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PREAMBLE

The Council of DR AB XUMA Local Municipality has in terms of section 152 of
the Constitution of South Africa Act No. 108 of 1996, read in conjunction
with section 11 of Local Government and Municipal Systems Act No. 32 of
2000, made the following Policy that shall operation on the date of

adoption by Council.

. INTRODUCTION AND BACKGROUND

Poverty, inequality and unemployment are one of the challenges that
continue to be an obstacle in the realisation and restoration of people’s
dignity. They continue to alter the face and socio-economic set up of our
communities. Poverty is characterised as a lack of access to opportunities
for sustainable livelihood including income, skill, assets, knowledge and

information.

Poverty has been identified as one of the key challenges faced by
humanity by United Nations by put the eradication of extreme poverty and
hunger as goal numbers in the Millennium Development Goals. For this goal
to be achieved, UN set three targets which governments have to work

towards their realisation. These targets are as follows:

a) Proportion of people whose income is less than R3 500.00 per month
b) Achieve full and productive employment and decent work for all
including designated groups and

c) Proportion of people who suffer from hunger.



2. PURPOSE
The main purpose of this policy is the mandate from section 152 of the
Constitution of South Africa Act No. 108 of 1996:-

a) To ensure the provision of services to communities in a sustainable
manner

b) To promote social and economic development

c) To promote a safe and healthy environment

d) To encourage the involvement of communities and community

organisations in the matters of local government.

3. OVERALL OBJECTIVE
Creation of economic opportunities and a conducive environment to
enhance sound, effective and viable economic initiatives and activities
aimed at increasing the local economy through support of Small, Medium,

Macro Entrepreneurs and co- operative for creation of sustainable jobs

4. LEGISLATIVE AND POLICY FRAMEWORK

4.1. Llegislative Framework
a) The skills Development Act
b) The Municipal Finance Management Act
c) Co-operatives Act

d) National Small Business Act.

4.2. Policy Framework
¢ National Local Economic Development Framework
¢ National Local Economic Development Policy Guidelines

¢ National Spatial Development

5. THE SMME DEFINITION AND CLASSIFICATION
According to the South African Small Business Act, "Small business

organisation” means any entity, whether or not incorporated or registered



under any law, which consists mainly of persons carrying on small business
concerns in any economic sector, or which has been established for the
purpose of promoting the interests of or representing small business
concerns, and includes any federation consisting wholly or partly of such

association, and also any branch of such organization.

CATEGORY GENERIC DESCRIPTION
Micro Enterprise Turnover is less than VAT registration limit, presen‘flgf
R300 000.00. Less than 5 employees. Manly

informal, untaxed and unregistered businesses.

Small Enterprise Employ between 5 & 50 employees and generate
less than RS million per annum. Have at least one

management layer

Medium Employ a maximum of 200 employees and turnover

Enterprise about R25 million per annum.

6. ESTABLISHMENT OF SMME'S
6.1. Forms of SMME's

a) Sole Proprietor

A sole proprietorship is a business that is owned and operated by a natural
person (individual) and it is not a legal entity i.e. man-in-a-van type of
occupation such as a plumber or electrician.

b) Close corporation (regulated under companies act of 2008)

A company is a legal entity made up of an association of persons, be they
natural, legal, or a mixture of both, for carrying on a commercial or industrial
enterprise.

c) Partnership

A partnership is the relationship existing between two or more persons who
join to carry on a trade or business such as lawyers, accountants and

doctors.



d) Franchise
Franchises are licensing arrangements whereby an individual or group can
buy the right fo frade and produce under a well-known brand name in a
given locdlity.
6.2. SMME'S Sectors (NOT LIMITED)
a) Construction / Infrastructure
b) Catering/ Restaurants
c) Transport
d) Skills empowerment
e) Hawkers / Street vendors
f) Accommodation Establishments
g) Manufactures, Spaza Shops and Retail Stores
h) Commercial Farmers/ Co-operatives
i) Liguor Stores
j) Filling Stations
k) Mining
I} Beauty and hair salons
m) Caravan Parks and mobile homes
n) Automotive sector and Tyre repairs
o) Television repairs
p} Cell phone repairs and phoning stations

q) Taverns

7. CLASSIFICATION OF COOPERATIVES AND TOTAL ANNUAL PROFIT

 CO-OPERATIVE TOTAL ANNUAL REVENUE
CATEGORY
~ Survivalist co-operatives R300 000.00 or Less
Micro co-operative R300 000.00 to R 5m o
Small co-operative R5m to R35m i
Medium co-operative R35m fo R5Om




7.1.

7.2.

Types of Co-Operatives

a) Primary

A co-operative made up of a group of five or more individual members and
your purpose is to provide services and employment for one another and

promote community development.

b) Secondary

Secondary co-operatives are formed when two or more primary co-
operatives come together because they are involved in similar activities

and want to promote their services in the sector in which they are active.

c) Tertiary

Tertiary co-operatives are formed by secondary co-operatives which come
together to promote the interests of their members to government bodies,

the private sector and other stakeholders.

Classification of Coops

a) Worker co-operative

Owned and democratically governed by employees who become co-op
memibers (its worker-owners) i.e.

Service - housecleaning, restaurants, taxis, childcare

Retail - grocery stores, bakeries, bookstores, bike shops

Health care - nursing, home health care, clinics, bodywork

Skilled trades - printing, plumbing, woodworking, contracting

b) Agricultural co-operative

They are cooperative in the Agricultural and marketing sector. Their
functions are to collect, process, store and save members produce. These
cooperative play a major role as some small scale farmers would have a

hard fime marketing their products individually.



c) Consumer co-operative

They are generally formed to meet and supply members demand for food,
clothing and general household goods. This aim is fulfilled through members
running consumer shops and wholesale facilities where members buy

goods at lower prices compared to those in the market.

d) Housing co-operative,
They buy and develop houses for the members or sell houses to members

af lower prices.

e) Producer co-operative
Owned by producers of commodities or crafts who have joined forces to

process and market their products.

f) Purchasing co-operative
Owned by independent businesses or municipalities to improve their

purchasing power.

g) Transport  cooperative.
They are involved in purchasing vehicles and using them for public
transport or for hiring or leasing. They may also be formed for

management of public transport vehicles of their members.

. ROLES OF DR AB XUMA LOCAL MUNICIPALITY TOWARDS SMME'S

DEVELOPMENT

a) Toimplement the brand new Preferential Procurement Regulations 2017
gazetted on 20 January 2017 wherein:
e |[f feasible to subcontract for a contract above R30 million, an organ

of state must apply subcontracting to advance designated groups.



e An organ of state must, in the case of a designated sector, as a
specific condition of the tender, should advertise the invitation to
tender with specific condition that only locally produced goods or
locally manufactured goods, meeting the stipulated minimum
threshold for local production and content, must be considered.

b) To ensure SMME and COOPERATIVES participation in the municipal
economy is a priority of the DR AB XUMA local Municipality. This shall be
achieved through an SMME Economic Empowerment Programme.

c) Create a conducive environment for economic development

d) Assisting the previously disadvantaged to be part of the main stream of
economy.

e) Coordinate and Facilitate investment intfo the area together with the
Local

f) Create new industry (Business process outsourcing; green economic
activities; sustainable development).

g) To facilitate and co-ordinate the role in SMME's and Co-operative
development

h) To organise some opportunities for skills empowerment

i} To assist with access to funding from sector departments and State
Owned Enterprise

j) To support, monitor and evaluate the progress

k) To assist on securing the markets

) To ensure that existing businesses are retained by the provision of
adequate infrastructure and services

m) To strike a balance between local and foreign business.

n) First Preference on municipal spending be given to local SMME to
support local content as suggested in the Preferential Procurement
Regulations 2017

o) Bid documents prices be reduced to accommodate the previously

disadvantaged to be part of the main stream of economy.



9.

p) Informal Tenders or RFQ Bids be advertised on municipal notice board

and/or locally.

SERVICE PROVISION TO SMME'S/CO-OPERATIVES

a) Assist SMME /Co-operatfive enterprises with formal registration and
impose them to regulatory compliances

b) Support SMME/Co-operative on entrepreneurship and business plan and
where possible submit business plan to relevant funders/donors

c) Licise with relevant stakeholders specifically to secure marketing services
and products.

d) Improve and provide capacity of SMME/Co-operatives through

capacity building programme.

10. DEVELOPMENT FORUMS

11.

a) Engcobo Business Forum

This is a forum that comprises of all the local businesses in Engcobo. The

forum sits on quarterly basis inclusive of all affiliating sectors.
b) Local Economic Development Forum (LEDF)

Local Economic Development Forum has been established and serves as
the platform where in all the sector departments, Councillors, NPO,
Community Based Organisation, Youth Council, Faith Based Council, State
Owned Enterprise, business SMMEs / co-operatives, NACA and LTO etc. are

to meet and discuss all the developmental aspects. This Forum sits quarterly.

SUPPORT, MONITORING, REPORTING AND EVALUATION

a) Beneficiaries compile monthly report and submit to the LED unit for
challenges and early warning signals

b) LED unit provides technical support to the SMME/co-ops



c) LED unit monitors progress and performance through regular project
visits

d) SMMEs evaluated at the end of each phase through business plan

e) Together with municipal Law enforcement and LED office will engage in

checks and balances on the quality of goods and services being
furnished.

1.POLICY ADOPTION

The accounting officer will be the accountable custodian of this policy and must

ensure that this policy is submitted to the council for consideration and adoption.

2.POLICY REVIEW

This policy must be reviewed at least annually to ensure that it is adaptable to

operational changes and it is aligned with the legislative environment.

When deemed necessary on ad hoc basis, the Accounting Officer must submit

proposals of amendments of the policy to the Council for consideration and
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