| 2 Master Plan for SME Promotion in KwaZulu-Natal Province

2.1 Direction and Strategic Goal of SME Promotion

Direction of SME promotion .
On the basis of analysis of the current status of SMEgs, the role of SMEs in socio-
cconomic and industrial development, which are discussed in the preceding chapter, the
dircction of SME promotion is rccommended as follows:

@ To enable SMEs to play their expected social and economic roles
- 'To make a contribution to improvement of competitiveness of industry in the country
- To correct social and economic disparities.through improved distribution of economic
effects through SMEg' activilics
@ To assist SMEs in coping with their special, difficult situation

® To promote business startups by PDI

(1) To cnable SMFEs to play their expected social and economic roles
Promotion of SMEs in South Africa and KwaZulu-Natal Province is recommended
firstly to undertake from the standpoint of enabling them to piay the following social and
economic roles that they arc expected to fulfill.

1) To contribute to im;)vaelnent of competitivencss of industry in the country
South Africa is currenily promoting liberalization of trade and investment in an
attempt to move away from the protectionism past and develop industries having
- international competitiveness.  This is considered to be the key to sustainable growth
of the national cconomy. - SMEs have a potential to serve as a major engine driving
industrial diversification because they can be easily established in diverse fields.  Also
they can be agile and creative enough to develop and provide products and services that
large corporations cannot provide. Moreover, ihey are flexible, enabling them to meet
highly customized production requirements, if the circumstances permit.  Thus,
~ improved competitiveness of SMEs will help develop and maintain the multi-tier
industrial structure in which SMEs and large corporations supplement each other. In
this way, the promotion of SMEs is justified for the sake of enabling them to contribute
to raising infernational éompetiiivcncss of induétry on the whole.
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2) To correct social and economic disparitics through improved distribution of
cconomic cffects through SMEs' activities
During the ycars apartheid was enforced, South Africa developed significant social
and cconomic disparitics, which continue to exist, especially in the form of mass
uncmployment. This is a major problem that cannot be neglected in the country’s
social and economic development process.  As SMEs generally usc casily accessible
technologies, and a high degree of manual work, they are inherently suitable for small
scale production, are fabot intensive in nature and have relatively large job creation
cffects.  Also, SMEs can be casily established in response to busincss opportunities
and in many geographic arcas because of their small service area, so that they can
contribute greatly to amelioration of regional and income disparitics. It is thercfore
recommended to encourage the establishment of SMEs for the purpose of utilizing their

potential power to equalize throughout the population the benefit of economic activities.

(2) To assist SMEs in coping with the difficult situation

As discussed earlier, many SMEs are not endowed with managerial rcsources that
maximize their strengths, and hence fail to take advantage of their potential.  As a result,
they are weak in resistance to competitive pressure from foreign companies under the
government policy to promote liberalization of trade and investment and face many
difficulties.  If this problem is left unsolved, industrial diversification will be impeded,
tending to increase reliance on imports and to erode the competitiveness of industry.
Furthermore, under such conditions SMEs will be less able to absorb labor, and the
jobless rate will rise.  Clearly the problem cannot be mitigated or solved through the
market mechanism alone, because SMEs are in a weak position because of having much
smaller capital and weaker organization than large corporalions.  Thus, promotion of
SMEs is recommended to assist them in overcoming probiems and growing on a
sustainable basis.

(3) To promote business startups by PDI

In South Africa, there is a clear difference in SME ownership among major population
groups, which has been created by thc historical racial discrimination policy. This most
important social and economic problem can be resolved to a substantial extent by
enabling SMEs to play a crucial role by creating employment opportunities in areas
where the PDI population is high. Nevertheless, the problem should not be treated
within a general framework of public support for SMEs’ business starlup alone, As the
low rate of business startups by PDI is a product of various factors that are based on the

long history and its aftermath, it cannot be simply improved by focusing on a single issue.
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In this sensc, onc of the several poals of SME promotion clforts should be directly
focused on PDI’s busingss startup.

“Reduction of unemployment” and “correction of racial incquality in ecmpltoyment” arc
the most important challenges for social and economic development efforts in South Africa.
To achieve these goals, employment opportunities must first be expanded, followed by
cqualization of expanded opportunitics among all population groups.

Accordingly, in promotion of SMFEs, (wo major indispensable goals should be tackled;
Le, the improvement of competiliveness of SMEs that are expected to scrve as the
foundation for “sustainable growth of the South African economy and industry” and equal
distribution of economic benefits obtained from the resultant cconomic growth among all
population groups.

Sustainable growth

of the South African <D Upgrading of supporting industries
economy and industry

\
Expansion of
employment:
opportunities

Y
Equalization of

employment <::| Promotion of PDI enterprises
opportunities

As stated in the National Strategy for Small Business Development, these goals have
been treated as inscparablc to cach other under the theme “promotion of SMEs.”
However, these two goals are by no .mcans suitable for every company, and rather, each
should be established for different groups of companics from another. Accordingly,
public policy designed to achieve each goal necessarily differs from each other in terms of
its focal point on policy clement, i.e., industrial policy, SME policy or social policy. As
cach goal has an important bearing on the future course of industrial and economic
development in the country - with promotion of SMEs as core - programs to achicve cach
goal should be planncd and implemented by taking into account the above differences
among the goals.
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Strategic goal _
On the basis of the above discussion, the following strategic goals for promotion of
SMEs in KwaZulu-Natal Province are recommended,

1) Promotion of upgrading of automotive parts manufacturers
This strategic goal is designed to contribute to sustainable growth'of the South
African economy, -
* The automolive industry is a major industry in KwaZulu-Natal Province and has a -
sizablc share in GDP and exports. It has also broad industrial linkages and its growth
 has significant impacts on many other industries.  Also, given the ongoing programs
such as MIDP and IEC, improvement of competitivencss is a great incentive for
automotive parls supplicrs who want to expand their markets, :
It is therefore recommended to plan and implement promotion programs to
encourage the overall improvement of competitiveness of the automotive industry by

focusing on its supporting industries, especially parts suppliers,

2) Promotion of PDI enterprises

This strategic goal is recommended with the clear intention of promoling
equalization of economic benelils among different population groups.

Economic development is manifested as growth of various sectors, including the
automobile and automotive parls industries, from which business opportunitics are
derived. The primary objective of promotion of PDI enterprises is to help them to
exploit these opportunitics.  As pointed out carlie.r, growth of the automobile and
automolive parls industrics creaics business opportunities for local supplicts who
provide a wide variety of goods and services other than automotive parts. Thus,
promotion of the automotive paris indusiry can be used as a source for creation and
expanston of SMEs in broad ficlds, including PDI enterprises.

3) Development of the business environment to foster and support SMEs

It is important to develop the environment where SMEs have a level playing ficld
relative to large companies in a wide range of arcas.

For each of the above strategic goals, a set of polices and programs is recommended,

as shown in Figure 11i-2-1 and outlined in the following sections.
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Figure lll-2-1 Overall System of SME Development Master Plan
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2.2 Policies and Measures Related to SME Promotion in General

Recommendation 1: To specify the objective and focus of each policy and program

- Major issues related to SMEs vary according o the target SMEs,  This implics that
cach promotion policy and program is cstablished by defining its objective and focus
clearly, .

For instance, promotion of SMEs in South Africa is expected to address at least three
issucs: improvement of international competitiveness of small suppliers in the automotive
parts industry; support for SMEs in other industries in terms of survival or conversion {6
other businesses; and support for PDI enlerprises and potential entreprencurs.  Although
some programs may cover the different largets together this would result in their producing
optimum results for none of them. ' _ |

Clearly, cach program must be designed for a specific target, and designate an
implementation organization that is most suitable for the program purpose, so that lessons
lecarned from its implementation can be cifectively fed back for application in the next step.

Promotion of SMEs in the country should achieve the following objcctives,  First of
all, it should primarily aim to promote the upgrading of SMEs in the automolive parts
industry. - The strategic goal is {0 promole overall cconomic growth on a sustainable basis.
It is therefore characterized as industrial policy and should be approached from the
viewpoint of promoting a selected sector.  Secondly, support for PDI enterprises in their
startup and carly growth phases should be provided (0 ensure equitable distribution of
cconomic benefits accruing from development of the automotive industry (iriggered by the
upgrading of SMEs in the automotive parts industry).  Although this is an issue related to
SME promotion it is better viewed as a social issue.  In consideration of the unfavorable
conditions under which the: PDI group has long suffered, comprehensive and intensive
support programs should be implemented for a limited period.  Finally, the third objective
is lo cnable other SMEs to play the important role of promoting industrial diversification

and job creation by developing the environment o encourage startup and expansion of
SMESs in general.

Recommendation 2: To focus on support in the area of market creation
Government policy for SME promotion should focus on creation and improvement of
thc environment to foster SMEs through the creation of markets for SMEs, the

development and sirengthening of managerial and technological capabilities, and provision

ol a credit and loan system accessible to SMEs.  In particular, support for market creation
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should be emphasized. A primary cxample is found in the use of government
procurcment projects that currently favor procurement from SMEs.  Implementation of
economic development projects targeting creation of projects dedicated for SMEs is also
clfective.  Affirmative action by private companics is another cxample of creating
business opportunitics for SMEs,

However, promotion of SMEs through protective treatment has the danger that it can
resull in companics that can stay in existence only with such protective measures.  In {act,
this is often the casc in many projects of similar nature in various countries, To
encourage SMEs 1o become independent after a limiled period of favorable treatment, the
strategic focus of SME promotion should be placed on the fostering of strong SMEs that
can compete in the increasingly liberalized market, rather than on protection. It is
therefore recommended to place the focal point of support in market creation (creation of
business opportunity) that is usually most difficult for SMEs to accomplish by themselves.

It is important to realize that the provision of a protective environment {or SMEs for an
extensive period ol time will likely bring them back to a difficult situation similar to what
thcj' had expericnced earlier, once the protection is terminated. More importantly, the
protective environment artificially keeps alive SMEs that cannot otherwise survive in a
market opened for frece competition. On the other hand, support for market creation
provides SMEs with business opportunities that they can use to grow in the compelitive
environment.

In planning and implementing a “market creation” type project, it is important to take
into account the desirable roles of large enterprises and SMEs according to their respective
advantages. For instance, a project that involves the international market nceds to be
implemented by a large corporation by mobilizing its capital, organization, technology and
human resourccs. SMEs cannot implement this type of project (core project) even if
public support is provided. Instead, they should be responsibie for projects that support
the core project (satellite projects), thereby enabling them to play a supplemental role and
use trickle-down effects from the core project to form a mutually beneficial and
interdependent relationship with large companices.

Hecommendation 3: Need for further financial assistance of the Government to the

development of the environment to support SMEs

To develop the environment to support SME promotion (as discussed below),
continued {inancial assistance by the government is called for,

The government has been providing financial assistance for programs to develop the
environment to support SMEs, as well as those supporting promotion of SMEs. At the
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same  lime, the governmenl requires public  organizations o become  financially
independent in their operation and management.  This is a global trend and is effective o
prevent wasteful or incfficient management of public resources.  However, it is also the
fact that those public organizations that are requircd to become financially setf-supporting
tend to work against their original function to serve public interest if they charge cxpensive
user charges or tcchnical service fecs.  The expensive fees often become a major obstacle
to SMEs when they try (o receive service under a support program. _

The government seems to address the problem by encouraging public organizations or
independent non-profit organizations (o become finally independent in general operation
and management, while providing financial assistance (such as subsidies) for recipients
{uscrs) of an individual program. ~ This is considered to be an clfective method to prevent
waslelul disbursement of limited funds. For the establishment and operation of the
following plans, the financial support of the Government is also essential, and a similar
approach is recommended to apply (o these plans:

1} To provide low-interest loans or grants-in-aid for interest payment for cquipment
purchase or R&D projects as part of the financial program for upgrading of
automotive parts manufacturers; and

2) To provide subsidics for qualified SMEs to cover user charges or technical fees
under the support program implemented by the SME Production Technology Center.

Finally, raising initial investment funds required to build the environment to support
SMEs is the most difficult task for implementing bodies, especially in the case of public
projects. the government should thercfore play a leading role by providing financial
assistance for that purposce, especially by the provision of initial funds (or loans as the case
may be) for the development of a system to support information access, market access, and
the development of a management and technology support system,

Recommendation 4: Development of a statistical system covering SMEs

This recommendation concerns the development of a slatistical collection and
compilation system that will provide an always-current picture of SME for policymaking
purposes.

Slatistical data on SMEs shown in II-4 are based on data obtained from the census of
industries and are not adequate for policymaking purposes because they cannot be used to
eslimate the effects of a program that is being planned. To cnsure availability of
appropriate statistical data on SMEs, the following actions should be taken on an urgent
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basis:
1) Periodical surveys to colleet relevant data (e.g., sample surveys (o idenlify general
trends and problems);
2) Manipulation of available statistical data o produce relevant data; and
3) Introduction of a standard survey of business establishments and labor relations by
size to the various industrial and cconomic surveys, using uniform standard

classificalions.

2.3 Policies and Measures for Upgrading of Supporting Industries for the
Machinery industry

2.3.1 General

In light of the high significance of the automotive ind-uslry in KwaZulu-Natal Province
and the country as a whole, as well as its extensive linkages to downstream indusiries and
the volume of its consumption of raw materials and parts, the strategic goal that should be
established is to support upgrading of SMEs in the awlomolive parts industry as a means of
fostering the supporting industries for the automotive industry which in turn is required to

improve international competitiveness on a continuous basis.

The automotive industry is one of the major industrics in South Africa as well as
KwaZulu-Natal Province. In proceeding with market opening and liberalization of trade
and investment, the government recognizes the significance of the automotive industry and
is implementing industrial pdlicy to transform it from being an industry protected under
import substitution policy to a truly strong industry with international competitivencss, by
initiating MIDP and rclated programs.

Competitiveness of the automotive industry cannot be maintained by asscmbly
manufacturers alone.  Rather, it has to be supported by competitiveness in the broad
supplier base, including parts suppliers, engineering service companies, and raw malerials
suppliers.  Competitiveness in each tier of the indusiry leads (o a competitive automotive
industry. Today, the largest challenge for the automotive parts industry is to develop and
maintain an efficient production chain with other participants in the automotive industry.
Production and engineering procésscs for automotive parts must be integrated and operated
as if they werc in-house shops of an assembly plant. To form this highly cfficient
production chain, suppliers must meet the following requirements: 1) possession of high
levels of managerial and technological capability, particularly including the quality of
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¢ . . ) .
managers and engineers; 2) possession of machinery and equipment mesting high levels of
precision and other quality requircments; and 3} possessing skilled workers having

o : . . ]
willingness to learn new production techniques as part of company-wide cfforts ',

In addition, in consideration of the fact that the automotive parls markets in the
counlry and KwaZulu-Natal Province arc relatively limited, cfforts to explore new markets
(automotive manulacturers in and out of the country and aftermarkets) will be essential for
improved and cfficient operation.

2.3.2 Proposed policy measures and action plans

Companies that arc engaged in production of aulomotive parts in KwaZulu-Natal
Province are classified as follows, according to type of operation.  They generally supply
parts 10 automobile assembiers in and outside the province (See 1)-3 for details).

First-tier suppliers primar'ily engaged in production of automotive parts 28
Sccond-ticr supplicrs primarily engaged in production of automotive parts - 12
Companics, as part of their busi'n.css, engaged in production of

automotive parts (small or medium size) Over 30

=

4, Companies, as part of their businéss, engaged in preliminary

processing of blanks, tubes, wires, flanges and other materials

for automotive parts production : : Around 20
5. Companies, as part of their business, providing metalworking

services for production of automotive parts on a contract basis, _

such as coating, electroplating and machining Over 7
6. Companies that have the potential to become companies categorized '

in 4 or 5 above as part of supporting industrics for the

automotive parts industries Around 50

Automobile assemblers have been encouraging suppliers, mainly first-tier ones, to
upgradc management and technical capabilitics by providing assistance. Now they
incicasingly recognize that the strengthening of second-tier suppliers is essential in

maintaining compelitiveness on a continuous basis. In this case, efforts should be

SMEs in automotive pans refated indusiry in KwaZulu-Natal Province have been established mainly in the
metalworking indusiry and are comparatively simple, cealering on metal peessing.  Thercfore, production

management technology, which is discussed here, is regarded as more essential than production technologies in this
industry.
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focused on companies in group 3 above as well as first- and sceond-tier suppliers in groups
I and 2. The upgrading of lower-tier companies in groups 4 and S, however, will be
considered necessary in the future for the automotive industry to form a (ruly strong
supplicr base.

Upgrading of automotive parts manufacturers in the broad sense should be promoted in
the following four arcas: 1) improvement of managerial and technological capabilities; 2)
modernization of production machinery and cquipment; 3) upgrading of workers® skills;
and 4) improvement of market access (Figure 11[-2-2).

By achieving improvement in these arcas, automotive parts manufacturers are expected
to become capable of: 1) providing competitive parts through a production process
integrated with automobile assemblers; 2) supporting localization of parts development
capability of the automotive industry in the future; and 3) competing in the international
market by lever'aging scales of economy, regardless of the small market size in South
Alrica. _ _

A proposcd set of policy measures and action plans required to accomplish the
strategic goal is sommarized in Table I11-2-1.

(1) Upegrading of managerial and technological capabilities
1) The first area requiring the upgrading of managerial and technological capabilities is
‘production management capability that is essential in forming a production and
transportation system integrated with an automobile assembly line. The upgrading
in this area is highly demanded, particularly OB suppliers. _
Within the category of production management capability, transfer of advanced
production management and process technologies is required urgently,  in a(idifion,
" various production technologies, which are widely used in industrialized countries but
have not been adopted by South African companies, need to be disseminated quic'kly.
Of 28 first-tier suppliess, 17 are large enterprises and three are medium-sized ones
that are forcign companies. These suppliers have been successfully improving
quality control.  For instance, the percentage defective (in terms of ppm; parts per
million) has significantlj been reduced from 4,000 a few years ago, and most
cbmpanies have achieved a 200 ppm level, the initial target level set by automobile
assemblers.  However, other [irst-tier suppliers (mainly local SMEs) and 12 second-
tier supplicrs have not reached the target level.
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Figure ilI-2-2
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Table Ni-2-1 Upgrading of Supperting industries for the Machinery Industry
(Mainly focus on automotive parts and related industry)

" Recommended policy measures and

Requirements -
i action plans

Current status/relevant policy measures

Production management fechnology

Development of technology
center lunction :

Production {as the core for . ' - -

fnaimgcmcn[ technological information AID.(,. rfcmolc location from KZN. Expensive
i i service fee,

technology, in the province) ‘

process & oo 1Work Place Challenge program: Production

technology, and ‘A

! production
technology

Technological |

and managerial L _________ I

Establishment of SME

Industrial Technology Center 5
for dissemination of
produciion management
technology mainly through
field guidance

management technelogy is not included.
DUMAC Program: Insufficient expericnee in

fautomotive paris manufacturing lechnologies,

capability “Product development Cﬂpabilify '

upgrading | ———— e e - . v e
Advanced | 5[_5_f’_5‘3}7f‘.’%?,‘?‘??‘,',,‘ﬂ‘?,’,‘ii%?f‘ff??f,,i.‘..lf"?s,‘f‘,‘,‘"if‘,‘,,,
technology ) Palicy to liberalize investment

Open-use of testing and Contract research program (CSIR)
rescarch facility of public
instifutes o encourage and

assist R&D activity of SME

Faciﬁty and
cquipment for
R&D

Al2:

Systemized policy measures
" “to encourage and help induce
industrial modernization

investment. Applicable only to newly started
projects.

Investment on
R&D

Khula: Gencral-purpose loan programs

Provision of technical
information to assist

upgrading machine and i
equipment

A 1-3:

" Development of technelogy
center function

Ti:ch‘no!dgi_caf g
‘information

R-1:

Machine and
cquipment
upgrading

(as the core for
technological information
in the province)

Funds for *
procurement of
machine and
equipment

- Systemized policy measures |

to encourage and help induce |
industrial modernizalion

|SMEDP Program (by D'TI): Grant on general

investment. Applicable only to newly started
projects.

Khula: General-purpose loan programs
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“Requirements

Recommended policy measures and -

- action plans

Current status/relevant policy measures

Development of
employce's

technical skill |

Practical
iraining systcm
appiicablc.
dircctly

: ?Gblici certified

system of

“education and

training -

Use ol idle portion of
. corporate apprenticeship
" pragram for public training
purpose '

‘New educational and training system under
NQF, prepared by MERSETA

‘Many vocational training facilitics, but lack of
practical skill training (particularly for SME

iemployees, and upemployed)

Devclopment of e-learning

: _ system using computer

©" network, for comprehensive
skiit raining of employees

._ Development of public
" cerlification system of skill

chw educational and training system under
i ;
;NQF, preparcd by MERSETA

I

Inereased access
1o markets

* Assisting -

MeAsurcs to

access

! BPevelopment and web

L A LT publication of database of
increase market

qualificd SME

Preferential market aceess; BU, SADC, cte.

SME Database developed and operated by

DEDT: need for marketing function.

Notes:  A: Action plan, R: Policy recommendation
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Also, most suppliers including the leading group of first-ticr supplicrs do not have
sufficient problem-solving capabilily in the case of noncompliance with specifications.

. » ) 1 2
Reportedly around 110 days on the average arc required until a problem is solved

Then lower-tier suppliers in groups 3 through S above (thosc that arc not primarily
engaged in production of automotive parts and those providing metalworking service,
such as coating and clectroplating, totaling 50 - 60 Companics). are lagging far behind
the first- and sccond-tier suppliers in the areas of quality control and production
management. - Finally, therc are around 50 manufacturers engaged in supply of
hardware or metalworking service not related to aulomotive parts (potential suppliers)
who have little understanding of production management (in a broad sense). _

~ For the purpose of achicving progress in this first arca, the establishment of an
organization responsible for disscminétion of industrial téchnology that ties into
production management is proposed as an action plan. (1-1 Establishment of SME
Industrial Technology Center)

2} The second area is the strengthening of product development capability. At present,
most su.ppiiers make parts according to specifications furnished by assemblers and
they do not possess. product development capability,  Nevertheless, product
development capability is essential for manufacturers selling their products in the
aftermarket if they are to develop proprictary products and differentiate themselves
from com'pctitors. Also, suppliers to the OE market need 1o have product
development capability in response to asscmblers that plan to localize development
of parts and components in the near future,

The {irst step and the most essential requirement for aitaining product development
capability is acquisition of new technology from forcign companies. In many
developing countries, direct investment by foreign companies having advanced
technology and technical licensing or another form of (echnical assistance have
created opportunities for local companies to acquire product development capability.
In this regard, many companies in South Africa have experience in introducing
foreign technology through licensing, and a large number of foreign companies with
advanced technology operate their own production facilitics,

Another important factor is committed efforts by local companies to product
development. Generally, they start with minor modification in terms of material,
functionality or appearance and work their way up to the advanced product

2 .
According to tnformation from Toyota SA.
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devclopment capability,  In deing so, however, the company requires a wide range of
equipment for development purposes, cquipment other than for production.
Purchases of such equipment creates heavy financial burdens for SMEs that do not
have much devclopment opportunities.  ‘To support them in initiating product
development cfforts, an action plan is proposed to make necessary equipment owied
by public organizations available to SMEs, (see section 1-2 Provision of an Qpen-type -

Testing_and Rescarch Center for Supporting Improvement of Automotive Parts
Developmernt Capabilities) '

As product development activilies are initiated, investment amounts become larger
and risks mount, However, there is no program o support and cnc'ouragc R&D
projects in the C0uhtry. The need of support and incentive measures (o help unleash
creativity of SMEs should be provided in the near future when the developmeni needs

increasingly arise (sec Recommendation 2).

(2)' Modernization of machinery and equipment _ :
This is also a pn;ority' matter rcqui'ring urgent action. Among 40 suppliers
specialized in product.ion of automotive parts in KwaZulu-Natal Province, one half (large
enterprises and foreign companics) has installed relatively new equipment.  On the other
hand, the rest of suppliers are mostly using old, second-hand equipment. The equipment
conditions are worse in the case of other manufacturers not specialized in automotive
parts and mectalworking shops.

In South Alfrica, industries have difficulty in securing skilled workets partly due fo the
historical background that neglected worker education and training for the bulk of
population and partly due to a high rate of HIV infection. Under these circumstances, it |
is imperative to introduce new equipment in order to reduce dependence on manual work,
Itis particularly important when high levels of qualily and precision are_réquired.

The results of the questionnaire survey of suppliers conducted under the present study
support the above analysis and observation (sce Anncx 2 for details).
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Metal Stamping Other Metalworking
2/ o :

Number of % of 10t.al_ Number of % of lpt‘al.

o companics o companics
ICSpONses . ICSPONSCS .

responding responding
High defect or rejection rate 0 0.0 i 33
Inefficiency 7 38 5 417
'Difficulty in maintenance 4 18.2 3 25.0
Others | i 45 3 25.0
No problem 13 59.0 7 . 583

More than 30% of metal_slémping shops recognize that their machinery is inefficient,
and over 40% among other métalworking companies recognize this. They are reluctant
to make new investment and do not realize the need for new machmcry beeause of lack
of to information on latest tcchno!ogy

At the same time, nearly 60% of companics in both scctors think that their machinery
and equipment have no problem, suggc'sting the lack of concern about quality and
precmon (Notc that 60% is also the percentage of manufacturers not ‘;pccmhzed in
automotive parts among the survey population,)

Thus, while larger automotive parts suppliers use relatively new machinery and
equipment, smaller _c'ompanies still use old ones. Many continue to use second-hand
equipment by repairing it from time to time. It is important to realize that
modernization of production equipment in South Africa is required for Iwo reasons.
First of all, new equipment means improved precision levels to make more precision
Secondly, new equipment can eliminate or reduce the need for difficult-to-
find skilled workers, thereby improving workmanship by eliminating human error.

Modermnization of production equipment needs to start with collection of information

on what type of equipment is currently available, how advanced it is, and what benefits it

products.,

will bring. For this reason, an action plan is proposed to establish an information

service on technical information on machine and cquipment. (1-3 Dissemination of

Information for Equipment Modernization and Upgrading for SMEs)

In the next step of modernization of equipment, financial assistance is required to help
SME:s to obtain funds for equipment putéhase, There is the need to preparc a program
to prbmolc purchase of advanced equipment, by assisting access to funds. The program
should be one that encourages purchase of advanced equipment rather than give financial

assistance for ‘purchase of ordinary equipment, Howcver, since the definition of the
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advanced cquipment 1o be used in such a program has not been defined at this time, and
therefore, the scale of demand for funds is difficult 1o estimale (making budgeting
impossible), the recommendation for future consideration is that policy be cxamined from
the viewpoint- of supporting acquisition of advanced equipment rather than from

facilitating acquisition of funds for procuring equipment (see Recommendation 2).

(3} Improvement of prziclical skills of employees
In Soulh Africa there are a number of vocational training institutes and similar
organizalions but their training is not si:fﬁcicnl in terms of practical skills that can be
uscd on the shop floor immediately.  In most cases this type of skill is taught by large
companics as part of their in-house training programs. Lowever, most SMEs do not
have resources to conduct such training. AlSo, for public security reasons, it is difficult
for employees to altend at an outside training program after work. Clearly, public

support is required 10 provide education and training opportunitics for employces of
SMEs to learn practical skills,

Here, the usc of apprenticeship programs provided by large- and medium-sized
cnlerprises is proposed as an immediate action, i.e., vacancics in these programs are (o be
made available to SME employees. (1-4 Use of the Unused Portion of Corporate
Apprenticeship Program for Public Training Purposes)

As an action plan {rom the long-term and nationwide viewpoints, the development of
an “c-learning” system based on computer networks is proposed to provide syslemalic
vocational training for SME employees. (1-5 Development of the “E-Learning System”
for Vocational Training Using Computer Networks) SETA is building a new education
and training system that integrates general education and skill training and is supported
by official certification of skills. Here, an action plan is designed to introduce the
system into the working place.

Assuiming the e-learning system covers companies under the MERSETA system,
polential users are estimated to be around 45,000. It 20% of them use the system, the
user population will amount to 9,000, And once the system is established, the user base
will likely cxpand beyond the MERSETA system. The formal, non-agricultural, private
seclor in the country is estimated to have approximately 4.7 million employees (Ntsika
Annual Review 2000). If employment in the public and agricultural sectors (2.6
million} is added, the total number of employees in the formal sector reach 7.3 million.

Assuming that 15% are potential users, of which 10% actually use the e-learning system,
approximately 110,000 users are expected.
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. Further, an action plan is proposcd to cstablish a skills certification system after
training in order lo strengthen applicability of the MERSETA system and provide
incentive for training, (1-6 Development of the Skill Certification System)

Potential trainces covered by the MERSETA system arc cstimated to be around

45,000 in the entire country.  Assuming that 20% reccive vocational training and 40% of
trainces lake the certification test, the skills certification system will be used by around
3,600 persons per year.  In KwaZulu-Nalal Province, f)olcnlial users are estimated to be
700, assuming 20% of all potential users.

(4) Support for improvement of market aceess for automotive parts supplicrs

Because of the small size of the domestic market, automotive parts manufacturers in
South Africa cannot enjoy economies of scale compared to counterparts operating in
large markets. Moreover, seven automobile assemblers are operating in the country and
make a variety of models. As a result, it is difficult for suppliers to make sufficient
profits from production of parts for a specific model of a specific company because the
sizes of production runs arc limited. They have to look for other customers, including
othcr OEM contracts, in and outside the country.

However, it ts a difficult task for SMEs to f{ind and approach potential customers, both
local and forcign.  There are various methods to provide public support in this area, such
as a trade show and an exhibition, but they are not cost effective unless elaborate market
research is conducted beforehand. '

In this study, the development of a dalabase on parts suppliers and its Web publication

is proposed as an action plan. it is proposed as a low-cost markel access method to

allow a focused approach to a specific group of customers. (1-7 Development and Web
Publication of the Database on Qualificd SMEs)

In addition to thc above action plan proposals, following are the policy
recommendations related to promotion of parts supply industry upgrading,

Recommendation 1: Need for a industrial technology center function that provides
information on modernization and upgrading of management and
technical capabiiities, and that serves as the basis of promoting
collaborative efforts of the public and private sectors to develop

and share technical guidelines

As discussed earlier, the upgrading of management and technical capabilities, and
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particularly the learning and use of production management lechnology, is critical to the -
development of a production process virtually integrated with automobile asscmble lines.
As the aulomotive industry is required lo give priority to improvement of international
competitivencss, the upgrading of managerial and technical capabilitics of suppliers is an
urgent issuc to be tackled by sctting a specific time target.  In this context, there is an
urgent need to cstablish an organization which functions as a core of such techuology
dissemination, -

Nced for such function is not limited to this objective alone. The upgrading of
managerial and technical capabilities entails modernization and upgrading of production
machinery and équipmcnt. In this connection, it is also important to have a mechanism to
provide guidelines and suggestions as 1o how SMEs should work with equipment
modernization. There is no organization that provides such information now and SMEs
have to act without any guidelines.  Guidelines arc also needed for a special loan scheme
for cquipment modernization to establish an effeclive loan program to encourage
investment.

While the upgrading of managerial and technical capabilities should be undertaken by
an individual company according to its own policy and decision, the technology center
[unction contemplated in this recommendation is important to help SMEs make pro.per
decisions and take timely action by providing a common guideline for upgrading of the
automotive parts industry as a whole. At the same time, the technology center [unction

will serve as the basis of building related programs to support upgrading initiatives (Figure
111-2-3).

In fact, AIDC has been established under a similar concept, bul it is still in the initial
stage of operation and its overall function has yet to be defined. 1 AIDC possesses a
function that is similar 1o the industrial lechnology center function contemplated here, it
may be the appropriate organizalion to provide the function. .

As the overall function of AIDC is not clear, however, it is proposed to build up the
technology center function through the process of implementation of the above action plan,
including the possibility of AIDC to take this function.

Recommendation 2: Need for systematized policy measures to encourage and induce

upgrading of the automotive parts industry

The action plan {o promote the upgrading of the industry should be accompanicd by
systemalized policy measures to encourage and inducce the upgrading efforts.
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In particular, the following activities should be emphasized to promotc the upgrading
of managerial and technical capabilities of SMEs:
I) Modernization and upgrading ol production equipment conducive to rationalization
of SMEs, including quality improvement, cost reduction, and improvement of
production cfficicncy

2) Rescarch and development

Possible methods for support and assistance include:
+  Subsidics
* Financial assistance through credit and loan supply or investment

* Tax incentive for investment -

From the viewpoint of promoting the upgrading of SMEs, these methods should be
applicd to projects that comply with an appropriate technical. guideline for "upgrading”,
which will be established by the technology center in consultation with the related
industries.

Thus there is a necd to establish policy measures, which follow a technological
guideline, and work systematically cach other.  The potlicy measures must be designed in
such a way may help individual companies to make their decisions on equipment
modernization and R&D investment although it will be made by individual companies
according to their policy. '

2.3.3 Key considerations in program development and implementation

Key considerations required for program development and implementation to achieve
the strategic goal arc summarized as follows.

i) For the automotive industry in KwaZulu-Natal Province to survive the intensive
compeltition in the international markel, it is imperative to work with this strategic
goal urgently and accomplish it within a short period time. In particular, the
mastering of production management capabilities (broadly defined) - especially
guality control capabilitics — should be accomplished at least in the next three years.

2) If the strategic goal is successfully achieved, the automotive industry including
supporting industries will improve in international competitivencss and will provide
significant, favorable impacts on KwaZulu-Natal Province and the country as a
whole. If not, the industry may lose competitiveness and decline, creating a

devastating effect on the state’s economy. Given the high stakes in pursuing the
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goal, it is strongly recommended that the government provide financial assistance for
a limited period of time.

3) Despite the fact that the aulomotive industry and its supporting industrics form an
important cconomic base for KwaZulu-Natal Province, the provincial government
has not provided support and does not have resources to do so. Naturally, the
policy on the issues for the industry should not be limited to the provincial level and
should therefore be planncd and implemented by the central government (DTI) as
part of indusirial policy. Regarding the SME promotion, however, the initiative
should bc taken by the provincial governmeni, which should establish an
organizalion responsible for program implementation as scparated from an
organization responsible for promotion of PDI enterprises as is discussed in the next

section.

2.4 Policies and Measures for Promotion of PDI Enterprises
2.4.1 General

By supporting the startup and growth of businesses by the PDIs, that account for
- majority of population, benefits from economic development are lo be distributed among
all the people in the nation,
Difficultics involved in startup and development of PDI enterprises can be summarized
as follows, although detailed conditions vary among different business fields.
1) Difficulty in finding customers and markets;
2) For startups: Lack of business information, managerial knowledge and expericnce
required, and difficulty in raising funds for initial investment and operation; and
3) For viable business operation: Difficulty in securing management skills, technology,
and other skills required, and difficulty in oblaining credit and loans.

Thus, difficulties facing PDI enlerprises are diverse in nature and extent. Meanwhile,
a large number of programs to support PDI enterprises have been implemented but have
failed to produce significant results. Here, the recommendation is to provide integrated
measures for PDI enterpriscs and potential entreprencurs, to meet the diversified

requircments.
While programs for promotion of PDI enterprises should cover a more broad range, the

major concern here is that a number of programs have been implemented without
producing measurable results as expected.  Also, cvaluations of previous programs have
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not been compiled and provided as feedback to the subscquent programs,  The present
study has not collected sufficient data and infbrmalion to make a gencral proposal for
pmmoliod of PDI enterprises, which is out of the scope of the study. Instcad it is
proposed here, on the basis of problems identificd and analyzed, to impicmcnt clfective

programs (other than the ongoing ones), identify problems, and provide feedback
information for the subsequent action. '

2.4.2 Proposed policy measures and action plans

Figure 1-2-4 shows the factors which may contribute to promotion of PDI enlerprises
or pofcntial ENtrePrencurs. |

Table T11-2-2 summarizes proposed policy measures and action plans for attaining the
goal.  The key factor in, PDI enterprise promotion is identification of appropriatc market
necds and potential customers.

Nevertheless, based on a limited number of cases observed and analyzed during the
study, it scems to be feasible to create opportunities for PDI eaterprises to explore
customers and markets by using government procurement projects and social contribution
programs by private enterprises, in view of promotional objective at the present stage alone.
Rather, the real problcm is the fact that PDI enterprises do not have enough knowledge and
experience (o seize these opportunities for their own advantage.

Many PDI enterprises (including business cooperatives) do not care about their
potential markets and customers.  They see their rolc as limited to making producits, and
are rarely concerned about why customers want to purchase their products (needs) and
what kinds of products they are competing with. They have no idea of how to design and
sell " their products in order to attract altention of potential customers (product
differentiation).  If they have some idea, they are often unable to develop sales channels
that arc directed to customers who want their products. :

As a resull, most PDI enterpriscs manage to survive by supplying products to
distributors or retailers whom they came to know before or at the time of business startup,
and they tend to wait until customers find then.

Access 10 finance is the second greatest problem for PDI enterprises after the above.
Most of them start busincsses using their own savings or loans from relatives or friends, by

which mcans they manage to mcet minimum requirgments. Few PDI enferprises use
public funds. '
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Table (l[-2-2 Promotion of PDI Enterprises

. , Recommended policy measures and action | T
Requirements plans ! Current status/relevant policy measures
Atk i
i
‘. :
iPreferential treatment in Governement procurement
. . " Atlach importance to markel o e
Creation of business | p , o : ' Affirmative actions by private companics
. R-4: rescarch i implementing prokects 104
opportunites : . i
: promote PDI enterprises
Establishment of incubater for PDI o . . _—
Lo S Following assistance programs in respective field
enterprise promotion :
Az (Vo provide integrated assistance to (- Training program by LBSC
' PDI enterprises) - Tender Advice Center program
- Loan and credit guarantec schéme by Khula
- The Thuso Mentorship program
Support for business " Establishment of an organization
startup and operation | g . havingaspecific objective of DEDT. LBSC. cic
supporting black-population i T
cnirepreneurs
R.Z-. - Reinforcement of DUMAC and
. reorganization of I.LBSC
R Reform and active use of business
" cooperatives

Notes: A: Action plan, R: Policy recommendation
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Thus, startup and operation of PDI enterprises face rather complex problems.  To help
them overcome these problems, Ntsika and Khula have been providing a number of
support programs in terms of both startup and ongoing operation. In particular, Nisika
has been pro'vid'ing business information related to government procurement through
LBSCs as well as support for preparation of business plans.  Also, it has been offering
basic training opportunities for entreprencurs. o '

On the other hand, Khula provides loan guarantee service and operates a mentorship
program 1o provide guidance for business startup and management. :

However, the disappointing results of most programs raise a serious doubt ahout
whether they have been cffectively uscd by PDI entreprencurs, What they need is
effective guidance on solving the many problems that are met when starting and operating
_a_busiﬁcss, and comprehensive support for coping with multiple problems systematically.
The action plan thercfore'pmposes the incubator that can serve as an all-round supporter
for SMEs (Figure HI-2-5). (2-1_ Incubator for PDI Enterpriscs (or_PDI Business
- Cooperatives) )

In fact, the ongoing PDI enterprise support programs contain various mentorship
programs. The typical one is operated by Khula: the Thuso Mentorship Program, which
provides SMEs that apply for commercial loans with. pre-loan support (preparation of a
business plan and advice service) and post-loan support (foliow-up). While thesc
programs are highly valued for their effectiveness and comprehensive support, they are
relatively expensive to operate because customized support is provided for individual
companies. ' ‘

The incubator is designed to build upon the advantages of the mentorship program,
while maintaining cost effectiveness by collecting recipicnt enterprises in one location.

However, it is very difficult to estimate the number of PDI enterprises that can be
eligible for the incubator program because there is no statistical data on PDI enterprises,
not to mention data on the number of PDI SMEs,

As estimated from the number of enterprises that apply for Khula loan guarantec
scheme in KwaZulu-Natal Province, the number of enterprises to participate in the
incubator program is assumed to be 7 per year at the initial years of operation, but it is

expected to increase significantly in the future with the advent of successful examples.

In addition to the above action plan proposal, foliowmg are the policy
recommendatlons for the objective of promoting PDI enterprises.
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Recommendation 1: Establishment of an organization having a specific objective of

supporting black-population entrepreneurs

Support for biﬁck-pOpula[ion entreprencurs is in high demand because of the urgency
of social and cconomic needs in the country and importance of policy measures focusing
on the objective rclated to - those nceds. TFor this purpose, thercfore, an ad-hoc
organization responsible for black-population entreprencur support seems (o be required at
least for the time bcing.

Organizations étn‘rcntly involved in SME promotion appear to give priority to support
for PDI enterprises. However, actual programs do not have well-defined target SMEs in
many cascs. Furthermore, support for, PDI enterprises is provided under the same
program and by the same implementation organization that provides support for black-
population entreprencurs.  As a result, urgency for black-population entrepreneur support
is not effectively reflccted in the programs, which should be the multi-faceted support,

Recommendation 2: Reinforcement of DUMAC and reorganization of LBSC

It is recommended to expand advisory functions of DUMAC to extend coverage
beyond the manufacturing sector and include inanagcrial support. Local organizations that
do not have advisory functions, such as LBSCs, should use DUMAC to provide the same
in order to ensure quality service, :

At present, DUMAC provides technical guidance for SMEs with support of DTI and
other organizations. It is highly appreciated by small enterprises that do not have an
opportunity to acquire managerial know-how and there is strong demand for DUMAC’s
service. In fact, DUMAC is'expected to provide better support for PDI enterprises than
that provided by LBSC and other organizations,

- As for LBSCs, each LBSC is financially independent and is required to be self
supporting.  As a result, its operating status depends on a\}ailability of financial and other
assistance from local industries,  Generally speaking, most LBSCs cannot operate only on
revenues from service fees, except for some areas where favorable conditions exist. It is
difficult for them to recruit qualified staff. It is therefore fecommended to treat all LBSCs
as an integrated organization and rearrange them in consideration of overall operating
etficiency.
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Recommendation 3: Reform and active use of business cooperatives

It is recommended to recognize the poteutial valuc of business cooperatives as the
place for black-population entreprencurs (or potential entrepreneurs) (o acquire the
knowledge and experience required for a business startups, viable operation, and expansion,
and to use them effectively for promotion of black-owned enterprises by creating or
modifying the legal (ramework and implementing a support program focusing on business
cooperatives. o

Il is well recognized that the lack of business khowlcdgc, professional skills and
cxperience is a major obstacle to promotion of black-owned busincss.  Generally, many
cntrepreneurs acquire these assets as they work for companies, and it is incvitable that
most of the black-population, who did not have employment opportunities, do not have
such knowledge, skills or experience. {t'is thercfore simply unfair to expect that black-
population will acquire them in the present cavironment. - Rather it is justifiable for the
government to artificially create opportunities for black-population entreprencurs to
acquire the required knowledge and skills as well as hands-on experiehce in busincss they
undertake.  And the business cooperative is considered to serve as an excellent school for
them.

It should be noted, however, thal the business cooperative discussed here differs from
coopera{iﬁcs currently used in many community projects in that the former is more
business-intensive and profit-oriented, having the objective of fostering financially viable
businesses without outside help. At the same time, the business cooperative should
capitalize on various advantages of the traditional cooperative, e.g., mutual financing
(contribution of small funds by cooperative members), collective marketing and
distribution, and cooperation in the arcas of management and technology. This will be a
different approach from the traditional one.

In addition, the proposal is made for the procurement of thosc enterprises which have
difficulty in finding successors of the current owners, for continued operation by PDI
enterprises or business cooperatives.  The intent here is to provide the PDI entrepreneurs
with a business base, inheriting the employees and customers of going concerns.  Further
study is necessary regarding such cases.
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Recommendation 4:  Altach Importance to market research and identification in

Implementing projects to promote PD! enterprises

Many projects designed to support business startups arc conceived to develop a
product or create a service that can be sold on the market. However, they do not give
thought to marketing in many cases — what takes to actually find a customer.  When they
are implemented as part of a community development project, no onc carcs about selling
the project or service. This is a major reason why many projects cannot be viable once
support from a donor organization, be it domestic or forcign, is terminated. These
‘projects are primarily designed to develop a product, without regard to its marketing,
‘This is called the “product-out” approach.  Any project that involves development of a
product or service as a tangible outcome will not succeed unless the product is developed
to meet the customer needs, which must be identified from market research ahd analysis.

Nevertheless, it is also true that it is very difficult for many projects to find an
- appropriate market. A workable approach is therefore to conceive a project that serves as
a core project o induce other projects or economic activities under joint planning (and
'possib]e iu"ivestrm.:nt)3 by the government and private sectors.  Then, projects that support
SMBEs are introduced around the core project, receiving a trickledown from the core project.

Another approach is to procurc enterprises, which have difficulty in finding the
successor of present owners, and hand it over to PDI entreprencurs. 'Thus, they can

leverage on experienced employees and current customers.

2.4.3 Key considerations in program development and implementation

Need for promoting PDI enterprises, as recognizec lby the central and provincial
governments, is critical for the social and economic development process and should be
achicved as early as possible by implementing effective programs. To accomplish the
stralegic goal, nevertheless, a number of hurdles must be cleared. This requires time,
money and qualified personnel. Thus, immediate targets should be defined clearly and
programs should be designed t0 concentrate scarce resources to mect the targets. More
precisely:

1) The immediate target should be set for promotion of PDI enterprises, not SME
promotion in general. Programs designed to achieve the target should be clearly
separated from those intended for SME promotion, at least until specific results have

been obtained. To support this, the provincial government should establish or

3 . . . Lo . .
A typical example is a tourism developmenl project in a specific arca.
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appoint an organization responsible for implementation of PDI promotion programs.

- 2) While long-term programs that aitn for the betterment of PDI in general (c.g., a

community vpgrading program) and supporl programs that focus on welfare are

important, the stralegic goal should aim to support PDIs who are intending to start
businesses. : _

3) For potential PDI entreprencurs, a wide range of assistance and support measures arc

required, requiring considerable time and resources.  As the initial stage,

comprchensive measures should be directed 1o sclected projects so as to produce

visible results within a short period of time,

2.5 Policies and Measures for Development of the Supporting Environment
for SMEs

2.5.1 General

Strategic goals 1 and 2 address the major urgent issues facing SMEs in South Africa
and aim lo improve competition of SMEs in the open market and foster development of
PDI enterprises, However, there arc a large number of SMEs that do not make
automotive parts or are not PDI enterprises. They arc also expected to play the same role
in job creation and industrial diversification, and furthermore, they encounter various
problems under liberalization and opening of the South African economy.

Strategic goal 3 is designed to develop the supporting environment for SMEs in
general, including SMEs of the above category.

2.5.2 Proposed policy measures and action plans

To create the covironment to support SMEs, improvement and enhancement of
policies and programs are required in many aspects,
Support functions which have discussed so far can be classified into the following four
calegories: |
I} Management and technical support;
2) Information gathering and dissemination;
3) Financial support; and

4} Human resource development support.
Among them, for the mapagement and technical support function, the program to

creale a supportive environment is proposed in 1-1 “SME Industrial Technology Center,”

above. For the financial support function, recommendations are made to strengthen
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Khula’s financial function so as to make it adequate to provide the desirable environment.

' Here, two action plans are proposed lo cover the information gathering and
dissemination function (Table I11-2-3), namely;

3-1 Establishment of the One-Stop Shop Type SME Support Center

3-2  Development of the Information-related SME Support Function

The former is designed to provide an information center consisting of related
organizations that publicize among the SMEs the diverse SME support programs available
to them and facilitate their use through consulting scrvice. 1t is expected to encourage the
active use of SME promotion programs.'

Under the current SME policy, a similar function is supposedly provided by the
SMME Desk (Directorate of SMME Development) that is established in each province.
In reality, however, it serves as a policymaking and coordination organization. On the
other hand, LBSCs provide information and consulting service for PDI enterprises, but do
not have a general picture of support programs, as pointed out earlier.

Also, most programs give priority to PDI enterprises.  The action plan is designed to
address the issues facing SMEs as a whole, while giving special consideration to black-
population enlerprises and entreprencurs by establishing or appointing an organization
responsible for business startup and operation.

The second plan prbposes the establishment of an information center function that
helps SMEs to develop new businesses and secure new customers.

At present, Ntsika has started operation of the BRAIN (Busincss Referral and
Information Network) program to serve as an information collection and dissemination
function for SMEs. It disseminates business and other information useful for SMEs.

Again, the SME element of the BRAIN program focuses on promotion of PDI
enterprises and fails to pay much aitention to the industrial development perspectives -
improvement of competitivencss of SMEs and market development - which are the main
focus of the plan. Thus, the action plan is intended to substitute for or supplement
BRAIN and its function (Figure 111-2-6).
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Table llI-2-3 Development of Supporitng Environment for SME

Requirements

. Recommended policy measures and action |

plans

: Current status/relevant policy measures

f

Management and
technical support

Establishment-ol SMY Industrial

1 Technology Center for dissermination ol
production management lechnology
mainly through ficid guidance

Following organizations are available, but
competitivencss development is not regarded as their
major theme. '

I- DUMAC

- LBSC

" SME support center, with staff from
| relevant organizations

Information gatheringi--- - -

and dissemination

A 32 Development of information center
function

Establishment of One-stop shop type i

Following organization is available, but main focus
is placed on PDI enterprise promotion.
- LBSC

Following is available, but compciilivcncsé _
development is not regarded as their major theme.
- BRAIN

Financial support

Systemized policy measures to
" encourage and help induce industrial
madernization

General loan program by Khuia

- SMEDP program (by DTI)

Human resource
development support

_ Use of ide portion of corporate
™" apprenticeship program for public
training purpose

Development of e-learning system
AlS:
comprehensive skill training of
' employecs

using computer network, for

16 Development of public certification

' " system of skill

New educational and training system under NQF,
prepared by MERSETA

Many vocational training facilitics, but lack of
practical skill training (particufarly for SME
employecs, and unemployed)

New cducational and training syslém under NQF,
prepared by MERSETA

Notes: Az Action plan,

R: Policy recornmendation
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Figure ill-2-6 Conéept of SME Information Base

Key Objective: _
- Competitiveness improvement
- Market/customer development
- Business seeds development

it 53

Advanced technology
- .and
machinery/equipment -

- Production technology

- Production management technology
- Newly developed materials

- Environment protection technology

- Research and study report

 Seeds and needs

- Technical consultation/guidance report

- Business needs

| - Business seeds

Business application
computer software




2.5.3 Key considerations in program development and implementation

For cach element of the supporting cnvironment, priority should be established for the
scope and items to be implemented in the initial stage, rather than an attempt o establish a
permanenl organizalion, a program or system to address the overall needs.  Then, as an
initial goal is achicved, the second program in the priority list should be started. This
flexibilily is critical in developing the most effective environment 1o serve the purposc of
supporting SMLs, ' '

2.6 Implementation Plan Proposa'l

Table 111-2-4 summarizes implementation procedures and preliminary schedules for
action programs, _ '

The plan is designed in consideration of the level of urgency for each action program
as well as interdependence with other actions, '

Steps toward the finalization of the implementation plan

The implementation plan must be adopted and [finalized by its implemcentation body.
~ The master plan for SME promotion, as discus‘sed garlier, should be digested and
operationalized. At present, DTI is expecled to lead the process.  While provincial
governments are expected (0 play an important role in program implementation, they do
not have communicalion networks to coordinate various actions, financial resources or
staffing, Therefore, the stops loward the finalization of the implementation plan are
proposed as follows:

1) Sclection of priority programs o be planned or implementied in each phase and for
cach strategic goal, finalization of their basic design, and conception of the
implementation system (DTT)

2) Presentation of the basic design of each program or policy recommendation to the
implementing body and related parties, and development of the implementation
organization and scheme (DTT, the implementation organization and related partics)

3) Detailed planning of cach program and policy recommendation, and estimation of its
implementation period and costs (the implementation organization and related
parlies)

4) Implementation plan proposal for cach program and policy recommendation, and
proposal for required support measures by DTI

5) Finalization and budgeting of the overall plan in each phase by DTL, and legislation

as required
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Table lll-2-4 Step-wise Draft Inplementation Plan

Strategic Goal / Action Plans

2002

2003

2004

j 'é)ml_‘_rcp.mhon for lmplcm-c-:-n ation
] 3) Start cflmplumbnldtlun o

) I’l.m dclmhng} fln'\h?.lllon

N on for unplcmcntatmn
'5) Sl'lrl uflmp!cmcnhllan

1 I [‘qlahhshmenl ofSMF lmlustr]al chhnulogy Cen(er (lsl slcp)

1-3. Dlsscmmauon ofmtormalton for

cquipmcn_l modernizati

| Upgradmg of supporting 1ndustr;cs for the machinery m(luquy

an and upgradmg for SME% -

molive parls (Ecvc]opmcul cap.nblhlws (] 1 blcp}

1) Plan detailing/ finalization
2y Prcp.u.\lmn for implementation

3) Start of implementation

1-4 Use of the unused portion of corpormc apprentlccshnp pr

N

ogram for pubhc trammg purposc

i
R

b

__ 1) Plan detailing/ finalization
__2) Preparation for implementation

3 Startef |mplcmcnl’1lmn

1 S Developmcnl of the "e- lcarnmg system for vocahonal trairing using computer networks

f

b

‘ (up to ‘5r(l quaricr onOUS) 1l
{4th guarter of 2005) ‘[

3) Starl oflmpicmcnhtmn

2) Prcpwmllon for plementation |

1-7 Development and web publication of ihe database on qualificd SMEs

1) Plan detailing/ finalization

3) Start oflmp[cmcnl.suon

~2) Prepuration for unp_icmemunon

2 Promotion of PDI enterprises

2 1 lncubalor for PDI enterprises (or PI

l) FPlan detailing/ finalization

- 2) Pn.p(uanonifor imp!cmeniahon

3) Start of implementation

_ P]an detailing/ flnahz.mon

2) P;cpamhon for |mp[emenid!10n 7

- |

3 Improvement of the supporting environment for SMEs

3 1 Esfablishment ofthe one- stop shop type SMF %upport center

3) Start of implementation

3-2 Dcvclopmcnt of the mformaimn-

1} Plan delailmgl finalization

2} Preparali

for impleme; d1|0|‘l

3) Stastof |mpicmcniallon
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6) Implementation of cach program and policy recommendation according to the plan

Proposal for implementation organizations
As for action plans, 111-3 proposcs an institutional selup for program impiementation.

Also, Table 111-2-5 lists possible implementation organizations and related partics for cach

strategic goal and policy recommendation group.
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Tabie ll-2-5 Organizationé Assumed in Implementation of the Action Programs

Organizations assumed

Existing organizations Proposed organizations
E i : : e
: * g1 P IR .5 &8 E
Strategic Goal/ Action Plans i R | i L8 SE:sEsS B S
8 2153 8 o g2 Cg: £ |38 EES E C
= L2 2l T IBEIY 2 21 % 22 2155828 %0 0%
5 f 2z [T & @ E < <= 22! S [ RZiwzz 2 0 %
z 2 | 2. 9El o | 2 < < | SE R e E3E oo o 0 Z
by | 2E1 B Z2 Z g~ 2 |22 E8zx% 3 %
| o i ! -] : =25 1§88 1 -
i : c =8 i i - N waEi2s T W e
i | i ; ran g o D®
1 | Upgrading of supporting industries for the machinery industry: : i ‘ ;
@ ' T ; : ! i R
1-1 iEstab]ishrnent of SME Industrial Technology Center A P (A) x x ox 0 0X X x A
\ _Z[i.Provisien of an open-type testing and research ccn.le-r.for supporting| A . N i X x [ - . -
‘improvement of autometive parts development capabilities : : ; : : i N
iDissemination of information for equipment modernization and i ! ! : ! :
1.3 : auip 1o A x X x box X i ox A X
iupgrading for SMEs : ; ; i ; ——
Use of the unused portion of corporate apprenticeshi am forl 1 : 3 Z : ;
14 of the D P pprenticeship program A | A ox ! ox i x|
public training purpose : i ! i ~ I
15 Development of the "e-lcarning system” for vocaticnal training using] A : w x : x | x x A :
computer aetworks ; ! ! i : — e
B | ? i H H
1-6;Deveiopment of the skill certificaticn system Fat : 1 x X ‘ x '
i-7:Development and web publication of the database on qualified SMEs A i X x X (&) A
2 [Promation of PDI enterprises |
2-1 ﬂncubator for PDI enterprises (or PDI business cooperatives) X X A X ! b S A X
3-{Improvement of the supporting environment for SMEs ‘ 1 .
I 3-1|Establishment of the one-stop shop type SME support center X x A X x
:3-2 Develcpment of the information-related SME support function Pox x X x ¢ A T x| x x | x x A

Notes: £ Responsible for prometion of implementation, & Responsible for implementation, x Organization assumed to extend cooperation for impiementation.
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