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1 Overview of the sector 
 

1.1 Definition of the ICT sector 
 
Defining ICT is difficult as it is widely considered as a moving target. Thus 
when trying to determine a definition of ICT the recent report titled the 
“First Census of ICT Firms in the Western Cape1” chose to be generous in 
the inclusion of firms, rather than rigorously applying a definition that 
might exclude some genuine participants in the sector and that would 
likely to be out of date very soon. Firms who were only users of ICT were 
excluded, as were mobile phone retailers apart from the few largest. This 
paper has chosen to use the final working definition of the ICT sector2 
used in the abovementioned report. Thus the definition for the ICT sector 
is as follows: 
 
The industries that provide goods and services that support the electronic 
display, processing, storage and transmission of information. 
 

1.2 Overview of existing research on the national and local ICT sector 
 

Key findings and overview of the national ICT sector3 
 

• South African IT spending is expected to be R37.8 billion by end 
2002, and grow at 10.9% to reach R57.1 billion in 2006 

• Sector comprises approximately 212,000 employees 
• IT Turnover for 2000 was estimated at R29.9 billion of which 52.8% 

was accounted for by Software and IT services 
• Approximately 6400 ICT firms nationally 
• Almost 90% of all ICT organisations are in Gauteng (62.8%), 

Western Cape (16.1%) and KwaZulu Natal (10.3%). 

 

Key findings and statistics of the local ICT sector 
 

• Annual turnover of approximately R7.5 billion4 
• Sector employs approximately 27 000 people5 

                                       
1 Definition from The Cape IT Initiative, 2003. “First Census of ICT Firms in the Western 
Cape” 11. 
2 This definition of the ICT sector was also used in the City of Cape Town’s Information and 
Communications Technology for Economic Development: Business Development 
Background Document in 2003. 
3 ISETT SITA. 2002. Information Systems (IT), Electronics and Telecommunications Sector 
Education and Training Authority: Sector Skills Plan 2002 / 2003. 
4 City of Cape Town’s Economic and Tourism Development Department. 2001. 
“Background report: City of Cape Town Economic Trend Analysis” 
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• Average staff compliment per company is 17 
• Approximately 1100 ICT firms in the Western Cape6 
• The local industry is dominated by software related activities, more 

focused on supporting the ICT needs of other businesses than on 
the development of new tools and technologies 

• Government policy and spending is a notable driver of direction and 
rate of growth in the industry. 

 

Sector profile 
The following table elaborates on the composition of the ICT industry in 
the City of Cape Town in 2000 by examining the standard industrial 
classifications from the RSC Levy Database for total employment and total 
turnover. 
 
Composition of the ICT industry in the City of Cape Town, 20007 
 
Standard Industrial Classification 
Category (core ICT industries) 

Total 
Employment

% Total turnover % 

Manufacture of industrial process control 
equipment 

4 0 R 2,031,833 0

Software reproduction 14 0.1 R 3,748,909 0.1
Renting of office machinery and equipment 
including computers 

22 0.1 R 5,146,494 0.1

Data processing 26 0.2 R 6,796,424 0.1
Pre-recorded CD (except software), tape 
and record reproduction 

17 0.1 R 14,398,932 0.2

Manufacture of electronic valves and other 
electrical components 

1 R 29,933,462 0.4

Manufacture of instruments and appliances 
for measuring, checking, testing etc 

290 1.9 R 42,701,109 0.6

Maintenance and repair of office, 
accounting, and computing machinery 

349 2.3 R 75,052,073 1

Manufacture of television and radio 
receivers, sound or video recording etc 

109 0.7 R 76,496,493 1

                                                                                                              
5 Census 2001. 
6 The Census attempted to calculate the number of employees based on the figures given 
by the respondents.  The Census findings included an estimate that there are 
approximately 1,200 ICT firms in the Western Cape. This number can be compared to the 
number of companies calculated by ISETT SETA in the most recent national Sector Skills 
Plan. ISETT SETA found that by using the SARS ‘RCS’ Levy payments report, they were 
able to extrapolate from these numbers in order to estimate the number of organisations 
in the IT, Electronics and Telecommunications sub sectors. In total they concluded that 
there were nationally there are 6,374 firms. This Sector Plan also found that through an 
examination of the national distribution of ICT companies, then the Western Cape 
accounted for 16.1% of the geographic distribution of ISETT companies. On this basis the 
Western Cape has 1,024 firms. This figure is comparable to the number of firms calculated 
by the CITI ICT Census of 1200, so we can confidently assert that there are ±1,100 ICT 
companies active in the Western Cape. (In PGWC.2004. “Klipfontein Corridor – 
development of an economic framework to maximize the business development and local 
economic development opportunities arising from the Klipfontein Corridor.”)  
7 In CITI. 2002. “Western Cape Information and Communication Technology Sector Scan” 
16.  
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Standard Industrial Classification 
Category (core ICT industries) 

Total 
Employment

% Total turnover % 

Data base activities 123 0.8 R 84,562,365 1.1
Manufacture of office, accounting, and 
computer machinery 

101 0.7 R 118,141,364 1.6

Other computer related activities 1,083 7.2 R 228,645,378 3.1
Telecommunications 556 3.7 R 275,103,879 3.7
Manufacture of television and radio 
transmitters and apparatus for line 
telephony 

1,400 9.3 R 511,877,230 6.8

Hardware consultancy 933 6.2 R 789,185,087 10.5
Software consultancy and supply 5,811 38.6 R 2,322,197,847 31
Wholesale trade in machinery, equipment, 
and supplies 

3,946 26.2 R 3,141,078,636 42

 
Total 15,056 100 R 7,485,481,271 100
 
The above table reflects that total employment in the industry is 
approximately 15 000. This figure has been superceded by the Census 
2001 (National Census) data that more accurately estimates the total 
employment in the sector to be approximately 27 000. The Census 2001 
data however is regarded as being more accurate as it uses a larger 
population sample. Anecdotal evidence however continues to suggest that 
the Software Consultancy and Wholesale Trade categories still represent 
2/3rds of the industry employment. 
 
Primary nature of the IT business in the Western Cape 
The 2002 Sector Scan8 confirms many of the findings above, with more 
than 50% of the respondents from that study describing the primary 
nature of their business as Software Design and Development and/or 
Consulting. Other primary areas of business identified by respondents in 
the 2002 Sector Scan included education and training; web and portal 
development; software solutions provider; and media and publishing. 
These findings are illustrated in the diagram below: 
 
 

                                       
8 CITI. 2002. “Western Cape Information and Communication Technology Sector Scan” 
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In comparison, the Census of ICT9 firms conducted in the Western Cape 
by CITI10, analyses the main business conducted by the firms that 
participated in the Census. The following chart describes the main 
business of the selected ICT firms who participated in the Census. 
 

Main business of the respondents

29%

25%

19%

12%

12%

3%

ICT services Software activities Hardware Telecommunication services Other Online digital media activities
 

 

This chart shows that according to the Census the majority of the firms in 
the Western Cape characterised their main business as being ICT services 

                                       
9 CITI. 2003. First census of ICT firms in the Western Cape. 
10 The Cape IT Initiative. See http://www.citi.org and below for more information on CITI. 
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and Software related activities. Interestingly online and digital media 
activities only constituted 3% of the all the firms surveyed. 
 
Primary IT good and / or service in the Western Cape 
Focusing on the primary goods and services supplied, most respondents in 
the 2002 Sector Scan indicated that they were involved in the provision of 
more than one product and or service. More than 50% of respondents 
identified E-Business Applications as a primary ICT good and/or service, 
with Strategic Planning Tools, Company Operations and Controls, and 
Information Access and Delivery also featuring as primary offerings. See 
the graph below that shows the primary IT good and / or service in the 
Western Cape: 
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IT hardware manufacturing in the Western Cape 
IT hardware manufacturing is a very small component of the sector, both 
in South Africa as a whole and in the Western Cape. Although all the 
major international telecommunications equipment players, including for 
example Siemens, Lucent, Alcatel and Motorola, are present in the 
Western Cape, most are positioned as distributors and/or integrators of 
internationally manufactured technologies.  
 
ICT services in the Western Cape 
ICT services such as consulting, outsourcing and recruiting are well 
developed in the Western Cape and are represented by both local and 
international firms. One frequently mentioned problem facing these 
service companies is the relatively small Western Cape market and the 
distance to the largest SA market, Gauteng. This has led to some 
companies diversifying into areas such as hardware and software 
distribution. Developing the small and medium enterprises (SMME) market 
represents a significant opportunity for the ICT service providers. 
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The 2003 Census identified ICT Services as one of the two largest areas of 
main business in the Western Cape. The following chart breaks down ICT 
Services into a range of other sub activities. 
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If the two extremes are examined, the chart shows that the activity most 
commonly undertaken by the firms involved in the study was consulting 
(hardware and software); HR recruitment is the service least frequently 
provided. This demonstrates that many of the organizations that these 
ICT companies serve do not have these skills in house and require 
consulting services. Rather than work for these organizations as an 
employee they find it more lucrative to contract their services back to 
these organizations. This also reflects the predominantly project-based 
nature of the ICT industry. 

Software activities 
The 2003 Census also identified software activities as one of the largest 
areas of main business in the Western Cape. An examination of the 
specific software activities of respondent firms in more detail reveals that 
systems integration is the one activity that most firms are involved in 
through providing research and development, development, retail and 
support. This is closely followed by firms involvement in e-commerce 
applications, web development tools and other business applications, 
which all show similar levels of involvement. The prevalence of software 
activities is illustrated in the table below: 

Prevalence of software activities in the Western Cape 
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 R & D11 Development
12 

Retail Support 

Systems Integration 14% 24% 18% 22% 
E-commerce applications 13% 19% 16% 18% 
Web development tools 12% 19% 16% 16% 
Other business applications 12% 16% 15% 16% 
Multimedia applications 8% 13% 13% 14% 
Other development tools 8% 10% 8% 8% 
Security software 7% 0% 11% 11% 
Other 6% 9% 9% 11% 

The predominance of system integration activities implies a focus on 
making existing systems work together, rather than developing new 
applications. The secondary preponderance of e-commerce, web 
development and other business related software activities is, however, 
indicative of a healthy level of R&D based product development. 

 
Strengths and weaknesses of the ICT sector in the Western Cape 
The 2000 Sector Scan13 identified the following strengths specific to the 
ICT Sector: 
 

• Education and skills 
• Infrastructure 
• Communications network 
• Innovation 
• Presence of global players 
• Growth and development of foreign client bases 
• Presence of CITI 

 
The 2002 Sector Scan also examined the strengths specific to the ICT 
Sector. The following chart illustrates the % of largest strengths of the 
Western Cape ICT Sector:14 
 

                                       
11 This refers to new product or process innovation in a formalized manner 
12 Development refers to the enhancement of existing applications 
13 CITI. 2001. “ICT Sector Scan of the Western Cape.” 
14 The chart is comprised from a population of 119 comments which were the respondents 
perceptions. 
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Largest strengths of the Western Cape ICT Sector
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The chart is relatively self-explanatory but there are some responses that 
deserve comment - the largest category of comments, almost 30% of the 
total, chose skills as the biggest strength. Lifestyle was noted by 
approximately 13% of the respondents especially since there was a link 
between lifestyle and the ability to attract and retain good staff. 
Interestingly when this survey was conducted the exchange rate favoured 
exports as the rand was far weaker – hence the reason why 10% of the 
respondents chose exchange rate as one of the strengths at the time.     
 
The 2002 Sector Scan goes on to mention that another particularly 
interesting group of “strength” comments is “dynamism / attitude” which 
resulted in 20% of the responses. This category however also was a major 
weakness where it accounted for almost 20% of the responses as a major 
weakness. The Scan further suggests that while the youth, enthusiasm 
and creativity of the cluster are valuable, the professionalism and 
managerial competence required to transform these into successful 
businesses may be lacking.  
 
The following chart illustrates the important weaknesses identified by the 
respondents: 
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Biggest weaknesses of the Western Cape ICT Sector
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The chart shows that the highest number of respondents chose “other” as 
the biggest weaknesses of the Western Cape ICT Sector. “Other” in this 
context includes “Unsure, none and don’t know.”   
 
The most important weakness illustrated by this study was that 24% of 
the responses chose distance from major markets as a major weakness in 
the Western Cape and will in turn encourage the brain drain from the 
Western Cape market. 
 
Challenges for the Western Cape ICT Sector 
The 2003 Western Cape ICT Census15 called on respondents to name the 
biggest challenges that they believe that they will face the following year. 
The largest category of respondents indicated management and business 
development issues such as growth, transformation and change. Other 
areas that were mentioned by the study include marketing, expansion into 
new markets and managing finances. 
 
Interestingly many of the respondents regarded the local market in the 
Western Cape as being too small and that many of the these firms would 
be interested in putting more effort elsewhere. But only 4% of the 
respondents regarded exports as a major challenge.  
 
This may indicate that most firms see their expansion as taking place in 
the South African market  A number of firms (particularly the smaller 
ones) indicated that obtaining finance to fund growth was difficult, and 
8% of respondents indicated that they felt constrained by BEE or Political 

                                       
15 CITI. 2003. “First Census of Western Cape ICT Companies.” 
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issues.  The Exchange Rate and/or the economy was perceived to be a 
challenge, with recent volatility once again making planning difficult. 
 
The comments received were categorised as shown below: 
 
Challenges (% of responses): 
 

Technology
1%

Growth / markets
49%

Finance
14%

BEE / Politics
8%

Competition
8%

Exchange rate / economy
8%

People
8%

Exports
4%

 
 
At a micro level, the local ICT companies are also faced with competitive 
problems. The following table summaries the problems that are faced by 
local ICT companies: 
 
Problems that are faced by local ICT companies: 
 
Nature of the problem Commentary 
Small size (in terms of 
both turnover and 
number of staff) 

Small size imposes a cost disadvantage where 
there are inherent scale economies 
Small companies are handicapped where the 
risks are large especially where an investment 
is aimed at a global market from the start 

Local ICT companies may 
face segmented factor 
markets 

Large firms have greater access to input, 
credit, labour infrastructure, information and 
technology markets 
Providers of productive factors find it easier, 
safer and cheaper to deal with a few large 
customers than a range of smaller dispersed 
ones.  

Policies and institutions 
relevant to the ICT 
industry can be biased 
against smaller ICT 
companies.  

This is particularly where the widespread use 
of licenses and controls, directed credit 
incentives, infrastructure provision may favour 
firms with better resources and connections. 
(e.g. in the case of the high cost of 
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Nature of the problem Commentary 
telecommunications and its effect on the high 
input cost of telecomms.) 

 
Customers and markets 
 
Customer Categories and geographical spread 
The 2003 Census asked the respondents to say into which of several 
named categories their main customers fell.16 Responses revealed a 
predominance in Government, Financial Services, Retail and SMMEs, but 
the largest single category, was “Other”, with the bulk of responses 
naming “corporate customers” or “private sector”. 
 
Asked to name their key areas for doing business, most companies 
showed themselves to be strongly oriented towards the Western Cape,17 
South Africa and the remainder of Africa with Europe being the most 
significant market outside of the African continent. See the graph below 
that illustrates the main customer categories. 
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16 More than one category could be nominated. 
17 Ibid. 
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The first Western Cape ICT Census included a particular focus on the ICT 
export sector which was discussed in a separate report.18  

Interestingly of the 566 respondent companies that were involved in the 
Census, 179 (32%) have exported (defined as delivered goods / 
performed services for a company in another country) – a significant 
proportion. This is probably an underestimate as many companies still 
think of exports in the narrow sense of tangible goods transshipped 
through ports, and do not consider services or intangible products 
provided to companies in other countries as exports. 

The export destination of the exporting companies is numerically 
dominated by other counties in Africa (though this may not be reflected in 
the value of exports). After Africa (76%) other major export destinations 
were Europe (32%) and North America (17%). Global growth markets 
such as Asia and the Far East do not currently feature significantly. 

The products and services exported are broad, ranging from access 
control systems to voice recording systems, but are dominated by 
software development (~25%), mobile communications and 
telecommunications (~8%), web development (~6%), outsourced 
services and consulting (~5%), and Internet related services (~5%). 

 
Overall the local ICT sector has done well in penetrating into international 
markets. It has done so on a substantive basis in terms of numbers of 
companies. Moreover, it has done this in spite of several disadvantages, 
which militate against its success. These disadvantages include: 
 

• The small size of local ICT firms in both size and turnover 
• A weak or non-existent level of effective export support from the 

public sector 
• A crushing level of high input costs in the form of technology and 

infrastructure costs, particularly in telecommunications 
• Local ICT companies may face segmented factor markets. (In other 

words, large firms may have greater or more privileged access to 
input, credit, labour, infrastructure, information and technology 
markets) 

• Policies and institutions relevant to the ICT industry (and especially 
the software industry) can be biased against smaller ICT 
companies. 

 
Over time, these may change as more medium and large sized enterprises 
emerge; as greater public sector support is offered; and as 
telecommunications costs are reduced or subsidized. Obviously, solving 
these issues can only lead to increased global competitiveness and export 
revenues.19 
                                       
18 Specific question were asked of each participating company as a part of the telephone 
survey. On the basis of these answers, thirty companies were identified for face-to-face 
interviews in Radian. 2003. “First Census of ICT Firms in the Western Cape – Special 
report on exporting companies.”  
19 The policy implications relating to exports will be dealt with in more detail below. 
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Overview of competency and ICT skills in the Western Cape   
 
Competency splits 
The Census also attempted specifically to identify the major software (as 
opposed to hardware and electronics engineering) competencies present 
in the Western Cape. Again there are very large numbers of terms in use, 
but discussions with experts in the field suggest that the ones selected 
capture competencies of interest for instance to investors seeking to 
establish operations in the region or outsource software development. 
 
Proportion of all firms having specific software competencies: 
 

 Main Strength Lots of 
competency 

Some 
competency 

Application Development (Delphi, Oracle, 
Access, SQL C++, VB) 

26% 15% 14% 

Web Development (HTML, XML, Java, Web- 
master, Other) 

18% 16% 16% 

Networks (LAN, WAN, MCSE, CISCO, Other) 26% 26% 16% 
Data Base Administration 21% 19% 19% 
Security Systems 13% 14% 18% 
Systems Integration, ERP, SCM, CRM 23% 20% 14% 
ICT Architectures 15% 15% 15% 
 
The implication of the competency splits contained within the table is that 
it highlights the potential gaps for future growth. (The generic skills are 
better as they allow for flexibility.) The largest proportion of the firms 
participating in the Census suggested that there main strength lies in 
Application Development, Networking and Systems Integration. It 
indicates that these firms should focus on exporting these associated 
products and services into the more competitive export arena. 
 
The table below on the other hand considers the question of what the 
respondents considered to be their greatest competitive advantage. The 
largest number of firms (15%) listed application development and 12% 
mentioned networking. 13% were not sure or said “none”. No other skills 
were listed as the major competitive advantage by more than 10% of 
firms, although several listed factors not related to specific skills. 
 
Areas of skills considered to be a major competitive advantage (% 
of all firms): 
 
Application Development 15% 
Networks 12% 
Customer Service and Quality 8% 
Web Development 6% 
Systems Integration 7% 
Data Base Administration 4% 
Nature of Product 3% 
Security Systems, ICT Architectures, Skills 2% each 
Creativity, uniqueness, IP; Sales; Pricing; Firm 1% each 
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Specialisation; Consulting; 
Support; Experience 
Other 10% 
Don't know / Not sure / None 13% 
More than one 8% 
 
Expected needs in future 
To see whether skills requirements are shifting, respondents were asked 
whether the technical skills they needed would change materially in the 
next 12-18 months. 42% said yes; but examination of the responses to 
the follow- on question, “In what way?” suggests that respondents 
interpreted the question differently from the intent of the researchers. 
About 70% of those who answered the question responded with variations 
on expanding, growing, constantly changing, keeping up with needs, etc. 
Many firms are apparently seeking programmers and developers. On the 
other hand very few are seeking open source expertise, or for instance 
focusing on black empowerment. 
 
There were many more specific responses to the next question: “What 
skills are you actively seeking now”. 180 responses can be classified as 
follows: 
 
Skills being actively sought: 
 
Programmers and application developers 59 
Open source skills 9 
Java skills 10 
Networking 4 
Customer service and sales 14 
General business functions 15 
Electrical and electronics engineers and technicians 5 
Miscellaneous 62 
 
Only 13% of respondents said they could not find skills they needed. 
Asked for the reason skills were unavailable, most of those 60-70 
mentioned cost, or simply said resources were unavailable. 
 
The recent KEEG20 Cape Skills study21 however found that the Western 
Cape needed to increase its pool of basic skills, such as basic literacy, 
computer literacy and information literacy as this is the prerequisite to 
building the ICT development and ICT business skills base. (This appears 
to be in contradiction to the statement above that states that only 13% of 
the respondents indicated that they could not find the skills that they 
require. The KEEG Cape Skills study needs to be differentiated as it 
examines the likely skills base that would be required in the future to 
grow the ICT sector and compete internationally. This requires a 
recommendation to build a skills base based on global trends. The Census 
report was a snap shot taken at the time.) 
                                       
20 Knowledge Economy and E Government Provincial Government of the Western Cape 
21 Knowledge Economy and E Government Provincial Government of the Western Cape. 
2003. “Cape Skills-an identification into the ICT skills requirements of the Western Cape 
for the Knowledge Economy.” Prepared by Radian. 
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The KEEG report found that after an examination of the likely skills base 
required in the future, the following gaps were revealed: 

Comparison of existing and future skills: 

 
 Existing skills Future skills Gap 
ICT sector 
(ICT 
development 
skills) 

• Application 
development 
skills 

• System 
integration 
skills 

• Database 
administration 
skills 

• Web 
development 
skills 

• ICT 
architecture 
skills 

• Security skills 
 
 

• Connectivity 
skills – e.g. 
wireless, 
networks, 
interoperabilit
y 

• Application 
development 
skills – e.g. 
games, Java, 
XML, .Net 

• OSS skills 
• Security skills 

- internet and 
network 

• Legacy 
integration 
skills 

• E-science 
skills 

• Data mining 
skills 

• Connectivity 
skills 

• Certain 
application 
development 
skills 

• Advanced 
security 
skills 

• Application 
integration 
and 
middleware 

• OSS skills 
• R&D skills 

 
 

Business 
and 
governme
nt (ICT for 
business) 

• Business 
Intelligence 
skills 

• E-government 
skills 

• Financial and 
retail ICT skills 

• System 
analysis skills 

• Data analysis 
and data 
mining skills 

• Knowledge 
management 
skills 

• OSS skills 
• ICT process 

integration 
skills 

• Application 
integration 
skills 

• Business 
analysis skills 

• OSS skills 
• Application 

integration 
skills 

• ICT process 
integration 
skills 

• Knowledge 
managemen
t skills 

• Data 
Analysis and 
data mining 
skills 

• Advanced 
business 
analysis 
skills 

Knowledg
e 
economy 
and the 
digital 
divide 

• Computer 
literacy skills 
(amongst a 
minority) 

• Computer 
literacy skills 
(amongst the 
majority) 

• Mobile 
computer 
literacy skills 

• Computer 
literacy skills 

• Mobile 
computer 
literacy skills 
(MMS) 
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 Existing skills Future skills Gap 
(MMS) 

 
The ISETT SITA is obviously identified as the key role player in the public 
sector to fill the projected skills gap in the Western Cape. Unfortunately 
SITA is not regarded as being a department that delivers and it is 
perceived as being inefficient by the industry.  

The SETA training body is regarded by many as failing to deliver on skills 
development. The smaller companies regard the skills levy as essentially 
just another tax as they do not have the resources available to pursue the 
benefits offered by the accredited courses. 
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2 Assessment of possible gaps in the existing research  
Michael Porter introduced a model that explains why some nations are 
more competitive than others by determining factors of national 
advantage. The model has become known as the Diamond Model and was 
first introduced in his book “The Competitive Advantage of Nations.”  
 
We have chosen this model to assess whether there are any possible gaps 
in the existing research and whether we are required to conduct further 
primary research in order to ensure that we have a thorough 
understanding of the determinants of national advantage. Hence each of 
the four aspects of the model will be discussed and compared to the 
research discussed above in order to identify gaps. 
 
As a point of departure it would be prudent to examine the model before 
proceeding further. Traditionally, Porter states, economic theories of 
international trade propose that comparative advantage are located in the 
factor endowments that a country has inherited. These endowments may 
include land, location, natural resources such as minerals and energy, 
labour and local population size. These factor endowments can hardly be 
changed or manipulated and are merely inherited.  
 
Porter however argues that sustainable industrial growth has hardly ever 
been built on these inherited factors mentioned above alone and that a 
nation can create new advanced or specialised factor endowments such as 
skilled labour, a developed technology and knowledge base, government 
support and culture that is conducive to developing industrial growth. He 
uses a diamond shaped diagram as the basis of his framework to illustrate 
the determinants of national advantage and assists governments in laying 
a foundation to help establish their industries. 
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Demand conditions

Firm strategy, Structure and rivalry

Related and supporting industries

Factor conditions

Government

Porter’s Diamond of National Advantage

 
 
The diagram above distinguishes four determinants namely factor 
conditions, demand conditions, related and supporting industries and firm 
strategy, structure and rivalry. Porter believes that these determinants 
can be influenced in a proactive way by government. 
 

2.1 Factor conditions 
Here key and non-key factors are differentiated. Key factors of production 
can be grouped into skilled labour, capital and infrastructure and are 
created, not inherited. Non-key factors such as unskilled labour, capital 
and infrastructure can be obtained by any company and hence Porter 
argues that these factors do not generate any sustainable long term 
competitive advantage. The more specialized factors are scarce, require 
more venture capital and are more difficult to emulate. 
 
Review of existing research 
 
Factor Research conducted in Section 1 
Skilled labour (ICT) Section 1 above provides an overview of the 

competency and ICT skills in the Western Cape  
Capital There is no direct discussion of the availability of 

venture capital and capital financing. According to 
Porter this would be important as non key factors 
do not provide sustainable long term competitive 
advantage compared to specialized factors which 
require greater venture capital. Thus an 
assessment of local capital initiatives would be 
beneficial to ascertain how conducive the 
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environment is to encouraging the development of 
specialized factors.  

Infrastructure This factor has been examined but not in detail. 
 

2.2 Demand conditions 
This aspect of the model describes the state of home demand for products 
and services produced in a country. Demand conditions have an impact on 
the speed and direction of innovation and the higher the demand from 
customers in an economy the quicker the pace of innovation. This forces 
companies to constantly reinvent and improve the quality of their 
products to remain competitive. 
 
Competition in the Western Cape ICT sector is very competitive in most 
areas which helps increase the speed of innovation. Unfortunately the 
telecommunications sector and the lack of a second network operator 
stifles growth and competition in the sector. The problem is exacerbated 
further by legislated monopolies like SITA, which limits competition for 
Provincial Government of the Western Cape ICT related work. 
  
Review of existing research  
 
The market demand curve for the ICT sector would need to be determined 
for the Western Cape as it would represent the demand for ICT goods and 
services in the sector. 
 
The market demand can be calculated by summing the individual ICT 
goods and services demand curves. (Individual goods and services 
demand curves are a set of price-quantity combinations that each 
represent a separate consumer optimum for different market prices.)  
 

2.3 Related supporting industries 
This determinant refers to the existence or non-existence of 
internationally competitive supplying industries and supporting industries 
such that the existence of a successful international industry may lead to 
advantages in other related or supporting industries. Porter argues that 
competitive supplying industries will encourage innovation further down 
the value chain. Essentially the spatial proximity of upstream or 
downstream industries facilitates the exchange of information and 
promotes the continuous exchange of ideas and innovations.  
 
Review of existing research 
This research will be conducted in section 2(a) where we will describe the 
value chain for the ICT sector in the Western Cape.  This will help to 
illustrate where the sector support activities are or should be targeted – 
with respect to industry needs and provincial policy objectives. 
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2.4 Firm strategy, structure and rivalry 
Porter notes that despite all the differences and country peculiarities there 
is one characteristic that is shared by competitive economies, namely that 
there is an intense competition by national companies. He further states 
that in a static perspective, national champions may enjoy advantages of 
scale but the real world is dominated by dynamic conditions and it is 
direct competition that compels firms to work for increases in productivity 
and innovation. 
 
Review of existing research 
This would involve research that analyses the intensity of local 
competition or market concentration. The raw data from the 2002 / 2003 
Sector Scans would assist in providing certain of this information.22  
 
Further research would need to be conducted to determine the market 
concentration in the Western Cape ICT sector. This could be conducted by 
using the Herfindahl-Hershman index. This is a commonly accepted 
measure of market concentration. It is calculated by squaring the market 
share23 of each firm competing in a market, and then summing the 
resulting numbers. The HHI can range from a minimum of close to 0 to a 
maximum of 10,000.24 (A result of less than 1,000 is considered to be a 
competitive marketplace, a result of 1,000 - 1,800 is considered to be a 
moderately concentrated marketplace, and a result of 1,800 or greater to 
be a highly concentrated marketplace.25) 

 

                                       
22 The Census Reports used the data from the RSC database. The integrity of the data has 
not been tested by this report. 
23 The firm’s market share is calculated as the firm’s sales divided by total market sales. 
The firm’s sales figures are difficult to obtain unless the firm is listed but total market sales 
is equally difficult to obtain but sometimes the data can be obtained from trade 
associations or market research firms. 
24 The HHI is expressed as HHI = s1² + s2² + s3² + ... + sn² (where sn is the market 
share of the firm) 
25 If, for example, there were only one firm in an industry, that firm would have 100% 
market share and the HHI would be equal to 10,000 (100²), indicating a monopoly. The 
closer a market is to being a monopoly, the higher the market's concentration. So, if there 
were thousands of firms competing, each would have nearly 0% market share, and the 
HHI would be close to zero, indicating nearly perfect competition. 
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3 Current sector support initiatives and interventions 
 

3.1 Overall sector strategy for ICT sector support 
In 2000 the Provincial Department of Economic Affairs in the Western 
Cape released a report26 elaborating on a collaborative approach to 
regional sector development. The report outlined a strategy for sector 
support in the region, defined a conceptual approach and the rationale for 
the identification and selection of target sectors. This collaborative 
approach broadly attempts to strengthen and find suitable cluster 
developments for the sector concerned. 
 
The ICT sector was one of the target sectors identified by the Directorate 
of Sector Development in the Western Cape Department of Economic 
Affairs and this approach for the ICT sector will be examined in detail in 
the following section.  
 
To date there have been other key programmes and projects that have 
been initiated by the sector that provide and facilitate sector support: 

 

3.2 CITI – the Cape IT initiative 
The Cape IT Initiative is a not-for-profit organisation focused on 
promoting the ICT industry in the Western Cape. It focuses on the 
following four key areas: 

• Marketing and networking 

• New business IT development 

• IT skills development 

• Influencing IT policy 

CITI is widely recognised as an important champion of the ICT sector in 
the Western Cape and has been responsible for spearheading many new 
ICT development initiatives in the sector such as: 

Cape Lab Seminars 
CITI has organised various seminars that focus on ICT companies that 
attempt to export their products and services.  

UUNET Bandwidth Barn27 
The Bandwidth Barn is an incubator for ICT start-ups that provides a 
dynamic environment where entrepreneurs are able to work alongside and 
share experience with likeminded entrepreneurs.  

                                       
26 Nigel Gwynne-Evans. 2000. “A Collaborative Approach to Regional Sector Development”, 
Report prepared for the Provincial Department of Economic Affairs: Western Cape. 
27 The Bandwidth Barn is an incubator for small and medium IT businesses and at present 
houses over 30 businesses. Interestingly the Barn tenants originated purely through 
marketing by word of mouth. See the Bandwidth Barn website for further information at 
http://www.bandwidthbarn.org/  



 24

 

To this end, the UUNET Bandwidth Barn was established to provide value 
by providing: 
 
• cost-effective access to infrastructure such as bandwidth and 

administration support 

• assisting in establishing a community that collaborates and 
participates more actively 

• facilitating UUNET Bandwidth Barn tenants to harness business 
opportunities. 

 
The Bandwidth Barn provides affordable always-on internet connectivity to 
small IT start-ups, and a supportive cross-pollinating community to create 
synergies.  
 

Black economic empowerment (BEE) 
BEE in the ICT sector has been encouraged by CITI by using the 
Bandwidth Barn incubator discussed above.   
 
CITI has identified two areas that have prevented a dynamic mix of 
tenants in the Barn, namely means (CITI defines this as affordability of 
rent and other costs) and skills.  
 
CITI believes that if they are able to broaden the profile of tenants at the 
Bandwidth Barn then this would facilitate transformation within the 
industry. Thus CITI has initiated a project that will focus on attracting and 
assisting black-owned ICT companies to flourish in the Barn through 
mentorship and networking support. A subsidy programme will 
compensate for the means issue, and an accelerated skills development 
programme to assist with the development of skills. This project is to be 
called the “Launchpad Process”.  

 
SMME development   
CITI is also planning to provide a managed process that will facilitate the 
sourcing of new business opportunities from Western Cape based 
companies that use ICTEs (Information Communication Technologies and 
Electronics). CITI has indicated that they will then use these contracts to 
leverage those companies participating to adopt learnerships and submit 
ISETT-SETA skills development plans. 
 
A co-ordinated business development support programme will further be 
implemented to support and build capacity in these organisations that will 
meet a specified criterion. It is envisaged that the programme will offer 
business strategy and sales operational skills transfer in order to increase 
success rates. 
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CITI skills development 
“My Mentor” is a CITI facilitated mentor support program established to 
match Western Cape ICT entrepreneurs with experienced business people 
who are able to provide strategic business development support. This will 
help to overcome the problem that many entrepreneurs in the ICT sector 
are generally technologically sophisticated but lack the requisite business 
development skills to grow their businesses.  

 

3.3 Other ICT sector skills development initiatives28 
 

ISETT SETA 
The Skills Development Act29 encourages employers to invest in sufficient 
training for employees. This is seen as a means to both redress of skills 
inequities resulting from the apartheid regime, and to uplift skills across 
industry to a common standard. 

The Act provides for the Minister of Labour to establish a number of Sector 
Education and Training Authorities (SETAs) each of which addresses the 
education and training requirements for a specific sector. In addition, the 
Act also introduces the concept of ‘learnerships’, which are negotiated 
contracts between employer and employee to ensure agreed-upon 
learning outcomes. 

One such SETA is the ISETT SETA (Information Systems, Electronics and 
Telecommunication Technologies), which is tasked with three sub sectors 
namely, the IT sector, the Electronics Industry sector and the 
Telecommunications sector. 

The function of the SETA is to determine what the training needs of the 
industry are, and to ensure the sector can support a specific SETA, 
financially and organisationally, which will deliver on the industry’s 
needs.30 This is achieved through broad consultation with stakeholders in 
industry, business, labour, academia, communities and the government. 

The act requires employers with a payroll in excess of R250 000 (or who 
deduct PAYE), to pay a levy of 1% of gross payroll. This is collected by 
SARS and paid over to the relevant SETA. Additional sources of funds are 
also derived from national government budget allocations and donor 
agencies. 

Employers are able to claim back a portion of the levy from their sector 
SETA by submitting a workplace skills plan that outlines the company 
training plan, beneficiaries of training and the method of the training and 
by implementing this work place skills plan. The training to be undertaken 

                                       
28 Sourced from Knowledge Economy & E-Government Provincial Government of the 
Western Cape. 2003. “Cape Skills: An investigation into the ICT skills requirements of the 
Western Cape for the Knowledge Economy.” Unpublished report prepared by Radian. 
29 Act 97 of 1998 
30 See the Department of Labour Skills Development Strategy, February 1999 in SAITIS: A 
Survey of the IT industry and related jobs and skills in South Africa 
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in the plan must be undertaken by a South African Qualifications Authority 
(SAQA) accredited organisation31. 

Two recent examples of ISETT SETA’s efforts to train, deploy and retain 
ICT skills are the recent funding of the Siemens Learnership Programme 
and the ISETT SETA Technology Mobile. 

 
Siemen’s Learnership programme 
ISETT SETA recently agreed to allocate approximately R11 million to the 
Siemens Learnership Programme from its discretionary pool32. The funds 
will be used to develop and implement Learnership programmes at 
Siemens, and also to grow the skills base and performance of the 
telecoms industry as a whole. 

 
ISETT SETA Technology Mobile 
ISETT SETA also recently launched the ISETT SETA Technology Mobile 
which is a specially commissioned vehicle that takes information services, 
electronics and telecommunications technologies to learners and the 
public. The first of these ‘techmobiles’ was deployed in the Eastern Cape 
in October 2002. The mobile uses interactive exhibits and experiences as 
part of a ‘learning through doing’ approach. 

The development costs of the project were funded by the ISETT SETA, and 
operating costs for the first year were shared by the ISETT SETA and the 
Vodacom Foundation. Other substantial sponsors include 3M, 
DaimlerChrysler, De Haans Body Works, Edit Micro, Hewlett Packard, 
Institute of Maritime Technology, Microsoft, Sentech and Telkom. 

This project enjoys the support of the Western Cape and Eastern Cape 
Departments of Education. 

 

The Kulisa (‘to grow’) Project 
ISETT SETA in conjunction with the City of Cape Town’s Information 
Directorate and CS Holdings, has funded a training project called Kulisa. 
This project has recruited 130 youths from previously disadvantaged 
communities within the city. CS Holdings will be responsible for training 
these individuals and the City of Cape Town will provide assessment and 
mentorship. 

The interns will be exposed to both theoretical and practical knowledge, 
which will prepare them for entering the marketplace upon completion of 
the year long learnership. 

The logic of this project derives in part from the City of Cape Town’s 
recognition of the importance of developing ICT identified a s a part of its 
e-government strategy. 

                                       
31 See above for a full description on SAQA 
32 In the 2002 / 2003 financial year, ISETT SETA dispatched funds worth R42 million from 
its discretionary pool of grants to ICT companies within South Africa. 
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Skills development as a component of e–government programs 
E-government refers to the use of ICT by government to improve internal 
efficiency and the effectiveness of service delivery. This has the potential 
and ability to transform relations with citizens, businesses and other arms 
of government.33 

The Smart City Strategy, which is in essence an e-government initiative, 
is an ICT enabling program of the administration of the City of Cape Town. 
The intent of this strategy is to ensure the benefits of ICT such as inter 
alia, better delivery of government services to citizens and improved 
interactions with business and industry, are available to other 
administration services and directorates so as to enable them to deliver 
on their objectives. 

 
Smart Cape Access Project 
In response to this strategy the City of Cape Town has launched several 
projects and activities that attempt to deliver on these challenges. One 
such project is called the Smart Cape access project, the objective of 
which is to ensure that all citizens of Cape Town have access to basic ICT 
tools. A model for public access has been developed that allows computing 
facilities with Internet to be provided cost effectively, using open source 
software and utilising existing infrastructure and resources. 

Six computers have initially been installed on a pilot basis in each of the 
six public libraries across Cape Town, primarily in economically 
disadvantaged areas. Each library member has use of these facilities at no 
charge for up to 45 minutes per day. As well as desktop applications, each 
user has an e-mail account and unique e-mail address. Internet browsing 
is possible and a default ‘start page’ is provided to provide guidance to 
new users. 

The pilot project has clearly revealed the need for computer literacy 
skills training among current and prospective users. The current user 
base is predominantly young and male, and the number of users who 
register, but then do not continue to make further use of the facilities, is 
high. An independent assessment undertaken in November 2002 
specifically identified the lack of skills among users as a factor inhibiting 
broader use of the facilities, and thus in the perpetuation of the digital 
divide. 

The separate but related need for user assistance is being addressed 
through a program that will recognise and certify volunteers to work in 
each library on an organised basis. But this cannot provide structured 
instruction. The original specification of the Access Points specifically 
avoided anything that could result in the libraries becoming de facto 
computer literacy training schools, as this would divert them from their 

                                       
33 For a full definition and discussion on e-government, see 
http://www.egov4dev.org/egovdefn.htm 
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main task, as well as try and impose a function that they are not designed 
or equipped to perform. 

If this project is to have the maximum impact, it is envisaged that some 
provision for skills development in the form of computer literacy training 
must be provided. 

There are several aspects to providing such training: 

• Identifying locations with suitable facilities 
• Ensuring that the course content is appropriate, and ideally 

accredited 
• Promoting courses to Smart Cape Access users 
• Coordinating these activities on a library by library basis 

The Smart Cape Access points are provided at no charge to the user; 
however similar subsidy of computer literacy training is not realistic. 
Therefore it is envisaged that a uniform pricing model for skills training 
would also therefore be useful. 

Education and skills development falls within the ambit of the provincial 
government. The Western Cape Education Department (WCED) has 
implemented the Khanya project to place computers in schools. In 
addition, the Computer Society of South Africa34 has initiated an 
internationally accredited computer literacy program called the 
International Computer Driving License35. A recent proposal recommended 
that these be utilised – either separately or together – to provide 
opportunities for computer literacy training to Smart Cape users. The 
proposal has been accepted and the City of Cape Town will implement this 
skills development programme shortly. 

With this planned expansion of the Smart Cape Access project, which as 
can be seen, involves more than just the installation of more Access 
points. There will be the integrated development of content, which 
includes training material, delivery of skills and development training and 
the promotion of ICT for personal and development use. 

The key elements of this training and skills development curriculum 
impact directly on the development of ICT skills, which are required by 
individuals to participate effectively in the information economy. 

SAITIS ICT Development Framework 
The South African IT industry strategy project has been the most 
extensive national initiative to grow the ICT sector to date. The project is 
a joint initiative between the Department of Trade and Industry and the 
Canadian International Development Agency (CIDA). The project has just 
ended its third funding cycle and its main goal has been the promotion of 

                                       
34 The European Computer Driving License Foundation (ECDLF) has appointed the 
Computer Society of South Africa (CSSA) to promote, distribute and administer the 
European Computer Driving License in Southern Africa. The licence will be known as the 
International Computer Driving Licence (ICDL) and will be administered by the ICDL 
Foundation of South Africa. 
35 See http://www.icdl.org.za/ 
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the South African IT industry in a manner that has contributed to 
sustainable economic growth, social upliftment and empowerment. 

SAITIS had four fundamental objectives: 

1. To create a robust, growing and sustainable ICT sector; 

1. To increase use of ICT as an enabler for socio-economic development; 

2. To create a knowledgeable and growing ICT workforce; and 

3. To create a world-class culture of ICT innovation. 

Specific initiatives sponsored by SAITIS include: providing Internet access 
in schools; creating an academy for software development training; 
providing community Internet access points; and installing public 
information terminals for access to information about government 
services. 

One of the main outputs of the project is the ICT Sector Development 
Framework, which was launched in November 2000. This identified goals 
and objectives in four specific areas, one of which focuses on the 
development of ICT human resources. 

This involves using private and public sector firms for providing training 
and the development of IT skills. For example, Telkom was awarded funds 
to build its ICT skills base through its training centers across the country, 
including the Western Cape. The Department of Education has also started 
emphasising ICT in those secondary schools where connectivity is 
available. Education curricula are being reworked to include ICT courses 
from early stages of learning, and the Department of Education in the 
Western Cape has launched the Khanya project in order to narrow the 
digital divide by placing ICT and audiovisual technologies in disadvantaged 
schools. 

Further projects commissioned by SAITIS that should be noted here 
include the recent report36 that attempted to identify relevant programs 
and initiatives to re-skill retrenched workers for the ICT sector and the 
ICT enabled sectors. This study found that locally re-skilling is being done 
to a limited extent on a ‘pull’ basis i.e. when a person who is needed to 
perform a specific task is then a person with the appropriate basic 
competencies is hired and trained to have the skills needed for that task.) 
They found that when a ‘push’ approach is used (i.e. people are provided 
with a specific skill set and then ‘pushed’ onto the job market in the hope 
that they will find employment) then the resulting levels of success has 
been dismal. 

This re-skilling study also examined learning points from international re-
skilling programs37, which are also relevant to this report. The relevant 
learning points from these programs have been summarised below: 

                                       
36 SAITIS. 2002. The re-skilling of retrenched workers in Information and Communications 
Technology. Advidata was commissioned by SAITIS to prepare this report. 
37 The re-skilling study examined programs that had been implemented in Canada, Chile 
and Singapore. 
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• Choice of skills to be developed should be done in conjunction with 
industry and education institutions; the decision should be market 
driven where ever possible 

• Re-skilling programs need to be flexible; curricula should change 
depending on industry requirements. 

• The selection of participants for re-skilling programs need to be 
carefully considered – participants need to have the aptitude and 
willingness to build on past abilities to develop new ones. 

• Re-skilling programs have been found to be more successful if they 
combine academic training with practical work. 

• Individuals who are changing the direction of their career by re-skilling 
often benefit from a personal mentor – from within the company 
requiring their new skills or from the training institution. 

• A fine balance must be maintained between job creation and training 
(or re-skilling) of potential employees, Re-skilling programs should not 
be seen as an alternative to job creation programs; rather they are a 
means of filling job opportunities with individuals who have some 
foundation skills but require further training to meet the specific job 
requirements. 

• To be successful, skill re-development programs should best be a tri-
partite effort between government, employers and training institutions. 

• Short, open ended courses that do not include formal evaluation and 
without practical work as part of the training, are rarely successful in 
assisting the potential job applicants in locating suitable work 
opportunities. 

Significantly, the study concluded that re-skilling a person for a non-
existent job is futile. People should be trained to fulfil the requirements of 
known opportunities, not to pad their CVs. 

DTI Youth Internship Program (YIP) 
The DTI Youth Intern Program is an example of a skills development 
programme that is aimed at job creation and tries to fill positions that 
have already been created. 

Last year the Department of Trade and Industry (DTI) launched the pilot 
of what was an extensive Youth Internship Program in an attempt to 
address the severe lack of ICT skilled individuals in South Africa. The 
Department believes the skills shortage is severely detrimental to the 
current and future growth prospects of the ICT sector as well as other 
sectors of the economy that are reliant on ICT trained staff. 

The DTI therefore collaborated with the private sector to alleviate the 
situation by expanding existing internship programs with additional 
intakes. The R12 million DTI YIP pilot gave an opportunity to 120 young 
South Africans, to be skilled for employment in the ICT sector. These 
young people had varying levels of ICT training (school leavers, diploma 
and degree graduates); the program developed or further developed their 
ICT skills through a combination of practical experience and theoretical 
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training. The pilot program was composed of at least 85% black people, 
54% women and 4% disabled individuals, which fulfilled the spirit and 
intention of the Department of Labour Skills Development Act38. 

The YIP pilot program provides a foundation for a much more extensive 
roll out in years to come. Through an extensive research study 
commissioned by the minister of Trade and Industry’s ICT Development 
Council, a comprehensive implementation plan was been developed. Six 
organisations were selected to take part in the pilot program on the basis 
that they were found to be good hosts of internship programmes. (These 
were CS Holdings, Esselenpark, Siemens, Arivia.kom, SITA and IBM.)  

These organisations currently use their own youth internship programs to 
develop the skills they require, and the number of students involved is 
geared specifically to their needs. These existing programs will now be 
used to address the wider ICT skills demand within the country by 
enrolling a greater number of students than is normally required by the 
organisations. The intention is to make these graduates available to other 
organisations with similar skills needs. The ICT sector’s sector education 
training authority (ISETT SETA) has entered into an agreement with the 
DTI to further support this program. 

This government-facilitated incentive program is designed to pro-actively 
encourage organisations to take part in the development of young South 
Africans. The following benefits and impacts are envisioned: 

• Training and skills on basic levels for those youths who have as yet 
acquired no employable skills; 

• Increased probability of employment for non-ICT graduated youths; 

• An expanded pool of employees with the relevant industry training and 
practical experience for industry to draw on; 

• Reduction of South Africa’s burden of unemployed youths; and 
ultimately 

• Economic development for SA. 

Division for Lifelong Learning, University of the Western Cape (UWC)39 
This division at UWC provides prospective students the flexibility to learn 
at different times and at different stages in their careers and to gain full 
accreditation for their efforts. This approach has the benefit of minimising 
the time and financial pressures associated with full time study by 
enabling smaller periods of study. 

The division also offers ICT related courses such as computer literacy, web 
design, Java programming for non-programmers and Java programming 
techniques. 

                                       
38Act No. 97 of 1998 
39 See the Division for Lifelong Learning, University of the Western Cape (UWC) website for 
more information at www.uwc.ac.za/dll  
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ICT Innovations – University of Cape Town 
ICT Innovations is a wholly owned, self -funding unit established at the 
University of Cape Town to make available to the Western Cape and South 
African community the expertise of UCT through ICT projects, while at the 
same time providing internship and mentoring for students. 

Key motivating factors behind the establishment of ICT Innovations 
include: 

• Foster involvement with the Cape IT industry; 

• Provide a platform for mentoring previously disadvantaged students; 

• Provide a basis for interaction with local industry; 

• Provide a basis for student internship; and 

• Give students real, hands-on experience in practical and professional 
application of the skills they are learning.  
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4 Current  sector support approach 
At a high level, the current strategy for sector development in the 
Western Cape is outlined by the Directorate of Sector Development in the 
Western Cape Department of Economic Affairs.40 

The strategy relies on a range of different interventions to develop local 
industry sectors. It was not envisaged that the level of intervention be 
aimed at the firm level or at the macro level but the main focus be on 
building the linkages and networks between firms, institutions and 
government. This approach was dubbed as “collaborative.” 

4.1 Sector development 
Sector development is defined by the Western Cape Department of 
Economic Affairs as “any targeted action focusing on a particular sector41, 
niche or cluster42.”  

Against this backdrop the role of provincial and local government has 
expanded by becoming more focused on the needs of firms. The regional 
government has identified a key role through this strategy to foster an 
environment for collaboration between tiers of government, business, 
labour and various support bodies. The regional approach states that it is 
the “un-traded interdependencies” amongst and between the players, 
which are seen to be central to successful modern economies, and where 
the dissemination of information and speed by which firms adapt and 
respond is becoming critical. The approach further states that provincial 
government should promote collaborative practices to encourage adaptive 
learning and innovative practices that will lead to dynamic learning 
regions.  

The regional sector strategy lists core action areas for collaborative 
strategies around which the Provincial Government has been focusing. 
These have been categorised in the following table: 

 

Action Requirements 

Encouraging inter – firm level 
collaboration 

• Encourage networking between 
firms and institutions 

• Develop adaptive learning 

                                       
40 See Nigel Gywnne-Evans. 2000. “A Collaborative Approach to Regional Sector 
Development: Provincial Department of Economic Affairs: Western Cape”. 
41 A sector is defined as a grouping of firms involved in the production of a similar product.  
42 A cluster can be defined as a “geographically bounded concentration of similar, related 
or complementary businesses with active channels for business transactions, 
communications and dialogue that share specialised infra-structure, labour markets and 
services and that are faced with common opportunities and threats” S Rosenveld. 1995. 
“Regional business clusters that work” in Nigel Gywnne-Evans. 2000. “A Collaborative 
Approach to Regional Sector Development: Provincial Department of Economic Affairs: 
Western Cape” 5. 
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Action Requirements 

• Encourage collaborative projects 
(export councils) 

• Arrange joint marketing initiatives 

Firm level restructuring • Focus on improving the efficiency 
and productivity of the firm 

• Encourage firms to focus on 
quality development, economies 
of scale and core competencies 

Facilitating new investment • Identify investment opportunities 
for both foreign and local 
investors 

• Encourage reinvestment and 
expansion of local firms 

• Identify opportunities for up and 
downstream investments 

Focused education and skills 
development 

• Create a culture of continuous 
learning  

• Ensure appropriate skills 
development 

• Facilitate better co-operation 
between industry and training 
institutions 

Enhancing infrastructure • Engage on behalf of the specific 
sector with other government 
agencies 

Encourage innovative behavior • Encourage firms to raise the level 
of R & D and form partnerships to 
develop new products and 
services 

Empowerment • Help to facilitate the identification 
of new opportunities for black 
participation and ownership. 

 

The IT sector, amongst other, was identified by the PGWC for 
collaborative support in light of the fact that it was characterized as a high 
growth sector having a competitive advantage over many of the other 
sectors and being regarded as a critical component of the economy.  
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4.2 Assessment of the current sector support approach  
We have used the categories and descriptions as set out in the action plan 

Action Requirements   Assessment 

Encouraging inter – firm 
level collaboration 

1. Encourage networking 
between firms and 
institutions 

2. Develop adaptive 
learning 

3. Encourage collaborative 
projects (export 
councils) 

4. Arrange joint marketing 
initiatives 

The PGWC has been very 
active in CITI- which is 
heavily involved in CITI. 
The Cluster approach 
used here has been 
adapted and adopted for 
other sectors(learning). 
Over the last 3 years 
neither the PGWC or 
Wesgro have been 
involved in any ICT 
export activity or joint 
marketing initiatives 
(outside minor CITI 
activity). In 2001/2002 
Wesgro was heavily 
involved in both COMDEX 
and CEBIT. The lack of a 
local ICT export council is 
a major disadvantage to 
local companies 

Firm level restructuring 1. Focus on improving the 
efficiency and 
productivity of the firm 

2. Encourage firms to 
focus on quality 
development, 
economies of scale and 
core competencies 

Very little activity in the 
ICT Sector- seems an 
ambitious goal  

Facilitating new 
investment 

1. Identify investment 
opportunities for both 
foreign and local 
investors 

2. Encourage 
reinvestment and 
expansion of local firms 

3. Identify opportunities 
for up and downstream 
investments 

Some activity through 
Wesgro, mainly in BPO 
and call centres. No 
visible focus on 
opportunities for local 
investors. No visible 
promotion to encourage 
re-investment and 
expansion by local firms  

Focused education and 
skills development 

1. Create a culture of 
continuous learning  

2. Ensure appropriate 
skills development 

3. Facilitate better co-
operation between 
industry and training 

No focused public 
strategy on ICT skills 
development 
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Action Requirements   Assessment 

institutions 

Enhancing infrastructure Engage on behalf of the 
specific sector with other 
government agencies 

The major issue has been 
telecommunications and 
skills. No major impact 
was seen in either field 

Encourage innovative 
behavior 

Encourage firms to raise 
the level of R & D and form 
partnerships to develop 
new products and services 

No major Impact 

Empowerment Help to facilitate the 
identification of new 
opportunities for black 
participation and 
ownership. 

No Impact on BEE 
ownership or 
opportunities. PGWC has 
been instrumental in 
funding the LaunchPad 
program of CITI- to 
support Black ICT 
entrepreneurs 

 
4.3 Other Key areas of Interest 
Area Requirement Assessment 

Export Promotion The ICT Census identified 
export into Africa as a 
major opportunity and the 
need for local export 
promotion 

Local export promotion of 
ICT sector very low level. 
No major focus on Africa 
as amarket 

Attracting Key Driver 
Industries 

The local ICT industry is 
dependant on large 
business driving 
innovation 

No strategy to attract 
knowledge intensive 
sectors eg. Financial 
services 

Procurement Use procurement to build 
local capability, promote 
investment and drive 
innovation 

No strategy to use 
procurement to drive the 
local industry, even 
though PGWC is one of 
the largest buyers in the 
region. 
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5 Public sector perspective 
The Municipal Systems Act, which defines the duties and powers of local 
government, requires that the City of Cape Town take into account its 
impact on economic development in all of its activities. 

Using the model proposed by in the World Development Report 199743 the 
business support environment is understood to generally encompass: 

• Minimal functions – this includes the provision by government of 
pure public goods such as defense, law and order, public health & 
safety, property rights, macroeconomic management and public 
health, as well as protection of the poor by providing poverty 
alleviation programs and disaster relief. 

• Intermediate functions – these fall under four headings: 

• addressing externalities, such as providing basic education, and 
environmental protection; 

• regulating monopoly through utility regulation and antitrust policy; 
• overcoming imperfect information by providing financial regulation, 

consumer protection, and a framework for the provision of insurance; 
and 

• providing social insurance by such means as redistributive pensions, 
family allowances, and unemployment insurance. 

• Activist functions, such as fostering markets and cluster initiatives 
(which are attempts to coordinate private sector activity) as well as 
asset redistribution (e.g. land reform). These functions may involve 
delivery to achieve equity objectives via redistribution of focus and 
opportunity, or facilitation to create markets for goods and services 
where there is a need to correct market dysfunction. Within the 
present context, activist functions include both the support of and 
physical delivery of point-of-delivery business services. 

These activities shape the overall business support environment. Whilst 
not ignoring the vital nature of minimal and intermediate functions, the 
traditional focus of ‘business development services’ is primarily an activist 
function, seeking to both: 

• address market failure by providing information required by 
businesses, providing or facilitating the provision of consultancy 
services, providing or encouraging skills and business training; and 

• improve equity by engaging in technology transfer and development, 
and providing  subsidised access to infrastructure. 

Various forms of financial support (guarantee, loan, subsidy, grant) can 
fall into either of these categories depending on the motivation. Together 

                                       
43 Taken from the presentation “Key developments in the emerging market development 

approach to business development services” given by Alan Gibson of The Springfield 
Centre during a seminar on ‘Emerging Good Practices in BDS’ at the ILO International 
Training Centre, Turin, September 4 – 8, 2000 attended by Radian. 
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with other activities, these collectively are best considered to be ‘Business 
Support activities’. Business Support thus encompasses both financial 
support and Business Development Services (sometimes abbreviated to 
‘BDS’). This is illustrated in the following diagram: 

Business 
Support 
Activities

Business 
Development 

Services

Financial 
support

 

Relationship of financial support and business development 
services to business support activities  

 

5.1 Business support needs 
The business support environment can alternatively be viewed in terms of 
the needs of business for various forms of business support. 

5.2  What are the needs of business? 
A useful model  of the business support environment – developed during 
the course of the framework study - is the business support services map. 
This has two parameters: the felt or expressed needs of business for 
support services, and the type of business in terms of its degree of 
sophistication. 

Needs addressed by business support services 
Through interview, research and experience the following common 
needs have been identified: 

1. Access to finance – the extent to which this is a ‘problem’ will depend 
on: 

• the business management skills and experience of the business 
person; 

• the sector in which the business operates (impacting systemic risk);  

• the level of sophistication of the business (impacting specific risk); 

4. Business management skills, including financial management; 

5. Access to market opportunities;   

6. Technical support; 

7. Capacity and resources to engage in product/service development; 
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8. The ability to effectively market (promote) products/services, to close 
sales and provide ongoing customer service; and  

9. The skills and ability to identify, hire, train and manage employees 
with skills and experience needed by a business – generally known as 
‘human resource management’. 

Underpinning many of these needs (when they are unmet) is: 

10.A lack of available information and knowledge about various aspects of 
almost all of these needs. This includes where to find them, how much 
they are likely to cost, and how to use them effectively.  

Commercial, for-profit providers of business services are used by many 
established, more sophisticated business as a part of regular business-to-
business activity. 

Addressing these needs other than by means of commercial, for-profit 
activity  – where necessary – is an activist function as previously defined, 
with the intent of either addressing market failure or improving equity. 

These needs constitute one axis of the business support services map.  

Types of businesses  
Businesses are commonly defined by industrial sector (by means of the 
Standard Industrial Classification [SIC] code) or by their size.     

In turn, ‘size’ is determined within sectors according to: 

• the total number of full-time equivalent employees employed by the 
business; 

• the value of total annual sales booked by the business; and 

• the total gross asset value (excluding fixed property) owned by the 
business. 

Accordingly, within each sector businesses are generally defined as being 
either: 

• micro-businesses; 

• small businesses; 

• medium businesses; or 

• large businesses. 

The range of the last category is the greatest, running up to the inclusion 
of listed conglomerates and multi-nationals. There is often an assumption 
that all business that are not large – and therefore ‘SMMEs’ – are in need 
of ‘support’. 

However, during the course of the research and deliberations it become 
clear that there is no meaningful correlation between the ’size’ of a 
business and the nature and form of its support needs. 

During attempts to use this classification to map the business support 
environment, it became clear that a more appropriate classification of 
businesses is in terms of needs – that is, the extent to which they are 
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addressed and the appropriate form in which they should be met – is in 
terms of the degree of sophistication of the business. 

Four general categories of business sophistication, with their typical 
characteristics can be identified. 

Table 1: Scale of business sophistication 

Degree of 
sophistication Identifying characteristics44 Indicative Size45 

Survivalist / 
necessity 
entrepreneur46 

These are the least sophisticated category of 
businesses. No market plan; predominantly driven 
by skills/abilities of owner. Most such businesses are 
informal.    

Micro, Small 

Emerging 
/stable 

Most common, and collectively the largest employer. 
Some part of the informal sector, but established in 
that they have - for example - a trading name, fixed 
place of business, identifiable debtors, creditors and 
stock.  Others are registered business entities. Both 
provide a regular – if sometime erratic – income for 
the owner.   

Micro, Small, 
Medium 

Growth 
oriented 

Formal and established. Driven primarily by a 
desire/ability to take advantage of an identified 
business opportunity.  Management consciously 
works ‘on the business’ to tune its efficiency and 
effectiveness. Activity focused on capturing a 
percentage of a market segment characterised by 
customer need and geography. Emphasis is 
managing revenue growth. 

Small, Medium 
Large 

Globally 
competitive 

Formal, established and structured, capable of 
competing for business on the conscious basis of 
price, quality, flexibility or delivery. Have systems 
and processes defined and in place to manage and 
report on the key value adding indicators and 
business support activities.   Activity is often focused 
on driving efficiency and managing costs. The 
financial emphasis is on the balance sheet. 

Small, Medium, 
Large 

Businesses characterised thus constitute the second axis of the business 
support services map. 

The extent to which business support needs are met, and the way in 
which they are met, varies according to the type of business as defined by 
the degree of sophistication of the business. 

Bringing these ideas together: the business needs map 
Business needs (including financial support) and business sophistication 
together form the ‘latitude and longitude’ of the business needs map – 
they define the territory and allow us to position different kinds of 
business needs relative to each other. This is represented in Figure 2. 

                                       
44 An expanded version of these category characteristics is reproduced in the Addendum 
45 Sizing as per the National Small Business Act 
46 This term, and the term ‘opportunity entrepreneur’, are taken from ‘Global 

Entrepreneurship Monitor: 2001 South African Executive Report’ Graduate School of 
Business, University of Cape Town, November 2001 
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Figure 2: the Business Needs Map 

This generic map can be used, for example, to: 

• Identify the specific needs of a category of business for a particular 
service, e.g. what are the finance needs of a growth-oriented business? 

• Identify the specific service providers fulfilling specific needs to each 
category of business, e.g. who is providing market opportunities to 
emerging businesses? 

In the present context, this map has been used to evaluate the demand 
for various business support services by members of the different 
categories of business. 

5.3 Demand for business support services 
Numerical measures of demand and supply are not available. What the 
next table endeavors to do is to estimate the relative demand and supply 
for the various types of business needs identified, according to the posited 
categories of business sophistication. 

Relative demand 
In the following table (Table 2), each category of business need is 
assessed in terms of both demand (D) and supply (S). In either case, ‘+’ 
represent high demand or supply and ‘-’ represents low demand or 
supply; ‘+/-‘ represents a median level of demand or supply. Matching 
symbols for both demand (D) and supply (S) indicates that demand and 
supply for business support services addressing that need are in rough 
balance. 
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Table 2: Estimate of relative intensity of demand and supply for 
the main types of business support needs by category of business 
sophistication. 

Business 
services 

 

Business    
sophistication 

Finance 
 

Business 
Manage- 
ment 

Market   
opportun-
ities 

Technical 
skills 
(product & 
service) 

Product 
/ service 
develop- 
ment & 
product- 
ion 

Marketing, 
sales, 
delivery, 
service 

Human 
resource 
manage- 
ment 
& develop- 
ment 

Demand and 
Supply D S D S D S D S D S D S D S 

Globally 
Competitive 
Firms 
 

+ + + + + +/- + +/- + + + + + + 

Growth- 
Orientated + + + + + +- + +/- + - + - + - 

Emerging 
/stable firms 
  

+ - + - + - + - - - - - - + 

Survivalist/ 
necessity 
entrepreneurs 

+ - - - + - - - - - - - - - 

This table indicates an interpretation of the demand for and supply of 
business support services. In summary: 

• Globally competitive firms: market forces bring about a good 
alignment of demand and supply of business services. There is unmet 
demand for market opportunities (most – if not all – businesses seek 
to grow!), as well as for technology transfer and technology skills. 

• Growth oriented businesses: market forces bring about a close 
alignment of demand and supply of business services delivered to 
growth oriented businesses, except in the areas of:  

• Market opportunities and technology skills (as with globally 
competitive firms); 

• Product/service development; 

• Marketing, sales and fulfilment; and 

• Human resource development and management 

where there are currently unmet needs, both felt and actual. 

• Emerging and stable businesses have a strong demand for financial 
support, business management advice and skills, market opportunities 
and technical skills. Being generally based on the skills of the 
entrepreneur, demand for product development services is low. This 
level of business sophistication does not require advanced marketing 
and sales strategies, whilst in the area of human resource 
management there is an something of an oversupply of service 
providers relative to demand. 
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• Survivalist firms and necessity entrepreneurs have a high, unmet 
demand for financial support and help with location of market 
opportunities; supply of other support services is low, but in line with 

demand. 

More generally: 

 

Size of the market for business support services 
The number of businesses in each category of business sophistication is 
estimated to be: 

Table 3: Number of businesses in Cape Town in each business 

sophistication category47 

Category of business by 
sophistication index 

Number Percentag
e of total 

Globally competitive 1,350 2.3% 

Growth oriented 3,150 5.4% 

Emerging/stable 40,500 69.2% 

Survivalist/necessity 
entrepreneurs 

13,500 23.1% 

                                       
47 The basis of this numerical estimate is detailed in an addendum to this document 

(Section 9) 

Note that a high supply-high demand scenario does not necessarily 
ensure a dynamic marketplace. This generally only occurs when both 
supply and demand are in balance, and a large number of transactions 
occur- i.e there is some liquidity in the market. Only under such 
circumstances is knowledge of the quality of services available and at 

h t i  id l  k  d th  k t i l   l  

• Demand and supply for most types of business support needs of 
more sophisticated businesses are roughly in balance. Those needs 
that are not adequately addressed strongly tend to be of an 
industry specific nature. 

• Among less sophisticated businesses, there is unmet demand for: 

• Financial support; 

• Business skills training; and 

• Access to market opportunities. 
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Category of business by 
sophistication index 

Number 
Percentag
e of total 

TOTAL 58,500 100% 

There are estimated to be around 1,100 organisations providing general 
business support services in Cape Town, and approximately 840 providing 
sector or industry-focused support. 

5.4 Emergent good practice approaches to business support 
 The market development paradigm 
The failure of traditional approaches to business development (especially 
in relation to the achievement of scale, outreach and sustainability 
objectives) has in recent years led to a central paradigm shift in the 
approach to the provision of business support services in general, and 
business development services in particular.48 

The success of emergent new micro-financing initiatives49 and the 
increasing realisation that emerging businesses actually accesses many 
‘hidden’ services from sources other than those specifically created to 
provide business development support (which, contrary to conventional 
wisdom are often purchased at full cost) has lent momentum to this 
shift.50 

Succinctly, the emergent new paradigm places increasing emphasis in the 
delivery of business support services in general, and of business 
development services in particular, on the interplay of supply and demand 
in a functional marketplace. 

As with all new approaches, this has the same potential for becoming a 
blind ideology as the old, with overemphasis in all circumstances on the 
support of business development through the promotion only of 
commercial business services. A balanced approach incorporating features 
of both the traditional and evolving new approaches recognises that 
significant potential exists for the creation of markets in respect of many 
business support services, but not necessarily all. Key features of the new 
paradigm compared with the old are summarised in Table 4.51,6

                                       
48 Prey J. Institutional Challenges in Shifting to the Business Development Services Market 

Development Approach (ILO 2002) 
49 Goldmark L. Sorting Out the Truth: Financial Viability of BDS Prepared for Donor Committee 

Conference on Business Development Services (1999) 
50 Gibson A. The Development of Markets for Business Development Services: Where we are   

now and how to go further  (ILO 2000) 
51 McVay M. et al Emerging Good Practices in Business Development Services (ILO 2000) p 6 as 

adapted. 



TABLE 4: Key features of the BDS paradigm shift 
 

 Traditional Approach New Approach 

Prevailing View of BDS Primarily public goods • Primarily private services 
• Provision of BDS is a business in itself 

Prevailing View of Business 
Recipients of BDS 

Beneficiaries of charity Discerning consumers of services 

BDS System Vision A sustainable (permanent) 
organisation provides 
quality BDS 

A sustainable (primarily) private market comprising competing service providers 
meets the demand for BDS from businesses 

Objective of BDS 
Intervention by Government 
and/ or Donors 

Provide sustained quality 
affordable services 

Encourage others to provide competitive quality services in the marketplace at 
full cost on a sustainable basis 

Point of Departure for BDS 
Intervention by Government 
and/or Donors 

Diagnosis of needs through 
surveys, etc, and imputation 
of the ‘need’ for services 

Assessment of the structure, functioning and potential of the market for BDS 
from the viewpoint both of supply and demand 

Point of Intervention by 
Government and/or Donors 

Intervention is ‘top-down’ 
with provision through a 
single local institution 
comprising in essence either 
a single delivery channel or 
a highly centralised one 

Intervention is facilitative at all levels with the accent on: 
• Stimulation of market demand for BDS through demand-side interventions; 

and 
• Stimulation of market supply through supply-side interventions 

Duration of Intervention by 
Government and/or Donors 

Permanent. 
 
The approach is not self-
sustaining with requirements 
generally for the core-
funding of institutionalised 
delivery structures and top-
up funding of projects and 

Temporary 
 
Interventions are directed for the specific purpose of correcting/ 
compensating for market imperfections and are scaled down and 
ultimately terminated as market channels develop. Emphasis shifts as 
new imperfections develop 
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 Traditional Approach New Approach 

programmes 
Subsidies • Subsidies are 

justified on the basis that 
particularly emergent 
business cannot afford to 
pay full cost 

• Subsidisation takes 
place at the point of 
supply of the service. 
Subsidisation is a supply-
side instrument 

• Subsidies are justified: 
• In the short-term if market development impact outweighs market 

distortion impact; 
• In the long term only for services that are public goods 

 
• Wherever possible subsidisation takes place at the point of demand. 

Subsidisation becomes a demand-side instrument. 

Prevailing View of the 
Financing of BDS 

Government/donors finance 
BDS 

BDS is financed through provider-consumer transactions 

Prevailing Institutional 
Approaches 

• Business 
development in 
institution-driven 

• Dedicated institutions 
of the state or parastatals 
controlled by government 
provide the central 
channel for BDS delivery 

• Business development is less instituion-driven than market-driven 
• A network of BDS service providers combining (reduced) state/parastatal 

involvement is facilitated to provide BDS 
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To the extent that the application of the new paradigm is - in effect - to 
apply developmental business interventions so as increase the level and 
scope of commercial services accessed from the total business support 
system, then its impact will increasingly include interventions to correct 
market imperfections using market mechanisms rather than, as in 
the past, merely to compensate for them. 

 

 

5.5 Evolving role of public sector business support52  
Government’s role is, in essence, the provision of those goods and 
services that cannot in the first place be provided effectively and 
efficiently by the marketplace. The evolving view of the role of 
government (and near-government institutions such as parastatals) is 
reflected in the following table.53 

The functions of the state 
 

 Addressing Market Failure/Inefficiencies Improving Equity 
Minimal Functions Providing Pure Public Goods: 

 
• Defense 
• Law and order 
• Property rights 
• Macroeconomic management 
• Public health 
 

Protecting the Poor: 
 
• Anti-poverty 

programmes; 
• Disaster relief 

Intermediate 
Functions 

Addressing 
Externalities: 
 
 
• Basic 

education; 
• Environmental 

protection 

Regulating 
Monopoly: 
 
 
• Utility 

regulation; 
• Antitrust policy 

Overcoming 
Information 
Dysfunction: 
 
• Insurance 
• Financial 

regulation 
• Consumer 

protection 
 

Providing Social 
Safety Nets: 
 
 
• Pensions; 
• Family allowances; 
• Unemployment 

insurance 

Activist Functions Co-ordinating Private Activity: 
• Fostering of markets 
• Cluster initiatives 
• Linkages and connectivity 
 

Redistribution: 
• Asset redistribution 

 
Government has a critical and fundamental role in supporting business 
development by ensuring that its minimal and intermediate functions are 
carried out as effectively54 as possible. Without these fundamentals in 
place, no business, however sophisticated, can survive and prosper.  

Beyond this, government’s key role in the provision of business support is 
evolving towards activist co-ordination. Experience worldwide has 
shown that whilst societal ills such as poverty and inequity exist, these are 
                                       
52 Radian. 2002. “Business Development Services – Policy Recommendations and 
Implementation Direction.” Special Report prepared for the Directorate of Economic 
Development and Tourism, City of Cape Town. 19. 
53 Adapted from:  World Bank World Economic Report: The State in a Changing World  
(OUP 1999). 
54 Clearly it is good for the economy if these are delivered efficiently as well, but effective 
delivery is paramount. 



- 48 - 
 

Radian           DRAFT 

not necessarily constraints on market formation. Rather, the constraints 
are derived from the supply-side’s inability to produce appropriate goods 
and services to serve segments of the market defined by such criteria as 
income level, gender, ethnicity, ability, and geographic location.55 

Currently many business development programmes in poorer countries 
and in poorer communities have a poverty alleviation focus and are thus 
heavily subsidised by government, both directly and indirectly. Indeed, 
government’s involvement in business service provision has often been at 
least partially motivated on this basis.56 

Traditional approaches to business development on the part of 
government that have confused business development and poverty 
alleviation objectives in disadvantaged communities do little to incorporate 
the poor into the economic mainstream but have instead, in effect, 
isolated the poor and disadvantaged into enclaves of welfare and charity. 

Specifically: 

• As they have no inherent sustainability, such interventions become at 
best short-term welfare for the disadvantaged as they do not specifically 
seek to foster viable and self-sustaining business activity; 

• Subsidies of business services weaken demand signals as important 
measures of the relevance of the services concerned; 

• Subsidies can in fact distort markets and discourage market formation 
or the provision of services within communities themselves by the private 
sector; and 

• Without clear objectives at the individual enterprise level regarding the 
achievement of self-sustainability (and growing sophistication), most 
individual businesses find it extremely difficult if not impossible to make 
the transition from highly subsidised services to full-cost services. 

The forgoing defines the approach to be taken in meeting the need for 
business support services. Further, differing kinds of support (nature of 
service and mode of delivery) are required by businesses of varying levels 
of business sophistication.  

 

                                       
55 Gibson A. et al. “Micro-enterprise Best Practices: BDS Market Development - A Guide 
for Agencies on the Emerging Market Development Approach to Business Development 
Services”.  (Development Alternatives Inc. 2001). 51 in Radian. 2002. “Business 
Development Services – Policy Recommendations and Implementation Direction.” Special 
Report prepared for the Directorate of Economic Development and Tourism, City of Cape 
Town. 
56Emerging good practice suggests the requirement for a much clearer definition and 
separation of government’s business development role from its role in pursuing equity 
within society. The pursuit of business development per se by means of the fostering of 
markets must be seen to be an activity distinct from the alleviation of poverty, although 
the potentially positive impact of business development upon poverty is undeniably a key 
benefit of business development for disadvantaged communities. 
 



- 49 - 
 

Radian           DRAFT 

6 Value chain 
 

Enterprise value chain 

Suppliers

Supply Chain Management
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Cluster value chain 

 

Infrastructure skills

Suppliers
SME’s

Components

Labour

Industry drivers
Large business

Government
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7 Analysis of the sub sectors  
Analyse the sub sectors to determine how these can be repositioned 

Which key strategic levers can be used to reposition the sector? 

 

See table on sub categories in the census report.
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