STUDY UNIT 9: Networking and Support
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9.1 Networking and networks for entrepreneurs
Networking is an active process of establishing mutually rewarding relationships with other businesspeople who can offer critical support for the growth and development of the business. Networking involves talking to people, learning from them and solving problems in one’s business. 
Networking is the process of meeting people, building relationships that can benefit all those involved, sharing information and ideas and getting one’s business on the map.
What are networks?
Networks are patterned, beneficial relationships between individuals, groups or organisations that are used to secure critical economic and non-economic resources needed to start and manage a business. 
	Type of network
	Description 

	Social networks
	Communication between different parties where exchange of information takes place.  

	Personal networks
	With whom the entrepreneur has a direct relationship, and the focus is on the individual. These networks include direct ties linking the entrepreneur and those with whom he or she does direct business. The areas in which an entrepreneur would need to develop contacts are called a role set  (partners, customers, suppliers, distributors, family members)  

	Extended networks
	Focus on network of firms and organizations rather than an individual.  The South African Women Entrepreneurs Network (SAWEN), FABCOS, NAFCOC, the AHI and the Johannesburg Chamber of Institutes are examples of an extended network. 

	Other networks
	Internet, attorneys, bankers, outside consultants, suppliers, investors, competitors, role models, government policy, accountants, using outside human resources such as board of directors, advisers, etc. 



Network benefits:
Networks, in particular those of entrepreneurs, have a number of benefits that they can offer their members. These benefits include:
· Group or joint marketing of products
· Group or joint buying of input materials and services
· Joint tendencies or bidding on contracts
· Sharing of information on new markets and opportunities
· Sharing of containers when exporting
· Using members of the network as suppliers or distributors
· Obtaining advice and information form members who can play a mentoring or supportive role to newer businesses
Networking principles:
These principles are as follows:
· Reciprocity. Give and take
· Networking relationships. These should be built on friendships, good humour, sharing interests and activities. 
· Network sustainability. The networks need to be constantly maintained since they are very hard to repair if broken by confrontation or neglect.
How to develop an effective network:
The different steps involved in developing an effective network are as follows:
1. Identify people and organizations among existing connections that are close to potential shareholders.
2. Seek criticism, advice and suggestions on the new venture from these people.
3. Ask them for advice about contacts.
4. Ask them what preparations are necessary.
5. Tell existing contacts later how they have helped.
Functions of a network in the growth of a business venture 
· It ensures that goals for growth and the vision of the entrepreneur are realistic.
· It increases the entrepreneur’s level of aspiration.
· It helps to identify opportunities. 
· It provides practical assistance.
· It provides emotional support.
· It provides a sounding board for ideas. 
Networking and networks will enable emerging entrepreneurs to establish a relationship with  people they have never met, who would otherwise not be aware of their business, or improve their existing relationships. 




9.2 Business support required by emerging entrepreneurs
Business Counseling: This is a process whereby problems are identified and resolved and the entrepreneur is taught how to handle similar situation in future. The aim is to maximize the performance of individual firms. 
Objectives:
· To identify problems and their source.
· To evaluate actual performance against expected performance.
· To develop action plans to bring performance up to minimum expectations. 
The aim of new business counseling is to provide expert help in the start-up and growth process, a guiding hand, an anchor to hold onto in crises, to fill the skill deficiency gaps and to avoid crisis management. 
Business Mentoring:  is an ongoing, long-term business counseling relationship between an experienced business adviser and a client throughout the various stages of a business venture’s growth. The aim is to develop both the managerial and the entrepreneurial skills of an individual so that an emerging entrepreneur can grow into a long-term sustainable one. 
Objectives:
· To cover a diverse range of topics as a business develops over time towards an agreed set of objectives.
· To provide guidance and skills transfer to emerging entrepreneurs in a supportive environment. 
Business Incubation: is a programme that is specifically designed to provide assistance to a business in its start-up, early development as well as growth phases. Its aim as an incubator is a facility and set of activities through which entrepreneurs can receive the following: 
· Essential information and assistance
· Value-added shared services and equipment
Objectives:
· To provide an entrepreneurial and learning environment.
· To provide ready access to mentors and investors.
· To provide visibility in the marketplace. 
Identify the advantages of business incubation.
Why do we need business incubation?
· Fast-tracks the growth of early stage businesses
· Improves the survival rate of start-up companies by helping them to become financially viable, usually within two to three years
· Creates a synergistic environment where entrepreneurs can share learning, create working partnerships and do business together
· Opens doors to markets and resources
 9.3 The role of national government in developing an enabling small business environment
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The role of government form 1995 - 2004
The National Small Business Enabling Act intends to create a positive enabling environment for emerging and expanding SMMEs, especially black and previously disadvantaged entrepreneurs.
Key objectives of the White Paper on the national strategy for development and promotion of small business in South Africa, on which this act is based, is as follows:

· Create an enabling environment for small enterprises which includes government support, legislation, access to finance, access to markets and access to training and technology
· Facilitate greater equalization of income, wealth and earning opportunities
· Strengthen the cohesion between small enterprises
· Assist small businesses to comply with the challenges of an internationally-competitive economy to address the legacy of apartheid-based disempowerment of black businesses
· Support the advancement of women in all business sectors
· Create long-term jobs
· Stimulate sector-focused economic growth
· Level the playing field between bigger and small business, and between rural and urban business
Defining an enabling small business environment:
An enabling environment is a supportive environment for emerging entrepreneurs.  The government should help in terms of legislation and policies set to create a favorable climate for entrepreneurs by providing:
· Access to finance by ordinary financial institutions e.g. Banks
· Venture capital access
· Training and development programmes to encourage entrepreneurship
· Infrastructure development to advance economic activity
· Deregulation and legal regulation of economic activities

Also foster a cooperative environment with:
· Tertiary institutions
· Institutions giving business support, finance and training
· Involvement through SMME development units
· Non-governmental organizations
· International aid agencies
Entrepreneurs have an important contribution to the development of developing countries, but their cultivation is met by numerous obstacles.  
The role of the government from 2005 - 2014 
The aim of the National Small Business Act of 1996 and the Accelerated and Shared Growth Initiative (AsgiSA), which commenced in 2005, was to bridge the gap between the first and second economies and address the inequalities between them. AsgiSA focused on ensuring that economic growth should be accelerated to an average 4.5% in the next five years (2005 -2009) and to an average of 6% between 2010 and 2014.
The key objectives of the Integrated Small Enterprise Development Strategy are to:
· Increase the contribution of small enterprises
· Create an enabling environment for small enterprises 
· Create sustainable long-term jobs
· Ensure equitable access and participation 
· Increase the competitiveness of the small enterprise sector and its enabling environment 
9.4 The role of the Department of the Trade and Industry
The role of the Department of Trade and Industry (DTI) is to create wealth and promote job creation in South Africa. It must deliver programmes that will contribute to economic growth. It therefore has established institutions for SMME development such as the Small Enterprise Development Agency (SEDA) and Khula Enterprise Finance. The DTI currently offers the following assistance to small and medium business owners:
· Access to technology through its Access to Technology Programme (offered by SEDA)
· Business referrals, advice and information networks (BRAIN) to improve the competitiveness and growth of small businesses through the supply of value-added business information
· Business regulatory compliance advice to help businesses gain a better understanding of the laws that apply to their businesses. 
· The Local Business Support Centre (LBSC) Programme which is central in promoting small, medium and microenterprises (SMMEs)
· Khula, which offers mentorship for small business owners to ensure the transfer of skills on a one-on-one basis; entrepreneurs are assisted with advice, counseling and the development of business plans, and advice on how to successfully manage a business.
· Targeted assistance through Ntsika, which is available for disabled people, youth and women entrepreneurs, the aim of which is to create an enabling environment to promote and grow the enterprises owned by these groups of people, and to promote the development of rural entrepreneurs.
· SEDA’s trade and investment development programme, which focuses on small businesses in SA to develop their ability to compete in the international marketplace. 
The Role of SEDA
SEDA provides non-financial support to SMMEs and is the most extensive business support network in SA. It does not give out loans or grants. SEDA provides the following key products and services:
· Business support information and company registrations
· Business analysis and advisory services
· Exporter development programme
· Mentorship
· Supplier development
· Skills development
The Role of Khula 
•	Loans
•	A national credit indemnity scheme,
•	Grants
•	Institutional capacity building, equity funds
•	Membership schemes
· Wholesale agency which provides financial support for small businesses through intermediaries

The Enterprise Information Centre (EIC), previously the (local business services centre)

The EIC programme was developed to increase the reach of SEDA initiatives by partnering and outsourcing to other public and private organisations.
It is both a vehicle for partnerships in development and a mechanism for encompassing and directing SMME development activities within a national development framework. This is achieved through practical programme partnerships between all three spheres of government, local communities and the private sector

At a national sphere it contributes to:
Job creation, Wealth creation, Transformation and empowerment




At the local sphere it performs a number of functions:
· Increasing the access to SMME support services 
· Increasing opportunities for participation in development efforts
· Providing a focal point for the expansion of economic & employment opportunities
· Increasing the flow of resources

South African Micro-Finance Apex Fund (SAMAF)
The DTI launched SAMAF to provide affordable and sustainable access to financial services for the poor. Goals:
•	Develop sustainable micro finance institutions that can reach the poor
•	Facilitate training for micro entrepreneurs and financial cooperative clients
•	Provide back-office services through a centralised information platform
•	Provide mentoring, monitoring and regulating to partner organisations

Role of the Industrial Development Corporation (IDC)
The IDC is a self-financing, state-owned national development finance institution. The core business of the IDC is to provide finance to entrepreneurs for the development of competitive industries.

Even though the IDC is state owned, it functions as an ordinary business, following normal company policy and procedures in its operations.
Primary objectives:
	To contribute to the generation of balanced and sustainable economic growth in South Africa
	To contribute to the economic empowerment of RSA
Core strategies:
· Maintaining financial independence
· Providing risk capital to the widest range of industrial projects
· Identifying and supporting opportunities not yet addressed by the market 
· Empowering emerging entrepreneurs
· Promoting medium-sized manufacturing
· Establishing local and global involvement and partnerships in projects that are rooted in or benefit SA, Southern Africa or the rest of Africa
· Investing in human capital in ways that systemically and increasingly reflect the diversity of the African continent. 
9.5 The role of Business Partners
Business Partners invest in viable small and medium enterprises in the commercial, manufacturing and services sectors. Investments range from R150 000 to R15 million. Not only does it provide financial support, but it gives guidance on business-related issues. 
Business Partners is the country’s leading specialised investment company for small and medium enterprises. Business Partners currently has a network of offices located in all major cities and towns in South Africa.
Core focus:
Invests in formal small and medium enterprises in all sectors of the economy, with the exception of on-lending activities, farming operations and non-profit organisations
Provides a range of value-added services for entrepreneurs, including property broking, property management, consulting and mentorship

Kind of business’s financed by Business Partners:
· Start-ups
· Expansions
· Take-over’s
·  Management buyouts & buy-ins
·  Franchises
· Tenders
· Contracts
Business Partners offer the following:
•	Flexible approach to doing business
•	Peace of mind, because viability is evaluated by and independent party
•	Information, advice and guidance on business-related issues
•	Broad industry knowledge, expertise and networks
•	Access to further finance
•	Personal service – each client is allocated to a portfolio manager
•            A business opportunity – it is prepared to make investments when other institutions are not 
•            Investment decisions based on sound business and investment principles
•           Regular aftercare – business advisers and mentors visit the business to offer advice and guidance, or merely act as a sounding board – for a fee. 
•           Credibility Company and a proven track record
•           Fair and equitable rates, terms and conditions, even in times when the business is under pressure. 
9.6 The role of commercial banks
•	Standard bank:
	Package on planning and financing and SME
	Booklet entitled:  a business of your own
	SME business plan and loan application
	SME call line
	Business deposits via ATM
	Owner Loan protection Plan
•	First National bank:
	SME Investments programme – provide early stage venture capital
	Offer small business support by offering financing mainly to franchisees
	Export Finance Scheme – underwrite finance made available to approved exporters
	Business plan guidelines
•	Nedbank:
	Specialized small business finance unit with in Nedcor
	Offers one-stop, full service relationship banking
	Finance loans between R50 000 and R1, 5 million
	Does not finance all types of business e.g. Agriculture, transportation and construction industry
•	ABSA:
	Business banking Toolbox – offers complete business guide
	Offer tailor-made products to businesses and making sure that is innovative in its approach
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Figure 9.1 The South African national SMIVE support strategy




