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SMMEs Business Confidence on a cautious increase

Business Confidence among owners and managers of South African SMMEs is steadily increasing in line with the recently released economic growth data by Statistics South Africa.  The optimism in business confidence is also in line with what appears to be the end of global recession resulting in major emerging and developed countries reporting positive economic growth figures. SMMEs surveyed by the Africagrowth Institute, for the fourth quarter business confidence survey, revealed that business owners and managers are cautiously optimistic about their future growth prospects.. The upward trend in business confidence in the SMME sector began from the second quarter of 2009 and continued up to the fourth quarter. It is still early days but SMMEs are beginning to see some light at the end of the tunnel. The government and Reserve Bank will, essentially, have to work together to ensure that a conducive business environment for SMMEs is properly established and sustained. - say Professor Biekpe, President of Africagrowth Institute.

In this quarter, the confidence levels in all the three main sectors, that is, the industrial, trade and services sectors have significantly increased. The confidence index for the trade sector increased from 32.80% in the third quarter of 2009 to 50.24% in the fourth quarter of 2009, representing an increase of 53.19%. In the industrial sector, the confidence index for the fourth quarter of 2009 increased to 45.66% from 38.86% in the third quarter of 2009, an increase of 17.52% whereas that of the services sector  increased to 46.98% from 43.77% in the third quarter of 2009 and this represents an increase of 7.32%.  The services sector, which has registered the lowest percentage change in confidence,  will, no doubt, pickup next year during the Soccer World Cup as supporters and players throughout the world begin to pour into the country- explained Prof Biekpe.  The overall Business Confidence Index (which averages all the three business sectors in the economy) shows an increase from 48.90% in the third quarter of 2009 to 52.84% in the fourth quarter of 2009, an increase of 8.06% in business confidence. This is excellent news for the SMME sector  but it will help a great deal if the Reserve Bank could cut interest rate by, at least, 50  points during the next Monetary Policy Committee meeting to help reduce the debt burden of SMMEs say Prof Biekpe

Despite the increase in business confidence, SMME owners and managers are still very concerned about key issues which affect their businesses.  Most of the businesses surveyed cited a number of inhibiting factors impacting negatively on their businesses including late payments from central, provincial and municipal governments; high government taxes; Access to bank credit; employees cost and insufficient demand of products and services.
 The graph below shows the overall trend of South African SMMEs Business Confidence Indices from 2006 until the fourth quarter of 2009. Unlike big business, small business tend to exhibit unusually large swings in business confidence which is a reflection of their vulnerability..
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The South African SMME Index is constructed by Africagrowth Institute.  The index is funded by the WK Kellogg Foundation
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