PRESS RELEASE 1 OCTOBER 2009

Cautious optimism as Business Confidence in the SMME increases

In line with current global trend, business confidence in the South African SMME sector is gradually picking up. SMME owners and managers are cautiously optimistic about their future growth prospects. This is in contrast with the last quarter of 2008 when business confidence in the sector was at a suicidal level.  Upward trend in business confidence in the sector began during the second quarter and continued into the third quarter of 2009. Over the last three months, there has being a general increase in business confidence throughout the major developed and emerging markets and during the last quarter of 2008, we predicted an increase in business confidence for the third and fourth quarters of the year said Prof Biekpe, President of Africagrowth Institute.  

The confidence levels in all the three main sectors, that is, the industrial, trade and services sectors have increased. The confidence index for the trade sector increased from 25.87% in the second quarter of 2009 to 32.80% in the third quarter of 2009, representing an increase of 26.78%. This is a reflection of the better than expected September’s current account figure. Even though this is still very low, it represents a significant increase. In the industrial sector, the confidence index for the third quarter of 2009 increased to 38.86% from 31.33% in the second quarter of 2009, an increase of 24.03% whereas that of the services sector  increased to 43.77% from 41.69% in the second quarter of 2009 and this represents an increase of 5%. The current strong rand impacts negatively in key services sector, for instance hospitality and tourism subsector as tourist find it more expensive visiting the country and I am not surprise that confidence level in the services sector is comparatively very low says Prof Biekpe.  The overall Business Confidence Index (which averages all the three business sectors in the economy) shows an increase from 40.23% in the second quarter of 2009 to 48.90% in the third quarter of 2009, an increase of 21.55% in business confidence. The graph below shows the overall trend of South African SMMEs Business Confidence Indices from 2006 until the third quarter of 2009. Unlike big business, small business tend to exhibit large swings in business confidence which is a reflection of their vulnerability say Prof Biekpe
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The South African SMME Index is constructed by Africagrowth Institute.  The index is funded by the WK Kellogg Foundation

Most of the businesses surveyed cited a number of inhibiting factors impacting negatively on their businesses. Constraining factors cited include high operating costs, excessive government taxes, labor laws and employee costs, inadequate access to bank credit, crime and insufficient demand of product and services. 
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