Seed Academy’s first

STARTUP SURVEY
RESULTS

Includes the views of
almost 1000 South African
startup entrepreneurs
It is intended that these results will create
impetus for industry and government to align
efforts to create a more successful startup
ecosystem in South Africa.

It’s not about ideas. It’s about
making ideas happen.
www.seedacademy.co.za

It’s not about ideas. It’s about
making ideas happen.

SECTION 1

Demographics
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[ GEOGRAPHICS ]
We received 914 responses, of which...

Gauteng
51%

Kwazulu Natal
8%

Western Cape
24%

[ AGE ]
16 – 24 Years
15%

25 – 34 Years
45%

Our findings align with the
Global Entrepreneurship
Monitor (GEM) which reports
that “most early-stage
entrepreneurs in South Africa
are between the ages of 25
and 44 years”.

35 – 44 Years
26%

45 – 59 Years
12%

FOOD FOR
THOUGHT

60+ Years
2%

The GEM report shows that the percentage
of youth in South Africa starting businesses
is lower than that of eight other sub-Saharan
countries, despite the country's high youth
unemployment rate. What are we doing to
encourage and equip our youth to become
successful entrepreneurs?
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[ GENDER ]
Women 35%

Men 65%

PLANTING THE
SEED
In the 2013 GEM, almost half of the
South African youth agreed with the
statement:
“Where I live, young men are more likely
to start a business than young women”.

Despite women making up just over 50%
of the population in South Africa, female
entrepreneurs are still in the minority in a
largely male-dominated startup culture.

If this perception is not addressed, it
can act as a deterrent to young women
and it is important that we promote
entrepreneurship and ownership of
small businesses as a valid career choice
for both men and women.

This trend has been acknowledged by our government, and as a
consequence various initiatives have been launched such as the
Department of Trade and Industry’s (DTI) Women Economic
Empowerment programmes and the Industrial Development
Corporation’s (IDC) Women Entrepreneurial Fund.

FOOD FOR THOUGHT
Are these programmes achieving the outcomes we need them to achieve?
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[ OFFICE ENVIRONMENT ]
Work from home
65%

Shared workspace
13%

Own office space
11%

Mostly on the road
11%

Did you know?
The GEM’s research suggests that high infrastructure
costs force many small businesses to operate and
trade from home.
Affordable, reliant and trendy co-work spaces are becoming increasingly
popular. The World Bank estimates that there are over 90 such hubs in Africa.
Infrastructure costs are shared, which means greater value for money –
consider Nairobi Garage with a dedicated 25Mbps line and CcHub in Lagos
with a 45Mbps line of which the costs are shared on a continent known for
expensive bandwidth.
- The Economist

[ HIGHEST LEVEL OF EDUCATION ]
Matric
28%

Post-matric
diploma 25%

University
degree 30%*

PLANTING THE
SEED
“Higher Education Institutions should
strive to carefully consider local development needs and support the promotion of entrepreneurial education
initiatives, and this should not only be
at the tertiary level but as early as the
primary school level.”

Our findings confirm that “the majority of
early-stage entrepreneurs in South Africa
have at least some secondary education”
as reported by the GEM.

- Entrepreneurship – the role of Higher
Education in South Africa, Prof A Nicolaides

*The remainder is made up of some high school (4%), apprenticeship (3%) and other (10%).
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[ PRIOR WORK EXPERIENCE ]
35%
31%

The GEM
considers work
experience as one
of the key
contributors to
how an
entrepreneur
perceives his or
her capabilities to
start a new
business.

22%

12%

Less than 1 year

1 - 5 Years

6 - 10 Years

10+ Years

FOOD FOR THOUGHT
What are we doing to instil entrepreneurial thinking and
perception of capabilities from a young age?
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SECTION 2

The state of startup
businesses in South
Africa
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[ AGE OF BUSINESS ]
South Africa has one of the lowest survival rates of
new businesses when compared to its emerging
market peers.
DID YOU KNOW?
“As many as 70% of small businesses fail in their first
year”
- GEM

39%
Less than
6 Months

28%

13%

6 Months 1.5 Years

1.5 Years 2.5 Years

13%
2.5 Years 5 Years

7%
5 Years +

Our results confirm that the proportion of mature businesses tapers
down, with only a few businesses surviving more than 5 years.
The South African government, in partnership with the private sector,
have initiated many programmes to develop entrepreneurs with the
aim to reverse this trend.

PLANTING
THE SEED

Focus on entrepreneurial support and development is
often heavily targeted at early-stage startups. We should
acknowledge the ongoing support required to scale
businesses beyond their initial startup phase.
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[ KEY CHALLENGES ]
FINDING
CUSTOMERS
INABILITY TO
RAISE FUNDS
LACK OF
GUIDANCE
WEARING
TOO MANY
HATS

FOOD
FOR THOUGHT
1. Do our entrepreneurial development programmes
focus on the top key challenges for entrepreneurs?
2. Do we put enough emphasis on helping
entrepreneurs find customers?
3. Do our entrepreneurs have enough understanding on
how to access funding?

PLANTING
THE
SEED

“We are convinced that if we are to make an impact on the job
creation front, the common problems faced by SMMEs must be
addressed.”
.
– Minister of Small Business Development, Ms Lindiwe Zulu

Challenges differ dependent on the age
of the business…

LESS THAN 6 MONTHS
Lack of Guidance is a bigger challenge than the Inability to Raise Funds.

“We don’t have enough hours in the day”.

2.5 YEARS – 5 YEARS
The Inability to Raise Funds is a bigger challenge than Finding Customers.

“Slow or lost sales is a new challenge we
struggle with”.

5+ YEARS
Inability to get credit is becoming a more prominent challenge.

“We’re finding the unpredictability of
business conditions a challenge”.

PLANTING
THE
SEED
Entrepreneurial
development programmes
should not apply a “onesize-fits all” approach.
Entrepreneurs have specific
requirements at each stage
of their business.
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[ KEY CHALLENGES ]
Entrepreneurs with only matric and entrepreneurs
with less than one year work experience selected
inability to raise funds as their biggest challenge.

FOOD FOR THOUGHT
Do our entrepreneurs know what it really takes to be an entrepreneur? Do they know
what it really takes to build a successful business in South Africa and that it is not just
about raising funds?

BEST PRACTICE
The findings of our entrepreneurs’ key challenges confirm that entrepreneurial
development should be aimed at providing business education, a network and
tangible guidance to find customers, and preparation to raise funds at the most
appropriate time for the business – with the key objective to get traction.

[ WHY DO ENTREPRENEURS
REQUIRE FUNDING? ]
70% of our respondents say they require funding “to grow their businesses”
BUSINESS YOUNGER THAN 1.5 YEARS

BUSINESS OLDER THAN 1.5 YEARS

To grow my business

To grow my business

To buy technology / new equipment

To buy technology / new equipment

To fund day-to-day business needs

To upgrade business facilities

FOOD FOR THOUGHT

Entrepreneurial development programmes predominantly focus on
business growth. But could we do more in terms of infrastructure
support?
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[ HOW HAVE ENTREPRENEURS
FUNDED THEIR BUSINESSES
TO DATE? ]
FOOD FOR
THOUGHT
What are we doing in
South Africa to educate
entrepreneurs on the
various channels available
for funding, and the criteria
to receive this funding?

Self funded 83%

Development finance institutions (DFIs): 3%

Friends & Family: 7%

Angels: 2%

Bank loan: 4%

Venture capital: 1%

Only a small percentage of entrepreneurs have funded
their businesses from the funding vehicles formally
established to support them.
This raises a spotlight on the accessibility and effectiveness
of funding programmes.

DID YOU KNOW?
“Silicon Cape found that two-thirds of startups don’t
actively pursue funding at all because of entrepreneurs’
perception that there isn’t access to funds. “This is a
problem, and it’s all rooted in the perception”
- 2013, The state of South Africa’s tech startup industry.
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[ NUMBER OF EMPLOYEES IN OUR
ENTREPRENEURS’ BUSINESSES ]
30%
25%
20%
15%
10%
5%
0%

0
Employees

1
Employee

2
Employees

3-4
Employees

5-10
Employees

0 Employees: 25%

3-4 Employees: 19%

1 Employee: 22%

5-10 Employees: 8%

2 Employees: 21%

10+ Employees: 5%

10+
Employees

The South African National Development Plan aims to, by 2030, have 90% of
new employment created by small, medium and micro enterprises (SMMEs).
Job creation should be a key outcome of entrepreneurial activity.
Our results highlight that the proportion of businesses
that employ 5 or more employees are still in the
minority.

FOOD FOR THOUGHT
When we invest, are we investing in those businesses that are truly able to create
jobs? Do we know which businesses are truly able to scale?

PLANTING
THE
SEED

“We see small businesses and co-operatives as critical to creating an economy that benefits all. It is through this intervention
that we will be able to defeat the triple challenges of poverty,
unemployment and inequality. “
– Minister of Small Business Development, Ms Lindiwe Zulu
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SECTION 3

Our entrepreneurs’
motivation for starting a
business, their outlook
and what they say they
need
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[ MOTIVATION TO START
A BUSINESS ]
I IDENTIFIED AN OPPORTUNITY
I WANTED TO BE MY OWN BOSS
I WANTED TO BECAUSE IT MAKES ME HAPPY &
USES MY SKILL
I WAS UNABLE TO FIND A JOB

BEST PRACTICE
The biggest motivator to start a business
is the “identification of an opportunity”.
This is a very healthy indicator and what
entrepreneurship is all about.

The GEM reports that as many as 61%
of young people believe that most
young adults who have started their
own businesses did so because they
could not find a job. However, only 8%
of our respondents started a business
as a result of not
finding a job.

FOOD FOR THOUGHT
This negative perception is likely acting as a deterrent. How is the
entrepreneurial ecosystem addressing these negative perceptions ?

DID YOU KNOW?
The World Bank reports that the viability of
micro-enterprises is closely linked to the motivation for
starting the business – successful businesses with potential
for growth tend to be started by choice, as entrepreneurial
ventures. Survivalist micro-enterprises, motivated by a lack
of other employment options, seldom turn into successful,
larger firms.
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[ OUR ENTREPRENEURS'
BUSINESS OUTLOOK FOR
THE NEXT 12 MONTHS ]
42%

29%

Very Optimistic: 42%

Somewhat
Optimistic: 29%

Somewhat
Pessimistic: 5%

Very Pessimistic: 4%

20%

5%

4%

Neutral: 20%

We know that being an entrepreneur is not only about your
skills and capabilities, but more importantly it’s about
attitude.

FOOD FOR THOUGHT
Silicon Cape's Survey Results also highlight that the drive, passion and commitment
exists in the culture, but transparency, especially of successful deals, and mentorship
are sorely lacking.
- 2013, The state of South Africa’s tech startup industry

PLANTING
THE
SEED

“Entrepreneurial activity is an important indicator of the future of SMMEs,
since the small business owners of tomorrow are today’s entrepreneurs.
Together, we must work towards building a positive culture of
entrepreneurship in the country. We must consciously strive to build a
nation of entrepreneurs and not a nation of job-seekers.”
– Minister of Small Business Development, Ms Lindiwe Zulu
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[ WHAT SUPPORT DO OUR
ENTREPRENEURS ASK FOR? ]
Entrepreneurs were asked what the two key areas of support are that
they require… Here’s what they say.

Financial Support
41%

Marketing Support
25%

Business Planning
25%

Educational
Training
23%

Networking
Opportunities
22%

Access to someone
who has experience of
setting up a business
20%

DID YOU KNOW?
This finding supports the feedback we have received from
over 400 entrepreneurs who have gone through our training
programme. They too state that their greatest needs are for
Financial Support, Marketing Support and Business Planning
Support.

PLANTING
THE
SEED

Some entrepreneurs also highlighted the need for IT Support,
Governance Support in terms of company registrations and
government interfaces, and support to access physical facilities and
equipment at better rates.
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SECTION 4

Conclusion
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[ SUMMARY FINDINGS ]
1 Entrepreneurs are positive & motivated
42% of entrepreneurs said that
they were “very optimistic” about
their business outlook for the next
12 months and 29% said they
were “somewhat optimistic”

2

While entrepreneurs face key
challenges in starting and building a
business, the majority have a positive
outlook and are motivated to grow
and develop their businesses.

Most businesses employ a small number of
employees

The proportion of businesses that employ 5 or more employees are still in the minority.

3 Most entrepreneurs still work from home
Most of our entrepreneurs still work from home; however, global trends are
moving towards offering more co-work spaces to enable entrepreneurs with
reliable infrastructure and the opportunity to work with like-minded individuals.

4

Opportunity is the biggest motivating factor
for entrepreneurs

Only 8% of our respondents started a business
because they were unable to find a job; rather, the
biggest motivator is the identification of an
opportunity. This finding is important as a World
Bank report highlights that successful businesses
with potential for growth tend to be started by
choice (as opposed to motivated by a lack of other
employment options).

5

“I started a business
because I identified
an opportunity”

Entrepreneurs’ needs and requirements
change as their business develops

Entrepreneurs have specific needs and requirements at each stage of their business
development, and interventions supporting entrepreneurial growth need to take these into
account.
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[ SUMMARY FINDINGS ]
6

Most of our entrepreneurs have self-funded
their businesses
Whilst raising funds is one of the key focus areas for entrepreneurs,
only a small percentage of entrepreneurs have funded their
businesses from the vehicles formally established to
support them.

FOOD FOR THOUGHT
A further consideration is that interventions with entrepreneurs need to focus strongly
on assisting them to get traction, to grow their customer base, and to get exposure to
networks in order to assist them in becoming self-funding. Being an entrepreneur is not
only about raising funds, but about growing a business, and using funding from DFIs
and other funding bodies to support this.

7 Female entrepreneurs are still in the minority

Female entrepreneurs are still in the
minority in a largely male dominated
startup culture.

Women 35%

8

Men 65%

Only a few businesses survive more than
5 years
The focus on entrepreneurial support and development is heavily
targeted at early stage startups. If we are striving to create
sustainable businesses and job creation, focus needs to centre on
building an integrated and co-ordinated entrepreneurial
ecosystem.
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[ RECOMMENDATIONS ]
1 Targeted Entrepreneurial Development

Entrepreneur development programmes cannot focus on a "one size fits
all" approach. Interventions need to be developed based on the needs of
each phase of development. Our survey findings and feedback based on
the training of more than 400 entrepreneurs show nuances in the
challenges, funding requirements and support businesses need
dependent on the age of the business. (see diagram)

STARTING UP
(LESS THAN 6
MONTHS)

A need to
validate the
business idea
and whether the
market exists
Requirement for
support in
business planning
and
entrepreneurial
education
Day-to-day
pressures –
operationally and
financially
Desire to have
access to
someone who has
experience in
starting a
business
Require seed
capital

EARLY PHASE
(6 MONTHS 1.5 YEARS)
A need to grow the
customer base
Requirement for
networking
opportunities
Challenges with the
feeling of “wearing
too many hats”

DEVELOPING
(1.5 YEARS 2.5 YEARS)
A need to further
grow and retain
customer base
Requirement for
more marketing
support

Inability to raise
funds becomes
more prevalent

Operational
challenges – our
entrepreneurs feel
they don’t “have
enough hours in
the day”

Funds required for
employment of
staff

Funding required
for working capital

SCALING/MATURING
(2.5 YEARS 5+ YEARS)
A need to address
slowing or lost
sales
Requirement for
networking and
acquisition of new
customers
through quality
connections
Unpredictability of
business
conditions
becomes a
challenge
Funding is
required for
further expansion
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[ RECOMMENDATIONS ]
2 Support Female Entrepreneurship

BEST PRACTICE
Best practice recommends initiatives specifically aimed at female
entrepreneurship. This includes dedicated funds for female entrepreneurs,
incentives for developing female entrepreneurs, mentorship targeted at females
and using the media to promote female businesses to increase visibility of
successful female entrepreneurs. (GEM)

Figures gathered by the South African Women Entrepreneurs Network
(SAWEN) indicated that 42% of women were not aware of organisations
that support business in South Africa.

In addition, according to a keynote address by Mrs Angie Motshekga, MP,
Minister of Basic Education, various surveys have provided evidence of the
fact that Black women’s access to financial services is dominated by
informal savings and schemes that offer limited credit to the enterprise.
Despite the fact that women represent a critical component for alleviating
poverty and the promotion of BEE, there are numerous challenges facing
the female entrepreneur including lack of access to business infrastructure,
inadequate skills development and a perceived shortage of supportive
institutions.

Therefore, we believe more can be done and our recommendations include:
Integrate the initiatives for women entrepreneurs to strengthen awareness and
coordination, to achieve more effective programmes
Actively promote more success stories of female entrepreneurs
Encourage female mentors to support female entrepreneurs in the specific
challenges they face
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[ RECOMMENDATIONS ]
3

Creating a culture of entrepreneurship in
South Africa
Education plays a significant role in equipping entrepreneurs and
developing entrepreneurial mind sets – this education should start as early
as at the primary school level. Not only should entrepreneurship be
embedded in the formal education curriculums, but also informally fostered
through continuous support of new ideas and encouragement by teachers.
The private sector should also play a role in enhancing and supporting
entrepreneurial initiatives at a school level.

A good foundation allows for further entrepreneurial training and the development of
skills, leadership and business acumen. When education – at all levels – is then
supplemented with practical, relevant mentorship, we are able to build a strong culture of
entrepreneurship.

4 Identify ways of enhancing the South African

ecosystem

ENHANCING EFFECTIVENESS OF DFIs
Development Finance Institutions (DFIs) play a key role in the ecosystem. DFIs in South
Africa include organisations such as the Industrial Development Corporation (IDC), the
Department of Trade and Industry (DTI), The Technology Innovation Agency (TIA), The
Jobs Fund, The Development Bank of Southern Africa (DBSA), Small Enterprise Finance
Agency (SEFA), Department of Science and Technology (DST) and the National
Empowerment Fund (NEF).
The DFIs, whilst having the will and the funding, need to:
Better ‘market’ their services so entrepreneurs have clarity about requirements
and can experience a streamlined process to acquire funds
Develop their capacity and experience to work with and mentor startup
businesses as well as offer post investment management
Work with the private sector by allocating funds to organisations that have the
necessary experience and capacity to work with entrepreneurs
Critically look at their criteria for funding and ensure that the programmes provide
access to finance for a broad range of entrepreneurs
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[ RECOMMENDATIONS ]
DEVELOPMENT OF THE ANGEL NETWORK
In many advanced entrepreneurial ecosystems, VC and angel networks are well
developed and a strong culture exists of getting involved in early stage startups. We
need to identify ways of enhancing the angel network in South Africa. Initiatives, for
example, could include tax incentives to angels to encourage early stage investments,
and the establishment of more innovative solutions such as online angel investing
platforms which connect investors and entrepreneurs.

XXXX XXXX XXXX

CREATION OF INNOVATIVE FUNDING MECHANISMS
Pension and provident funds do not currently invest in early stage businesses, as their
mandates prevent this and they are not incentivised to do so. Pension and provident
funds should be mandated to spend a small component (even as small as 0,5%) of
their allowable 10% (under regulation 28 of the Pension Funds Act) on venture capital
funds. This small 0,5% of funds under management when invested, will create
significant momentum for the entrepreneur ecosystem.
SUPPORT INCUBATORS AND ACCELERATORS
The growth of incubators and accelerators is becoming a powerful tool for
entrepreneurial development and early-stage business growth in the ecosystem. The
challenge is that these businesses need seed funding to get their own businesses off
the ground.
Additional funds need to be allocated by Government to support incubators and
accelerators. These funds should be managed on behalf of Government by these
entities. It is key that the incubators and accelerators be measured based on their
success and performance as to the management of funds.
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[ ABOUT SEED ACADEMY ]
Seed Academy provides fast-track and practical entrepreneurship training and support
to startups and early-phase entrepreneurs.

THE COURSE
The courses offered focus on personal and leadership development coupled
with sound business processes to equip entrepreneurs at all levels with the
skills and knowledge that they need to launch their businesses successfully.

TRAINING
The training is targeted at each entrepreneur’s specific business or idea. Time at the
courses is spent on practical, useful training and mentoring that will directly benefit the
business.

Think.Be.Do
Seed Academy is anchored by the 10-week Think. Be. Do. Programme which
provides entrepreneurs with access to rich experiential learning, enhanced by
masterclass events and networking opportunities. Graduates of the programme
receive support for up to 18 months after the programme ends.
The Think. Be. Do. programme is supported by two specialist courses that have
been identified as critical areas in ensuring startup success – Think. Be. Do
Marketing and Think. Be. Do Financial Modeling.
The Think. Be. Do Roots programme has been developed to address the specific
needs of grassroots entrepreneurs.

WHAT’S MORE...
All participants of our courses have the opportunity to attend alumni events
and ongoing educational talks, all of which offer networking and growth
opportunities.
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It’s not about ideas. It’s about
making ideas happen.
www.seedacademy.co.za

Here’s how to find us
+27 (0)11 262 6858
info@seedacademy.co.za
Seed Engine, Building 2
Pinmill Farm Office Park
164 Katherine Street
Sandton, Johannesburg

