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ABSTRACT
The crucial role the micro, small, and medium enterprise sector plays in the growth of the South African economy and its ability to generate employment cannot be underestimated. Apart from other resources required to successfully manage a business, the required skills levels of employees and the emphasis placed on the investment in the training and development of employees by employers are of the utmost importance. To improve the skills level of the South African workforce, the South African government recently promulgated legislation to make provision for structures for improving the management of education and training. Two important structures created by legislation are the National Qualifications Framework (NQF), the purpose of which is to set national standards for training and the Sector Education and Training Authorities (SETAs), whose function is to coordinate training activities in a particular sector of the economy. The skills Development Levies Act requires a levy to be paid by employers for the purpose of training and developing employees. Against this background a need was identified to determine the present and future training skills required by micro, very small and small enterprises (SMEs) in selected areas and to elicit the opinion of owners and managers of these SMEs on skills development.

The study comprised surveys in three provinces in South Africa, namely Gauteng with 400 sample units, KwaZulu-Natal and the Western Cape, with 300 sample units each. Approximately 60% of the interviews were conducted at microbusinesses (1-5 employees), 20% at very small businesses (6-20 employees), and 20% at small businesses (21-50 employees) in the food and beverages, manufacturing and services sector. Personal face-to-face interviews were conducted using a questionnaire.

The main skills required by employees at present are: IT/computing skills, marketing skills, teamwork skills, workplace safety skills, technical skills and self-management skills. Future skills requirements focus on IT/computing skills, numeracy skills, workplace communication skills, leadership and management skills, problem-solving and teamwork skills. Owners and managers are generally positive about the training and development of employees. There is, however, a lack of knowledge about the purpose and role of training legislation and specifically SETAs and the skills development levies regulations.

1 
INTRODUCTION

The importance of micro-, small and medium-sized enterprises (SMEs) for South Africa’s socio-economic development cannot be overemphasised.  In 2001 medium and small enterprises together contributed just a little less than 30% of South Africa’s total Gross Domestic Product (GDP) and constituted almost 32,6% of the total wage bill of the country (Ntsika 2001:10).  The importance of SMEs in a South African context was also recognised by the former president, Nelson Mandela (DTI 1999:12).  In his opinion: 

· SMEs can increase competitiveness and mobilise idle funds to productive aims

· SME development can contribute substantially to the more equal distribution of economic powers in the country 

· the stimulation of SME development can help with the reduction of unemployment levels

As with most organisations, the most important key to SME success lies largely in the quality of its human resources.  Little research has been done on human resource-related aspects of SMEs and, in particular, on the training needs of employers/employees in this sector.  To address the national skills situation in South Africa, a national skills development strategy has been developed. This strategy aims to link learning with the demands of the world of work, to develop the skills and knowledge of existing workers and enable employees to become more productive and competitive. Two important pieces of legislation have been promulgated, namely the Skills Development Act of 1998 and the Skills Development Levies Act of 1999.  The skills development levy (1% of the employer’s wage bill) aims to strategically stimulate investment in education and training in the workplace.  The Skills Development Act,  among others,  established a National Skills Fund, Sector Education and Training Authorities (SETAs) and learnerships (see section 4) (Merconia & Merconia 2000:5). Both these laws should play a significant role in the upgrading of skills in the SME sector.  However, it has not been established whether the various SETAs, who should guide the development of skills of SMEs, have been successful or whether a proper needs analysis of various training needs of SMEs has been done by them. 

2

PURPOSE OF THE STUDY
The purpose of this study was to determine the present and future training skills required by micro-, small and medium-sized enterprises in selected areas in South Africa and to elicit the opinion of owners of SMEs on skill development and the success of SETAs.

3

TRAINING NEEDS ANALYSIS: A BRIEF OVERVIEW.

In most cases, training needs in large organisations are viewed in isolation of the bottom-line results that the organisations are seeking (Silberman 1998:19). SMEs are different from large organisations in that they do not have the luxury of specialist human resource practitioners to determine training needs.  In most cases owners and line managers are responsible for determining training needs and are generally well aware of the nature of the training needs and how they can contribute to the organisational success.  Irrespective of the size of the organisation, the principles of needs analysis remain broadly the same.  To conduct a needs analysis, data are gathered on present performance and compared with a desired performance standard.  (Mitchell 1998, Erasmus & Van Dyk 2003)   The needs analysis process is naturally the first step towards beginning a training programme and is only considered an aid to training and not a substitute for it .

Three levels of training needs can be identified, namely, macrolevel needs, which focus on needs of national and even international interest, mesolevel needs, which refer to the specific requirements of the enterprise, and microlevel needs, which denote needs that exist for a single person or for a very small group (Van Dyk, Nel, Loedolff & Haasbroek 2001:180)
 

        
 In addition to the levels where training needs can manifest themselves, the “time dimension” of training needs must also be noted.  An important component of any needs determination process is that each section should have a so-called “best” time to conduct a needs assessment.  A further distinction must be drawn between current and future training needs.  If an enterprise wishes to be proactive in its training programme, it is essential to identify future training needs.  Certain demographic variables such as home language and age of the population are of the utmost importance in determining future needs.  The effect of technological progress, which will drastically change the workplace in the near future, must also receive thorough consideration.  Worldwide competition and the internationalisation of enterprises will also have a considerable effect on culture, language use and political affiliations.  Proactive training planning can only be conducted if the training department and its representatives form part of the strategic planning process of the enterprise. (Erasmus & Van Dyk 2003: 145)


Various approaches to determining training needs could be followed (Erasmus & Van Dyk 2003:145-146).  The organisational development approach focuses on organisational problems and the effect of social groups and phenomena relating to group dynamics on these problems.  Various aspects are addressed, such as the effect of external groups (consumers and clients), organisational diagnoses to determine the organisational climate, the analysis of internal group perceptions, and the analysis and monitoring of group dynamics. 

The welfare approach concentrates on the satisfaction of individual needs at the expense of enterprise and group effectiveness.  According to this approach, workers regard training as only a means to an end, because training qualifies them to receive better salaries.  In general, this approach is not found in the private sector.  The administrative approach emphasises the notion that the sole purpose of training is the successful execution of the administrative process.  The need for documentation or administrative systems is the only aspect these trainers are aware of.  According to the political approach, the credibility of a trainer determines the success of a course.   The means (power and influence) becomes an end in itself.   The systematic training approach emphasises the scientific nature of the needs determination process.  The scientific diagnosis of performance deviation is an essential prerequisite.  The emphasis falls on what ought to be learned, instead of on the trainer’s preferences, or what can be purchased in “package” form.  The achievement of organisational objectives and cost-effectiveness are given as the highest priorities.   According to the objective approach, training skills can be clearly defined in behavioural terms and are fairly constant over time.  The explanatory approach, on the other hand, maintains that the objective approach fails when the enterprise functions in a dynamic environment, and that training cannot be defined in behavioural terms.  The explanatory approach therefore does not accept that an objective set of training needs can be determined.  According to the explanatory approach, training needs can only be identified if various participants in an enterprise identify a need by means of consensus decision-making.   The objective approach is the more traditional of the two, while the explanatory approach is in essence a pragmatic approach.  However, the explanatory approach, cannot be discarded. By combining these two approaches, an “integrated” approach to needs determination can be formulated.  The aim of this approach is to use the processes and methods of the objective approach, but to think in terms of the explanatory approach.  Such a compromise is more acceptable for the purpose of needs assessment since the best aspects of the two approaches are utilised. 
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PROMOTING SKILLS DEVELOPMENT IN SOUTH AFRICA

The Skills Development Act 97 of 1998, the Skills Development Levies Act 9 of 1999 and all programmes flowing from these acts are administered and overseen by the Department of Labour in South Africa.   As mentioned earlier, the purpose of the Skills Development Levies Act of 1999 is to impose a levy payment system in which levies can be used to finance skills development of the employed (mostly through their employers) and the unemployed.   However, this study is mostly concerned with the Skills Development Act and the structures that came into being through this Act.   A brief overview of the Act is provided below:

The purpose of the Skills Development Act (chapter 1 of the Act) is to secure a better trained workforce. The Act further

· introduces a new institutional framework (a set of guidelines, rules and structures) to determine and implement national, sector and workplace skills development strategies

· makes sure that more training and development programmes provide workers with nationally recognised qualifications that are recognised in the National Qualifications Framework

· provides for learnerships that lead to recognised qualifications, which is achieved through a combination of practice and theory – teaching people how to do things and helping them to understand why things are done in a certain way

· establishes new ways to pay for skills development through a levy/grant system and the National Skills Fund
· provides for employment services and their regulation to help new, unemployed and retrenched workers find work, and to help employers find skilled workers

· establishes a National Skills Authority (NSA) and Sector Education and Training Authorities (SETAs)

The Act encourages partnerships between government, employers, workers, educational and training providers and communities.  The Act also states that it is the needs of employers, the economy and communities that must decide which skills must be developed.  This implies that there must be better information about which skills are needed, so that priorities for skills development can be set.   Another aim of this Act is to make businesses more productive and efficient by improving skills.  This will encourage growth in our economy so that South Africa can compete in world markets.   The Act aims to improve people’s quality of life, by giving them a better chance of finding jobs or starting businesses.

The Act is designed to increase investment in education and training and to ensure that this money is wisely spent.  In the past, many business people were not motivated to pay for training.  Under the new Act businesses are encouraged to spend money on training, and are rewarded for their efforts.  Training under the new Act is seen as an investment in building the skills of individual businesses and of the economy as a whole.   The Act provides for people who are starting their first jobs, for those already in work and for those who find it difficult to secure jobs, such as people with disabilities.    The aim of the Act is to provide the best quality training and education and for the standards of training and education to keep on improving.  The objectives of the Act will be achieved through the following institutions and programmes:

· The National Skills Authority

· Sector Education and Training Authorities (SETAs)

· Learnerships

· Skills Programmes

· The Skills Development Planning Unit (and labour centres)

· The National Skills Fund

· The levy/grant system

· Encouraging partnerships between workers, employers and the South African Qualifications Authority (SAQA).

The Act is divided into eight chapters, the first of which outlines the purposes of the Act as already described.  We now turn to two other relevant chapters of the Act.

The National Skills Authority was established in April 1999 to advise the Minister of Labour on

· the preparation and implementation of a National Skills Development Strategy

· priorities for spending from the National Skills Fund

· the work and progress of SETAs

· regulations and policy.

The National Skills Authority has powers to investigate and report to the Minister about anything relating to the way in which the National Skills Development Strategy is operating.   There are two key sets of agencies responsible for implementing skills development and identifying priorities for skills development.  The one consists of the Department of Labour, which operates principally through its provincial offices and local Labour Centres.  The other comprises the Sector Education and Training Authorities (SETAs) (chapter three).   The Minister of Labour established 25 SETAs on 20 March 2000.  Each SETA serves a discrete sector of the economy.  A sector covers a group of economic activities that are linked and related.  For example, there is a SETA that serves construction; another is concerned with wholesale and retail activities;  and the whole of the transport sector is served by another SETA.

The Act defines the functions of SETAs and states that each SETA must

· prepare a sector skills plan and implement this through learnerships, encouraging employers to draw-up workplace skills plans, and pay grants to employers to encourage training

· approve, register and promote learnerships
· quality assure training and accredit training providers

· administer the levy/grant system by paying grants to employers

· inform the National Skills Authority about their progress; report to the Director-General and provide information on job opportunities to the employment services of the Department of Labour and to education and training providers.

The Sector Skills Plan (SSP) required from each SETA describes the trends in each sector as well as the skills that are in demand and identifies priorities for skills development.  The first SSPs were completed in March 2000 and each year the plans arel be reviewed to make sure that the most important developments in every sector are looked at.    In compiling SSPs, most SETAs  had a steering group of employer and worker representatives to oversee the process.  An expert team led by the Department of Labour assessed the plans.  SETAs  assist in the implementation of the skills plans in a number of ways:

· They  encourage and help employers to prepare workplace skills plans.  They  also pay a grant to an employer who prepares a plan.  The SETAs monitor these plans and their implementation.  A workplace skills plan matches strategies and activities in the workplace to the skills that workers require.  The plan is important in identifying training requirements.

· Every employer (or for small firms a group of employers) should designate at least one person to act as a skills development facilitator.  SETAs liaise with the skills development facilitator so that each employer knows about skills development.  The facilitator is the point of contact between an employer and the SETA.  The SETAs also give guidance about training and preparing skills development facilitators for their role.

Learnerships encompass the traditional apprenticeships of the past.  Like apprenticeships, learnerships combine practice and theory.  The main difference is that learnerships go beyond ‘blue-collar’ trades – they also prepare people for jobs in the new services sector, and for higher paraprofessional occupations.  A candidate who completes a learnership will be able to demonstrate the practical application of skills and will also have learnt why things are done.   Learnerships can be developed in any area identified in the SSP as a need.  

The development and implementation of learnerships is a major feature of the National Skills Development Strategy.  Objective 2 says that by March 2005, learnerships must be available in every sector.  Objective 5 sets a target of at least 80 000 young people starting a learnership by March 2005.

Once they have completed their learnerships, learners will receive a certificate from a SETA to show that they have a qualification that is part of the National Qualifications Framework (NQF) of South Africa.

Learnerships are a new way of training.  It is the work of the SETAs to

· encourage employers, workers and training providers to design new learnership programmes

· recommend new learnerships to the Department of Labour and SAQA so that they can be satisfied the learnership will train people in skills that are needed and that the learnership programme has the right mix of practical training and theory.

· administer the Learnership Agreement between an employer, a learner and an education and training provider

· assist in the identification of on-the-job and off-the-job education and training and to promote core skills such as literacy and numeracy, team working and problem-solving

· promote learnerships to employers, workers, young people and their parents to build support for these new programmes

· monitor the implementation of learnerships and spread examples of good practice

· issue certificates to people who complete learnerships successfully

The National Qualifications Framework (NQF), established by the South African Qualifications Authority Act of 1995 is the framework, based on eight levels, within which any qualification or learning outcome can be registered.  The National Qualifications Framework is being developed under the guidance and oversight of the South African Qualifications Authority (SAQA).  SETAs do not set standards or provide education or training programmes but they support the National Qualifications Framework in the following ways:

· They support the Standards Generating Bodies (SGBs).  These are SAQA approved working groups that develop standards and qualifications to be registered on the National Qualifications Framework.  SETAs may initiate the process of setting up Standards Generating Bodies under SAQA.

· They give out information about standards and the best ways of doing things.

· They give employers, workers and trainers advice on how to implement the NQF.

Employers pay 1% of their payroll every year to the South African Revenue Services (SARS) as a skills levy  (Skills Development Levies Act – levy grant system).  The Department of Labour divides the money so that each SETA receives 80 % of the money paid by the employers in its sector.  The remaining 20 % goes to the National Skills Fund.

The SETAs use a small amount of this money (not more than 10 %) to cover their administrative costs.  The rest of the money is used as grants.  There are two types of grants – mandatory grants, based on the levy paid by employers, and discretionary cash grants.

Employers who are up-to-date with the payment of the skills levy can claim skills grants from their SETAs.  The mandatory grants – for the submission of a workplace skills plan, and for a subsequent implementation report on the training provided – MUST be paid by the relevant SETA as long as the employer submits the application correctly and on time, as assessed by the SETA.  The workplace skills planning grant is fixed as a percentage of the levies paid by an employer.  An employer who makes an application on time and in the proper way will receive 15 % of the total levies s/he has paid.  In 2001/2, the grant for the workplace skills implementation report amounted to 50 % of the total levies paid and in 2002/3 this grant amounts to 45 % of the total levies paid.   Discretionary grants to employers and others for learnerhips, skills programmes and for sector priorities are cash grants and are not dependent on the amount an employer has paid as skills levies. 
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RESEARCH METHODOLOGY

The study comprised surveys in three provinces, namely Gauteng with 400 sample units and KwaZulu-Natal and the Western Cape with 300 sample units each.  Approximately 60 % of the interviews were conducted at microbusinesses (1-5 employees), 20 % at very small businesses (6-20 employees), and 20 % at small businesses (21-50 employees).  Medium and large businesses were therefore excluded from the survey.  A quarter (25 %) of the interviews in KwaZulu-Natal and the Western Province were conducted in nonmetropolitan areas.  SMEs covered in the study fall into the food and beverages, manufacturing and services sectors. Personal face-to-face interviews were conducted by interviewers using a prestructured questionnaire. 
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RESULTS OF THE SURVEY
The results of the study were cross-tabulated by employment size group (micro-, very small and small businesses) and by province (Gauteng, KwaZulu-Natal and Western Cape) but for purposes of this paper, results are shown only by sector. 

6.1
RESPONDENTS
Table 1 summarises the profile of the respondents.

TABLE 1

PROFILE OF RESPONDENTS

	Description
	Manufacturing
	Services
	Food and beverages
	Total

	Respondents


number
	
444
	267
	288
	999

	Percentage owners

         %
	
71,4
	68,2
	69,8
	70,1

	Average age


    years
	
43,7
	40,1
	42,0
	42,2

	Percentage males

         %
	
74,2
	56,4
	58,5
	64,9

	Home language


English

         %


Afrikaans

         %


Zulu


         %
	
41,8


20,8


16,0
	32,1

23,4

14,0
	35,7

26,6

16,8
	37,4

23,2

15,7


The table shows that mainly owners in their early forties were interviewed.  Especially in the manufacturing sector more males were interviewed, while English is the home language of a large percentage of the respondents.

6.2
PROFILE OF BUSINESSES
Table 2 shows the profile of the SMEs where the interviews were conducted.

TABLE 2

PROFILE OF SMEs INCLUDED IN THE STUDY

	Description
	Manu-

facturing
	Services
	Food and beverages
	Total

	Registered with SETA
%
	
13,5
	
10,5
	
9,0
	
11,4

	Main products manufactured
	
	
	
	

	· Dressmaking/tailoring/fashion design/clothing
%

	
14,3
	
-
	
-
	
6,3

	· Automotive workshop
%
	
7,5
	
-
	
-
	
3,3

	Cupboards/doors/carpentry/coffins/

wendy houses/dog kennels
%
	
6,6
	
-
	
-
	
2,9

	Main services
	
	
	
	

	· Hairdressing
%
	
-
	
20,7
	
-
	
5,5

	· Nursery school/crèche
%
	
-
	
9,0
	
-
	
2,4

	· Beauty therapy
%
	
-
	
5,6
	
-
	
1,5

	Main food business
	
	
	
	

	· Takeaways/curries/toasted sandwiches/

       snacks/pizzas
%
	
-
	
-
	
32,2
	
9,2

	· Baking – cakes/bread, confectionery
%
	
-
	​
-
	
26,9
	
7,7

	· Catering – weddings/birthday parties/ guesthouses
%
	
-
	
-
	
15,0
	
4,3

	Status
	
	
	
	

	· Sole proprietor
%
	
53,1
	
57,9
	
57,3
	
55,6

	· Average age 
(years)
	
10,4
	
8,9
	
8,6
	
9,5

	Location
	
	
	
	

	· Commercial area
%
	
25,7
	
42,5
	
29,5
	
31,3

	· Industrial area
%
	
35,6
	
8,6
	
18,1
	
23,3

	· Building in residential area
%
	
15,3
	
23,3
	
29,2
	
21,4

	· Home
%
	
20,3
	
19,5
	
13,5
	18,1


Table 2 shows that most of the interviews were conducted at SMEs who claimed that they were not registered with a SETA(.  The SMEs were involved in activities typical of the three selected economic sectors namely manufacturing, services and food and beverages.  More than half the SMEs in all three major sectors were sole proprietors and the average age of the businesses varied from 8,6 years for food and beverages to 10,4 years for manufacturing.  More than one third (35,6 %) of the manufacturing SMEs operated from venues in industrial areas, while 42,5 % of the SMEs in services and 29,5 % of the SMEs in food and beverages operated from sites in commercial areas.

6.3
EMPLOYMENT PROFILE
A summary of the employment profile of the SMEs included in the study is shown in table 3.                                      

TABLE 3

EMPLOYMENT PROFILE

	Description
	Manu-facturing
	Services
	Food and beverages
	Total

	Average employment 
number

	
10,23
	
8,40
	
11,02
	
9,97

	Gender
	
	
	
	

	· Male
%
	
74,3
	
56,0
	
49,0
	
62,0

	· Female
%
	
25,7
	
44,0
	
51,0
	
38,0

	Type of employment
	
	
	
	

	· Full time
%
	
93,9
	
91,5
	
88,0
	
91,2

	· Part time
%
	
6,1
	
8,5
	
12,0
	
8,8

	Skills level
	
	
	
	

	· Skilled
%
	
47,5
	
50,4
	
38,6
	
45,4

	· Semi-skilled
%
	
38,9
	
38,5
	
38,7
	
38,7

	· Unskilled
%
	
13,6
	
11,2
	
22,8
	
16,0

	Education level
	
	
	
	

	· Higher education
%
	
14,0
	
20,4
	
9,6
	
14,0

	· Senior schooling
%
	
41,7
	
49,2
	
36,4
	
41,7

	· Junior schooling
%
	
32,6
	
22,9
	
40,8
	
33,2

	· Primary/no schooling
%
	
11,7
	
7,6
	
13,2
	
11,1

	Population group
	
	
	
	

	· Africans
%
	
55,1
	
59,1
	
60,6
	
57,6

	· Asians
%
	
14,4
	
6,9
	
10,3
	
11,4

	· Coloureds
%
	
12,1
	
13,2
	
14,8
	
13,4

	· Whites
%
	
18,4
	
20,8
	
14,3
	
17,7


Table 3 shows that the average employment varies from 8,40 employees (including the owners) in the services sector to 11,02 in the food and beverages sector.  As expected the manufacturing sector employs more males (74,3 %) than females (25,7 %).  However, the food and beverages sector employs more females (51,0 %) than males (49,0 %).   A comparison of the employment profile of the three sectors shows that the food and beverages sector makes more use of part-time staff, do relatively more unskilled work, have lower education levels and have relatively more African employees than the other two sectors included in the study.

6.4
SKILLS TRAINING
Table 4 shows the skills training facilities available at the interviewed SMEs as well as their skills training history.

TABLE 4

SKILLS TRAINING LOGISTICS AND HISTORY

	Description
	Manu-facturing
	Services
	Food and beverages
	Total

	Skills development facilitator

	
	
	
	

	· Internal
%
	
16,8
	
14,3
	
15,7
	
15,8

	· External
%
	
5,7
	
6,9
	
5,0
	
5,9

	· Interested in acquiring a skills development facilitator
%
	
21,5
	
24,1
	
14,0
	
20,0

	Workplace skills plan
	
	
	
	

	· SMEs with a workplace skills plan
%
	
24,0
	
19,2
	
21,7
	
22,1

	· Interested in acquiring a workplace plan
%
	
20,3
	
25,5
	
14,3
	
20,0

	SMEs whose staff attended training during the past 12 months
%
	
18,0
	
29,0
	
18,5
	
21,1

	Types of training attended by managers
	
	
	
	

	· Business management
%
	
25,0
	
13,9
	
25,0
	
20,0

	· Hairdressing
%
	
0,0
	
25,0
	
0,0
	
11,3

	· Computer skills
%
	
14,3
	
8,3
	
6,3
	
10,0

	· Catering
%
	
0,0
	
0,0
	
37,5
	
7,5

	· Beauty therapy
%
	
0,0
	
11,1
	
0,0
	
5,0

	· Accountancy
%
	
3,6
	
2,8
	
12,5
	
5,0

	Qualification level of staff sent for training
	
	
	
	

	· Higher education
%
	
30,1
	
12,4
	
8,4
	
16,1

	· Senior secondary schooling
%
	
56,2
	
49,3
	
39,7
	
48,1

	· Junior secondary schooling
%
	
13,6
	
28,0
	
34,9
	
26,2

	· Grade 7 and below/none
%
	
0,3
	
10,3
	
17,0
	
9,6

	Reasons for attending training
	
	
	
	

	· Further skills
%
	
30,8
	
29,3
	
19,2
	
27,3

	· Benefit to individuals
%
	
17,9
	
22,7
	
19,2
	
20,0

	· Keep up to date
%
	
20,5
	
25,3
	
7,7
	
19,0

	Reasons for not attending training
	
	
	
	

	· Fully trained
%
	
33,0
	
38,5
	
30,3
	
33,5

	· No skills needed
%
	
16,2
	
23,1
	
21,9
	
19,5

	· Financial reasons
%
	
21,8
	
10,4
	
17,1
	
17,7

	Maintains training records
%
	
21,0
	
24,2
	
19,6
	
21,5


Only 15,8 % of the respondents indicated that they have an internal skills development facilitator and 5,9 % an external skills development facilitator, while 22,1 % have a workplace skills plan in place.  One fifth (20,0 %) of those without a skills development facilitator and workplace skills plan indicated that they would like to have a facilitator and skills plan and most of them need assistance to achieve this.

The percentage of SMEs who sent one or more staff members on training courses during the 12 months preceding the interviews varies from 18,0 % for manufacturing to 29,0 % for services.  The three general training courses applicable to all sectors attended by managers were business management (20,0 %), computer skills (10,0 %) and accountancy (5,0 %).  Other training courses attended by managers and other staff members of SMEs relate to technical skills needed in their specific economic activity.  A comparison of the profile of all staff members by level of education (table 4) with those who attended training courses (table 5) shows that relatively more staff members with higher qualifications attended training courses.

The main reasons for attending training courses is to further skills, for the benefit of staff members and to keep up to date with new technology and products.  SMEs who had not sent anyone for training (78,9 % of the total) indicated that their staff are fully trained or skilled, they only do basic work where no advanced skills are needed and/or their business cannot afford the cost.

About one fifth (21,5 %) of the SMEs in the sample keep training records.  According to information on planned future expenditure on training, it would seem that SMEs do not plan to spend far more than they do currently.  In all three sectors increased expenditure is envisaged for training in sales and marketing (30,0 % of all respondents) followed by production (25,1 %) and technical skills (21,5 %).

6.5
SKILLS SHORTAGES
The assumption is made that vacancies are an indication of possible skills shortages, yet not all are, since they may occur due to a number of reasons besides a shortage of the correct skills available to fill a specific position.  However, it was not the purpose of this study to define and distinguish the reasons for vacancies.  Table 5 shows the vacancies during the 12 months preceding the interviews, the recruitment methods followed, difficulties in filling the vacancies, strategies to circumvent vacancy problems and the occupations with the highest turnover.

TABLE 5

VACANCIES AND THE TREATMENT THEREOF
	Description
	Manufacturing
	Services
	Food and beverages
	Total

	
	%
	%
	%
	%

	SMEs with vacancies
	23,9
	26,6
	26,4
	25,3

	Vacancies in

· Finance section

· Production section

· Sales/marketing section

· Distribution section

· Technical section

· Other divisions
	1,1

11,0

2,5

0,7

7,7

6,1
	1,5

7,9

3,7

0,4

6,7

11,6
	0,3

14,2

3,1

1,4

1,0

8,3
	1,0

11,1

3,0

0,8

5,5

8,2

	Recruitment methods

· Referrals

· Advertisements

· Head hunting
	62,5

26,0

21,2
	61,8

23,5

16,2
	70,3

18,9

13,5
	64,6

23,2

17,5

	Reasons for difficulties in filling vacancies

· Candidates’ lack of experience

· Candidates’ lack of required skills

· Unaffordable
	19,4

23,4

14,3
	21,2

10,6

18,2
	20,8

15,1

15,1
	20,3

17,5

15,7

	Strategy to circumvent vacancy problems

· Existing staff assist

· Overtime

· Casual staff
	52,0

19,4

15,3
	52,9

16,2

8,8
	55,9

20,6

14,7
	53,4

18,8

13,2

	Occupations with highest turnover

· Labourer

· Baker/chef

· Sales/marketing

· Technician/artisan
	8,2

-

2,0

4,5
	10,6

-

3,0

1,1
	11,2

10,2

3,9

1,1
	9,7

2,9

2,8

2,6


Approximately a quarter of SMEs had vacancies, mostly in their production and technical sections, during the 12-month period before the interviews.  The vast majority of these could be filled in relatively short time frames.  However, it took longer than six months to fill a few of these vacancies in the production and technical divisions.  Almost two thirds (64,6 %) of those with vacancies said they recruit new staff through referrals while advertisements in the media and head hunting also play an important role.

A lack of required skills tops the list (23,4 %) for reasons put forward by manufacturing SMEs for difficulties in filling vacancies while lack of experience is the most important reason mentioned by both the services (21,2 %) and food and beverages (20,8 %) sectors.

Existing staff working harder and longer working hours are the most important means of circumventing vacancy problems.  However, some SMEs, especially manufacturers (15,3 %) and SMEs in the food and beverages sector (14,7 %), also make use of casual staff.  

The highest turnover of staff was experienced among labourers in all three sectors (table 6).  However, bakers and chefs also show a high turnover rate in the food and beverages sector.

6.6
SKILLS GAPS
Skills gaps or skills content shortages occur when skills are in sufficient supply, but are seen to be of a low standard or not workplace relevant by potential employers.  Table 6 gives an indication of the adequacy of the skills of the staff of SMEs and their present and expected future skills needs.

TABLE 6

ADEQUACY OF SKILLS AND SKILLS NEEDS OF SMEs

	Description
	Manufacturing
	Services
	Food and beverages
	Total

	
	%
	%
	%
	%

	Adequate* skills in

· Production

· Sales/marketing

· Finance

· Distribution

· Technical

· Other
	84,6

86,7

90,4

64,5

85,0

75,4
	88,8

88,3

83,0

78,8

84,4

70,8
	76,1

76,9

79,4

56,0

70,2

75,2
	82,3

84,1

84,7

64,0

82,2

73,9

	Specific skills needed

· IT/computing skills

· Marketing skills

· Team work
	17,8

13,0

10,7
	18,6

10,1

9,6
	17,8

14,4

9,9
	17,9

12,8

10,2

	Occupational skills to be upgraded

· Sales/marketing

· Production

· Technical
	71,5

71,4

70,4
	74,3

59,8

65,0
	71,6

75,2

53,0
	72,2

69,8

65,0

	Skills to be upgraded by staff level

· Operational

· Management
	55,1

44,8
	48,5

47,3
	55,6

46,0
	53,5

45,8

	Most important future skills needed

· Team work

· Workplace safety

· Marketing skills
	50,0

52,1

46,0
	55,5

48,2

46,6
	53,9

53,4

44,1
	52,6

51,5

45.6


Table 6, reflecting the adequacy of the skills of staff members, provides an indication of training needs.  The table shows that the SMEs included in this study are largely (but not fully) satisfied with the adequacy of the skills of their staff.  On comparing the sectors it would seem that training is most urgent in the food and beverages sector while training the least adequate among distribution staff if one compares the occupations for all three sectors.

Specific skills needed most urgently at present are IT/computer, marketing and teamwork skills.  The most urgent occupational skills needed are sales/marketing, production and technical skills, especially on the operational and management employment levels.  The most needed future skills are teamwork, workplace safety and marketing skills.

6.7
TURNOVER
Larger businesses in manufacturing featured prominently with regard to turnover – 30,3 % had a turnover of more than R600 000 per year while only 18,3 % of the SMEs in the services and 24,4 % of the SMEs in the food and beverages sectors had similar turnover figures.  However, more than a quarter (28,7 %) of the SMEs in manufacturing included in the study had a turnover figure of less than R3 000 per month.  The percentage for this low income figure in the services sector is 26,1 % and in the food and beverages sector 28,6 %.  

When looking at changes of turnover over time, it seems that SMEs are faring better in the food and beverages sector than in the other two sectors.  Almost seventy percent (69,6 %) of the SMEs in the food and beverages sector indicated an increase in their turnover as against the 66,8 % of SMEs in the services sector and the 59,2 % in the manufacturing sector.

6.8
COMMUNICATION
The study has shown that SMEs have little knowledge of SETAs as well as learnerships. This section looks at possible communication lines that can be used to convey such knowledge.  However, before looking at external communication, some attention will also be given to internal communication.  Table 8 provides a summary of the communication issues addressed in the survey.

TABLE 8

INTERNAL AND EXTERNAL COMMUNICATION
	Description
	Manufacturing
	Services
	Food and beverages
	Total

	
	%
	%
	%
	%

	Internal communication
	
	
	
	

	Dominant management language

· English

· Afrikaans

· Zulu
	50,8

17,4

15,8
	45,5

20,3

12,0
	47,2

22,2

13,9
	48,3

19,6

14,2

	Dominant communication language of general staff

· English

· Zulu

· Afrikaans
	38,8

20,1

15,3
	36,8

16,1

18,4
	31,6

21,2

22,2
	36,2

19,4

18,1

	External communication
	
	
	
	

	Belong to a business organisation
	16,6
	22,3
	11,5
	16,6

	Preferred medium of communication

· Newsletter

· Personal visits

· Pamphlets

· Electronic
	34,8

31,2

15,2

13,6
	26,9

36,4

16,3

15,9
	39,2

33,2

13,1

8,8
	34,0

33,2

14,9

12,8


English tops the list for both the dominant management language and communication language of the general staff for the SMEs in all three sectors.  Afrikaans is second in all three sectors as management language as well as general staff language in the service and food and beverage sectors.  Zulu is the second most spoken language by staff in the manufacturing sector.

Only 16,6 % of the SMEs included in the study belong to one or more of the almost one hundred different organisations that were mentioned by the respondents.  The only frequently mentioned organisations were Chambers of Commerce - 38,2 % of respondents in the food and beverages sector, 36,5 % in the manufacturing sector and 17,2 % in the services sectors belong to them.  Chambers of Commerce therefore seem to be the only type of organisation that can be used as an avenue for communication purposes.  

Respondents indicated that they prefer communication to be by means of newsletters (34,0 %), personal visits (33,2 %), pamphlets (14,9 %) or electronic transmission (12,8 %).

7

FINDINGS AND RECOMMENDATIONS
The following transpires from the results of the survey:

(a) Large numbers of SMEs are not registered with SETAs. The reasons for not being registered  with with a SETA are twofold: 

· SMEs were not aware that most of them are compelled by law to register.




· Those that were aware of compulsory registration, were hesitant to register for the skills levy because they were not registered or did not want to be registered for tax at the South African Revenue Service (SARS).

(b)
Some of those who are registered are not aware that they are or are not aware of what registration entails.

(c)
Relatively large numbers do not see the need for (further) skills development in their organisations or do not know how to address skills development needs.

Further to the above:   The main skills required by employees at present are: IT/ computing skills, marketing skills, teamwork skills, workplace safety skills, technical skills and self-management skills.  Future skills requirements centre around IT/computing skills, numeracy skills, workplace communication skills, leadership and management skills, problem-solving and teamwork skills.  Owners and managers are generally positive about the training and development of employees.  However, there is a lack of knowledge about the purpose and role of training legislation and specifically SETAs and the skills development levies regulations.

The following recommendations can be considered:

· An awareness campaign targeting SMEs should be launched by the Department of Labour since the concept of SETAs is foreign to most small businessmen.  The communication medium/media will have to be carefully selected.  A multi-stage approach, using different media at different stages may be advisable. 

· New avenues for registration by those enterprises that are not registered for PAYE should be created.  A precedent has already been created by the method used to register employers for the Unemployment Insurance Fund (UIF).  This will of course necessitate changes in the Skills Development Levies Act of 1999.  The Department of Labour comes to mind as an agent to channel the registration to the appropriate SETA.  Another option would be to create a special body or designate an existing body to be responsible for such registrations. 

· Such a body may also cater for some of the training needs of SMEs.   SMEs appear to have specific training needs across all sectors and such a body can cater for such training needs but also have linkages to the various SETAs for sector-specific training needs.  Provision should also be made for the training of owners and staff (if applicable) of informal (some of which are survivalist) businesses.

· Registration fees should also be revisited regarding SMEs.  A blanket fee, which in some instances can be nominal, may be an option.  This will reduce the financial burden of small enterprises and encourage them to register and may also result in less complex administrative procedures.  
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