Seed Academy is a for profit social enterprise
focused on transforming the South African
economy through entrepreneurship

Thank you to our prize sponsors:

SECTION 1
[ Demographics [

[Geography]
Our Startup Survey 2016 received 1423 responses, a 50% increase in
response rate from last year. Of the entrepreneurs surveyed…
Gauteng
60%

Kwazulu Natal
11%

Western Cape
16%

[ Do you live in a...]
88%

12%

Formal Dwelling

88%
Informal Dwelling

10%
Traditional Dwelling

Urban Area

Rural Area

2%

Planting the seed
More than 45% of South Africans live in areas outside of the metropolitan cities, yet in our
survey only 12% of our responses came from rural areas (outside of metropolitan areas).
All corporates face a similar challenge - a shortage of high-potential entrepreneurs to ﬁll
the seats on ED and SD programmes. We don’t believe there’s a shortage of talented
entrepreneurs, but we need to do more to ﬁnd, up skill, and support them.
The private sector needs to employ innovative sourcing techniques to ﬁnd entrepreneurs
outside of the large cities and bring them into mainstream economy. Alternatively, we
should build entrepreneurship hubs in areas outside of the cities that address their speciﬁc
challenges of unavailability of basic amenities, shortage of infrastructural facilities and a
lack of IT knowledge.
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[ Gender]
Women
31%

Men
69%

A closer look
Improving societal and work parity
between men and women in South
Africa will realise substantial
economic beneﬁts, but deep-rooted
negative attitudes and behaviors
towards women must ﬁrst be
addressed. This is according to Seed
Academy CEO, Donna Rachelson, who
has lauded a recent report by the
McKinsey Global Institute (MGI) that
shows how advancing women’s
equality could add $12 trillion to
global growth.
Rachelson explains the report “is the
ﬁrst to link gender equality in society
with gender equality in work. It has
particular relevance for South Africa
where more than 50% of the
population is female. The potential of
women to contribute to South Africa’s
economic growth is considerable, but
gender initiatives in South Africa need
to more eﬀectively tackle deep-rooted
attitudes and behaviour towards
women and their role in society.”

While slightly more than half of South
Africa’s population is women, only 1 in
every 3 entrpreneurs is female. As a
continued trend seen last year, women
remain the minority in a largely
male-dominated startup culture.

Did you know?
According to the Global Entrepreneurship
Monitor (GEM) Report 2015/16 there are
only six economies where women show
equal or higher entrepreneurship rates
than men – Vietnam, Philippines,
Thailand, Malaysia, Peru and Indonesia.
Senegal has the highest female
entrepreneurship rate, with 37% of its
working age women starting or running
new businesses.

Food for thought
An innovative and edgier approach is
needed to give women a distinct
advantage. Some practical approaches
have been eﬀectively implemented
overseas and should be explored in South
Africa.

• In India, income tax rules provide a
higher tax exemption limit for women
and some banks oﬀer special
incentives for women entrepreneurs.
• In Bangladesh, the central bank
instructed commercial banks to
increase lending to women-owned businesses, including collateral-free loans, at a
reduced interest rate – loans for women entrepreneurs increased from 19% in 2007 to
over 50% today.

Finance and banking institutions of South Africa - are you listening? Imagine the
results of similar initiatives!
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[ Profile of Entrepreneurs]
16 – 24 Years

15%

25 – 34 Years

48%

35 – 44 Years

24%

45 – 59 Years

11%

60+ Years

2%

Food for thought
In April 2016, Statistics South Africa revealed that unemployment ﬁgures in the ﬁrst quarter
increased from the previous quarter by 2.2% to 26.7%. About half of this number is made up of
people under the age of 35.
Considering South Africa’s youth unemployment crisis, it is a positive sign that nearly half of
South Africa’s entrepreneurs are youth. Can we do better? There is no doubt that youth have the
drive, energy and creativity to pursue entrepreneurship as an alternative to formal employment.

We can do better!
More needs to be done to educate the youth about entrepreneurship as a viable career option.
We must rally behind our young people, build their business acumen and provide the support
and resources required to grow their startups into sustainable businesses.

[ Ethnicity]
Black African
White
Coloured
Indian
Asian

59,3%
26,1%
7,4%
6,1%
0,4%

[Nationality]
South African Citizen
Foreign National

96%
4%

A closer look

According to the most recent South African National Census, Black Africans make up 79%,
Whites 8%, Coloureds 9% and Indian or Asian 2.4% of the country’s population. Our data
demonstrates Black African entrepreneurs are underrepresented, while Whites and to a lesser
extent Indians, are overrepresented when compared to the country’s distribution of each
ethnic group.

Based on this research, the entrepreneurial footprint is not representative of the
overall population statistics of South Africa.
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[ Highest Level of Education]
Primary School Completed
High School Grade 9
Matric
Apprenticeship
Post Matric Diploma
University Degree
Post Graduate Degree

A closer look
About two-thirds of all entrepreneurs
reported having at least some secondary
education, which includes post-matric
diploma, university degree or
post-graduate degree.
In assessing educational achievements
between genders, 70% of women reported
completing at least a post matric level of
education or higher compared to about
63% of males.

Did you know?

0,2%
4%
28%
2,5%
27%
21%
17,5%

Best Practice
At Durban University of Technology 30%
of every curriculum already has or will
soon have a ‘general education’
component, that partly focuses on
entrepreneurship in South Africa.
Areas covered:
• The history of entrepreneurs
• Snapshots of great entrepreneurs
• The failure of entrepreneurs
This emanates from the University's aim
to foster entrepreneurship and
innovation in higher education.

In Minister Lindiwe Zulu’s latest Department Budget Vote 2015/2016, she announced several
impactful initiatives being undertaken by the Department of Small Business to cultivate a culture of
entrepreneurship:
• The establishment of Centres for Entrepreneurship (CfE) in partnership with the Department of
Higher Education and Training. The objective of the programme is to increase the number of
graduates who regard setting up their own business as a viable alternative to seeking employment.
• The City of Johannesburg will host the 2017 Global Entrepreneurship Congress. This is the ﬁrst
GEC to be held on the African Continent.

Despite these notable eﬀorts, are we doing enough to build a strong culture of
entrepreneurship – one that provides aspiring entrepreneurs with a good foundation of
training and the development of skills, leadership and business acumen?
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None
Less than 1 year
1 - 5 years
6 - 10 years
10+ years

9%
9%
33%
21%
28%

[

[ Prior Work Experience

Over 80% of entrepreneurs have more
than 1 year of work experience. This
demonstrates that few South Africans
venture into entrepreneurship as their
ﬁrst professional career move. Working
a traditional job prior to becoming an
entrepreneur is in all likelihood giving
the skills, experiences, insights and
startup funds required to successfully
start a new business.

Food for thought
In a study by the Kauﬀman Foundation on successful entrepreneurs, work experience was
highlighted as the single most important preparatory factor for both men and women business
owners.
Further, women identiﬁed work experience to be substantially more important than for men.
Research highlights that hands-on experience closes the conﬁdence gap between men and
women, which is a key contributing factor to women’s success in the workplace. In fact, success
correlates just as closely with conﬁdence as it does with competence.

Did you know?
GEM suggests that the higher prevalence of entrepreneurial activity between the ages of
25 and 44 may be due to these individuals having the time to develop their skills and
knowledge through education, work experience, and building self-conﬁdence.
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SECTION 2
[ The state of
startup businesses
in South Africa [

[ Sectors]
Advertising, Marketing, Public Relations

1%

Agriculture
Automative
Business Services (Consulting)

4%
1%
2%

Construction
Consumer Services (Hair, Beauty etc.)

6%
1%

Creative
Education
Electricity, Gas and Water

12%
2%
3%

Finance
Health Services

4%
2%

Hospitality, Entertainment, Events
Human Resources

7%
1%

Information Technology

22%

Manufacturing

6%

Mining

1%

Real Estate

2%

Social and Community Services
Tourism
Transport
Wholesale/Retail

9%
2%
4%
9%

The majority of entrepreneurs reported starting businesses in the Information Technology (22%),
Creative (12%), Wholesale/Retail (9%), and Social and Community Services (9%) sectors. Mining and
Automotive were amongst the least popular sectors for aspiring entrepreneurs.

Top 3 sectors for:

A closer look
Sectors of equal (or close to)
representation of men and women:
Agriculture
Business Services (consulting)
Creative
PG 8

Men
1. Information Technology
2. Creative
3. Community and Social Services
Women
1. Creative
2. Hospitality
3. Social and Community Services
Sectors where women have greater
representation than men:
Consumer Services (Hair, Beauty etc.)
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[ Age of Business]
Less than 6 months

33%

6 months - 1.5 years

30%

1.5 years - 2.5 years

15%

2.5 years - 5 years

15%

5 years +

7%

A closer look
In comparison to last year, there’s a slight increase in the proportion of businesses
that report being in existence from 6 months to 5 years. This could indicate the
survival rates of new businesses are improving.

Food for thought
40% of businesses that have been in existence for more than 2.5 years reported having
more than 10 years of experience. This could infer that prior years of work experience is a
critical success factor in a business maturing.
This insight poses a complex challenge for South Africa as we battle with issues of skills
shortage, a weak education system, and high levels of unemployment.

If prior work experience is a critical success factor for a
business maturing, how can we equip our entrepreneurs
with the skills and work experience required?
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[ Annual Revenue]
My business is

My business is

Post Revenue

Pre Revenue
(My business is

(My business is

new and has no

generating
sales)

sales figures yet)

41%

59%

Food for thought
More than half of the entrepreneurs
reported still being in pre-revenue or
ideation stage, including:
•
•

Why is it taking businesses
so long to gain traction
and lift off the ground?

25% of businesses between 2.5 to
5 years old
17% of businesses more than 5
years old

[ Business Revenue for 2015]
Less than R10 000

8,5%

R10 000 - R50 000

22%

R50 000 - R100 000

12,5%

R100 000 - R500 000

27%

R500 000 - R1M

11%

R1M - R5M
Greater than R5M
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Only 4.5% of startups make more
than R5-million in annual revenue,
while nearly half (47.5%) bring in
less than R100 000 per annum.

14%
5%
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[ Customer Profile]
Does your company serve:
consumers, businesses,
government or all?

How many
customers /clients do
you currently service?
0

Business to Business

36,0%

Business to Consumers
Business to Government

1-5

49%

33%

6-20

9%

All of the above

25%
18%

21-50
38%

51-100
101- 200
200+

9%
5%
2%
8%

[Office Environment]

Work from home
65%

Shared workspace
13%

11%

Mostly on the road
10%

Public
1%

Our entrepreneurs are resourceful. Those who primarily work from public spaces
reported utilizing a computer lab, gym, restaurant, library, or anywhere with free Wi-Fi.

A closer look
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The majority of our entrepreneurs work from
home, with many citing the reason of high costs
associated with oﬃce rental.
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[ Number of
Founders]
1
2
3
7%
4 3%
5 2%
5+ 1%

59%
28%

[ Number of
Employees]

Best Practice
The decision to run a business alone or
have a co-founder is an important one.
Entrepreneur Magazine suggests reasons
why being a solo entrepreneur might
sound appealing, such as owning more of
the company or having complete control
over decision-making. On the contrary,
beneﬁts of having a co-founder include
distributing the stress, splitting early and
out-of-pocket expenses, and mitigating
risk for investors.

0
1
2
3-4
5-10
10+

38%
16%
15%
19%
8%
4%

A closer look

Our ﬁndings indicate that when compared to male
counterparts, women entrepreneurs are more likely
to employ smaller teams of 0 to 2 employees. This is
in line with SBP’s research on understanding women entrepreneurs in South Africa. They highlight
that women inherently shy away from risk. This partially contributes to the smaller business size
and slow growth of women-owned businesses.

Did you know?
According to the International Labour Organisation, South Africa ranks as the 9th worst country
in the world for employment. Unemployment for the ﬁrst quarter of 2016 rose to 26.7%. Job
creation should be a key outcome of entrepreneurial activity, yet a large portion of our
entrepreneurs (38%) have no employees.
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[ Key Challenges
Entrepreneurs face]
Finding clients or customers
Wearing too many hats
Lack of guidance
Inability to raise funds

Last year’s survey yielded the
same results, with most
entrepreneurs highlighting
“ﬁnding customers” as their
top challenge.

49%
27%
30%
47%

Note: Entrepreneurs were asked to select up to three of

the most challenging problems facing their business.

Food for thought
What is the underlying reason why entrepreneurs cannot ﬁnd customers?
• An unclear value proposition? An unfocused marketing strategy?
• A weak understanding of their customer segment?
• Limited demand for the entrepreneur’s product or service?

Best Practice
Did you know?
According to the Aspen Network of
Development Entrepreneurs (ANDE),
there are 214 organisations that provide
ﬁnance and capacity development support in the entrepreneurial ecosystem.
Despite this support, entrepreneurs cited
funding as a key gap, speciﬁcally:
• mismatch between capacity support
and available funding
• early stage funding gap
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The Global Accelerator Learning Initiative
(GALI), which works with accelerator
programmes around the world, highlights
that “programmes need to focus more on
building entrepreneurial networks and less on
delivering content”.
Further, it was highlighted that interventions
with a greater focus on overcoming
networking and communication challenges
yielded better outcomes. For entrepreneurs
who didn’t come from well-connected
backgrounds, “networking sessions literally
level the playing ﬁeld”.
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[ Funding requirements
of Entrepreneurs]
72%

To grow my business
To buy technology / new equipment
Day to day business needs
To finance stock

45,5%
29%
20%

Note: Entrepreneurs were
asked to select up to two
reasons for requiring
funding for their business.

Food for thought
Nearly half of our respondents say they need funding to buy technology.
In March 2016, serial entrepreneur and venture capitalist Vinny Lingham shared valuable
insights with Seed Academy entrepreneurs - ICT entrepreneurs should not outsource
coding – it is a core capability required ‘in’ the business. Vinny, as an investor, doesn’t invest
in startups that outsource. Similarly, Venture Burn suggests, “venture capitalists often won’t
back a [tech] startup unless at least one of their founders is a developer or a programmer”.
Do our ICT entrepreneurs have the in-house coding capability required to get the
backing of venture capitalists or further funding?

[ How have you funded
your business to date?]
Self funded 85%

Friends & Family: 9%

Bank loan: 2%

Angel investor: 2%

Development finance institutions (DFI’s): 2%

Did you know?

In comparison to last year’s survey results,
there’s a slight increase in the percentage of
entrepreneurs who are self funded or
received funding from friends and family.

African tech startups received a total amount of funding in excess of R2.7 Billion according to
data compiled by Disrupt Africa. They reveal South Africa, Nigeria, and Kenya were the top three
destinations for tech investors in 2015, both in terms of number of deals and total amount of
funding.
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[ How much money did it
take to fund your business?]
Less than R10 000

24%

R10 000 - R50 000

31%

R50 000 - R100 000

15%

R100 000 - R500 000

19%

R500 000 - R1M
R1M - R5M
Greater than R5M

6%
4%
1%

More than 50% of entrepreneurs required R50K or less to fund their business

A closer look
More than 50% of entrepreneurs required R50K or less to fund their business. This was
consistent across most of the sectors, including traditionally capital-intensive sectors
such as Agriculture, Electricity Gas and Water, Manufacturing and Transport.

Planting the seed
Did you know?
There are 71 direct ﬁnance providers for
startups in South Africa, according to
ANDE. The types of funding provided
include debt, equity and grants.
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Considering the relatively small amounts of
money it took our entrepreneurs to fund
their business, do our entrepreneurs really
know how to access, engage with, and pitch
to direct ﬁnance providers (DFIs)?
Or do DFIs need to be doing more to
market themselves and provide easier
access to funding?

Seed Academy | STARTUP SURVEY RESULTS 2016

SECTION 3
[ Entrepreneurs motivation
for starting a business,
their outlook and what
they say they need [

[ Motivation to start a business?]
I identified an opportunity

48 %

I wanted to be my own boss
It utilises my skills
It makes me happy

21%
11%
8,5%

Nearly 50% of entrepreneurs “identiﬁed an opportunity”

A closer look
Most entrepreneurs around the world are
opportunity-driven and South Africa is no
exception. For the second year running, the
biggest motivator to start a business for most
entrepreneurs is the “identiﬁcation of an
opportunity”. This is positive sign for South
Africa’s entrepreneurial ecosystem as most
entrepreneurs are starting businesses for the
right reason.
A signiﬁcant number of entrepreneurs between
16-24 years were also motivated to start a
business to “utilise their skills” and because it
“makes them happy”.

Did you know?
Debunking the myth:
GEM reported that “necessity-motivated
entrepreneurship is up 18% compared to
2014”. However, less than 4% of our
respondents are ‘necessity’
entrepreneurs who started a business as
a result of not ﬁnding a job. This is down
from 8% last year. This ﬁnding also
applies to women and rural
entrepreneurs, of which in both groups
only about 4% started businesses
because they couldn’t ﬁnd a job.

Best Practice
Yusuf Bandera-Rees founded the Awethu Project after he realised that South Africans in under
resourced communities have talent equal to those at leading international universities.
Upon returning to South Africa from studying at Harvard, Randera-Rees headed for Alexendra
township in Johannesburg with an old table and two beach umbrellas. He spread the message to the
community that the Awethu Project could “oﬀer you world-class resources”. One month later 2,000
people had applied for funding.
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[Entrepreneurs’ business
outlook for the next 12 months]
Very pessimistic
Somewhat pessimistic
Neutral
Somewhat optimistic

6%
5%
16%
28%

Very Optimistic

45%

“The value of the entrepreneurial optimism among the
youth in Sub-Saharan Africa should not be underestimated.”
- World Economic Forum

Food for thought
One small but important diﬀerence between the genders is that women are showing
greater optimism for the future. A report by SBP on ‘Understanding Women Entrepreneurs
in South Africa’ found that women’s greater optimism is matched by a generally a more
favorable view of the business environment.
As mentioned earlier, women are inherently risk adverse. How can we leverage women’s
greater optimism and a more favorable business outlook to take risks that make growing
their business possible?

Planting the seed
Botswana and Senegal have one of the highest stated rates of entrepreneurial
intentions with over 60% of adults reporting they intend to start a business in the
next 3 years. The global average Is 21% and South Africa scored only 21%.
According to GEM, high entrepreneurial intentions are consistent with people
who are “optimistic that they have the skills to start a business and believe there
is good opportunity to do so”. This is also coupled with a low fear of failure,
where the rate is 20% in Botswana and Senegal and 30.9% in South Africa.

How do we cultivate a culture of high entrepreneurial intent? How can we
leverage our entrepreneurs’ optimism to portray entrepreneurship as an
attractive option and inspire others to join the movement?
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[What support do our
entrepreneurs ask for?]
Financial
Support
54%

Ability to present to new customers
via quality connections
33%

Marketing
Support
37%

Networking
Opportunities
34%

Business
Planning
30%

Being part of a
network of businesses
30%

Financial support remains the entrepreneurs’ greatest need.

Compared to last year’s survey, there was a shift in the top 6 types of support required by entrepreneurs:

2015:

1.
2.
3.
4.
5.
6.

Financial Support
Marketing Support
Business Planning
Educational Training
Networking Opportunities
Access to someone who has
experience setting up a
business

2016:

1.
2.
3.
4.
5.
6.

Financial Support
Marketing Support
Networking Opportunities
Ability to Present to New Customers
Business Planning
Being Part of a Network of Businesses

There is a direct correlation between the support that entrepreneurs require and the challenges they face. This
is access to markets, which links to the challenge of ﬁnding customers and access to ﬁnance, which links to the
inability to raise funds.

A closer look
Limited access to markets is repeatedly recognised as
a fundamental barrier to small business growth.
Three of the top 6 support mechanisms relate to the
increased need for access to markets:
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• Networking Opportunities
• Present to New Customers
• Being Part of a Network of Businesses
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SECTION 4

[ Conclusion [

[Summary Findings]
1.No significant shifts since Startup
Survey 2015
Overall, not much has changed from last year. Our entrepreneurs are resilient - primarily
working from home, funding themselves and facing the key challenges of ﬁnding
customers and raising ﬁnance. Although business traction is slow, South African
entrepreneurs are optimistic about the future.

Are we doing enough in the SA ecosystem to provide an environment
conducive to fast tracking the development of entrepreneurs?

2. Business survival rates are on the increase
There has been a slight increase in the age of the businesses surveyed compared to last
year with 6% of businesses moving up in years of existence. The businesses in existence
for 5+ years has remained consistent at 7%.

Less than 6 months

33%

6 months - 1.5 years

30%

1.5 years - 2.5 years

15%

2.5 years - 5 years

15%

5 years +

7%

While the % increase in the age of the businesses is small, the fact it is
increasing is a step in the right direction!
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[Summary Findings]
3. Female entrepreneurs remain in the
minority
While slightly more than half of S.A.’s population is female, only 1 in every 3
entrepreneurs is female. As a continued trend from last year, women remain the minority
in a largely male-dominated entrepreneurial landscape.

Women
31%

Men
69%

Despite being in the minority, women are generally more optimistic about the future. A
report by SBP on ‘Understanding Women Entrepreneurs in South Africa’ found that
women’s greater optimism is matched by a generally more favorable view of the business
environment.
It is also worth noting that our ﬁndings indicated that women are more likely to employ
smaller teams of 0 to 2 employees – this is in line with SBP’s research in which they
speculate that women are risk-averse which may be a contributing factor to them owning
smaller businesses.

4. Ethnic footprint of entrepreneurs does not
mirror SA’s demographics
Black Africans make up 79% of the country’s population, according to the most recent
South African national census and our data ﬁnds African entrepreneurs are
underrepresented, while Whites and to a lesser extent Indians, are overrepresented when
compared to the country’s distribution of each ethnic group.
Black African
White
Coloured
Indian
Asian
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59,3%
26,1%
7,4%
6,1%
0,4%
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[Summary Findings]
5. Popular sectors for starting a business are
ICT, Creative, Wholesale & Retail and
Community & Social Services
The majority of entrepreneurs reported starting businesses in the Information Technology
(22%), Creative (12%), Wholesale & Retail (9%) or Social and Community Services (9%)
sectors. Mining and Automotive were amongst the least popular sectors for aspiring
entrepreneurs.

6. Prior work experience is a key driver to
business survival
Businesses that have been in existence for more than 2.5 years reported having more
than 10 years prior work experience. This highlights a positive link between prior work
experience and business survival rate.

How can we equip young entrepreneurs with the skills and work
experience necessary to build sustainable businesses?

7. The majority of entrepreneurs self-fund
their businesses with small amounts of
capital
85% of entrepreneurs have, with R50k or less, self-funded their businesses and only 2%
have funded their businesses from bank loans, DFIs and angel investors, respectively.
This is disappointing given that a similar trend was identiﬁed in 2015. The implication is
that many entrepreneurs may not be getting amounts of money that give their businesses
the required funding for growth. Despite large sums of money being available through
Development Finance Institutions (DFIs) – entrepreneurs may not have the required
knowledge of where to go and/or the processes may not be streamlined for them to
acquire funds. The angel network is still largely immature in SA and needs attention to
enhance funding opportunities for entrepreneurs.
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[Summary Findings]
8. Opportunity is driving SA entrepreneurs
Only 4% of respondents started a business because they were unable to ﬁnd a job. Nearly
50% of women and 50% of rural entrepreneurs said their biggest motivator in starting a
business was identiﬁcation of an opportunity.

This is a positive sign for South Africa’s entrepreneurial ecosystem as most
entrepreneurs are starting businesses for the right reason.

9. Finding customers is the key challenge
faced by entrepreneurs
While ﬁnding customers is followed closely by entrepreneurs citing ‘inability to raise
funds’ as a challenge, marketing and access to markets are key areas requiring attention.

10. Entrepreneurs are doing it ‘alone’
The majority of entrepreneurs (59%) are the sole founders of their business.
Entrepreneurs view owning more of the business or having complete control as beneﬁts
of being the sole founder. The beneﬁts of having a co-founder (or co-founding team)
include distributing the stress, sharing early and out-of-pocket expenses and mitigating
the risk for investors.
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[Summary Findings]
11. Most businesses still employ a small
number of employees
Only 4% of entrepreneurs surveyed employ more than 10 staﬀ and the majority (38%) do
not currently employ people. Job creation should be a key outcome of entrepreneurial
activity, yet a large portion of our entrepreneurs have no employees.

12. Entrepreneurs are taking long periods to
gain traction
More than half of the entrepreneurs reported being pre-revenue, including 25% of those
surveyed being 2.5 – 5 years old and 17% being 5 or more years old.
It is concerning that there are businesses 5 years and older that are not making
sales – this could be the result of the ‘access to customers’ challenge that
entrepreneurs have highlighted and have requested support for.
This key ﬁnding may suggest that our responses include full-time employees who are
involved in a part time start up. These entrepreneurs may be ‘stuck’ in ideation and have
not made the transition to full time entrepreneurship. Based on this, generating sales
would not be a key priority for them.
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[ Recommendations]
1. Enhance the funding 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
• 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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•

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.

•

Banks
Banks need to be mandated to be more lenient in the funding requirements
and processes for entrepreneurs to acquire loans. In addition, banks need to
ﬁnd innovative approaches to enable access to funding, for example:
collateral free loans, lower interest rates etc.

•

Seed funds
Early and growth stage entrepreneurs are in need of funding. Commonly
referred to as the ‘missing middle’, funds targeting these types of businesses
need to be fast tracked.
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[ Recommendations]
2. Prepare entrepreneurs to be funding ready
“Despite the availability of funding and ﬁnancial support to entrepreneurs a
disconnect remains, as 47% of entrepreneurs are challenged by the inability to
raise funds while 54% request more ﬁnancial support for their startup.”

We need to ensure entrepreneurs are funding ready by:
• Helping them understand which DFIs to approach and their criteria so they can
position pitches correctly
• Equipping entrepreneurs with sound record keeping skills and tools
• Developing ﬁnancial discipline at an early stage of business development
• Developing ﬁnancial models (income statements, balance sheets and
cashﬂow) that are realistic and reﬂect planned business growth
• Ensuring entrepreneurs have a realistic understanding of their business, the
size of the business opportunity and how much funding is actually required

3. Elevate marketing, access to markets and
soft skills development in entrepreneur
development interventions
• Marketing from day one should be seen as important and receive as much
emphasis as product/service development
• Marketing services should be provided as a core component of interventions
• Emphasis should be placed on marketing, market access and soft skills
development (e.g. networking, pitching and communication skills) at every stage
of business development
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[ Recommendations]
4. Fast track the development of women and
youth entrepreneurs
Every type of entrepreneur faces unique challenges and barriers. While last year’s survey
recommended targeted entrepreneurial development dependent on the age of business,
this year we take a closer look at applying a tailored approach for diﬀerent entrepreneur
groups:
• Youth entrepreneurs – focus on skills development and business acumen. Our
data demonstrates a positive correlation between years of business existence
and prior work experience. Considering more than 50% of youth aged 15-24 are
unemployed, opportunities for gaining work experience are limited. Youth need
additional support in developing skills and business acumen that would other
wise be acquired in a traditional work environment.

We need innovative solutions to get the youth ‘work’ experience e.g.
entrepreneur shadowing and the on-the-job training at an SME

• Women entrepreneurs – focused support is required to expand their businesses
and generate jobs. Some of the solutions are obvious: more education, more
networking and more support and representation on various programmes. To
fast-track current development eﬀorts, a more critical look and edgier
approaches are needed to give women a distinct advantage.

• Actively promote more success stories of female entrepreneurs
• Develop speciﬁc women focused development programmes
and encourage female mentors to assist them in the speciﬁc challenges they face
• Identify innovative funding opportunities for women e.g.
collateral free loans and reduced interest rates
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Recommendations]
5. Facilitate stronger public/private sector
collaborations
• Disbursement of Government funds to the private sector to assist in
entrepreneur development
• Ongoing dialogue/forums to better streamline eﬀorts for impact, minimize
duplication and share best practices
• Visibility of government initiatives and identiﬁcation of innovative ways of
private sector supporting these

6. Embedding a culture of entrepreneurship
The common answer is to embed entrepreneurship into the education system but ﬁrst we
believe we need to address the stigma associated with failure

• Entrepreneurs are afraid to take risks and fail fast, the result is our
entrepreneurs are failing slowly which means they are not learning fast enough,
innovating enough or building resilience
• Give young people opportunities to fail by fast tracking entrepreneurial
opportunities at every level i.e. school, technikons, universities where
entrepreneurship and practical ways of looking at businesses can be integrated
into all syllabuses
• We need to create a culture of transparency amongst the private and public
sector of failures so all stakeholders can learn and not repeat the same mistakes
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[About Seed Academy

[

Seed Academy is a for proﬁt social enterprise focused
on transforming the South African economy through
entrepreneurship.
We aim to achieve above average ROI whilst enabling business to
meet their core BBBEE objectives in respect of Skills Development,
Socio-Economic Development and Enterprise & Supplier Development

The Seed Philosophy
The Think. Be. Do. series of interventions deliver success by tackling three
key areas of entrepreneurship.

THINK
The mindset to succeed and
the knowledge to make it
happen.

BE

DO

Belief in oneself and one’s
ideas. Strategies to keep
momentum

The practical steps to carry a
business through to success.

Our Why
We believe entrepreneurs are the job creators of the future and with the right
training, support and funding, they can build successful and scalable businesses
Current incubation interventions are not producing the results required and the time
has come for a fresh look at an entrepreneurial system that gets real results
We believe transformation is much more than just ticking boxes

Seed Academy’s proven methodology moves entrepreneurs from start
up to growth and ultimately to scale. Our interventions have been
designed to achieve real, measured ROI for ESD spend.
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The Seed Way
Seed Academy‘s interventions 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 successfully launch, grow and scale their businesses.

Monitoring &
Evaluation
with high levels of
transparency and
governance

Source & recruit
high potential entrepreneurs

Activations
based on the stage of development,
identify ideas and businesses that have
high potential for development.
Training
targeted at each
entrepreneurs
speciﬁc business
and stage of
development
• TBD Ideation
• TBD Build & Grow
• TBD Grow & Scale

Change management
for supplier
development to
ensure all parties
understand and meet
the business’
requirements

Funding &
Acceleration
through our
WDB Seed Fund

Business support &
mentorship
provided by successful
entrepreneurs and
experienced mentors

[ Why Seed Academy

[

Access to markets
through our
ecosystem of
mentors, industry
experts, subject
matter experts,
successful start-ups
and Alumni, as well
as access to supply
chains through our
strong relationships
with corporates,
Government
entities and
partners

Our accredited programmes are tailor made to achieve speciﬁc industry outcomes
Facilitators are experienced entrepreneurs
We achieve above average ROI whilst empowering business’ scorecards
We have a track record of successful public and private partnerships
We are market leaders breeding innovative pilot projects
We are committed to research to validate our hypotheses and contribute back to the
entrepreneurship ecosystem
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Here’s how to find us
+27 (0)11 262 6858
info@seedacademy.co.za

www.seedacademy.co.za

Seed Engine, Building 2
Pinmill Farm Office Park
164 Katherine Street
Sandton, Johannesburg

