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SECTION 1: CONTEXTUAL BACKGROUND 
1.1. Introduction and background
South Africa’s historical background has resulted in the country bearing a number of unique and undesirable economic characteristics i.e., race-based economic inequalities, geographically skewed economic development process, structural unemployment and generally high unemployment rate, amongst others. The post-apartheid government identified cooperative sector as a tool to redress the historical imbalance of skewed ownership of economic assets. The lack of support on Black cooperatives by the minority government led to the growth of informal cooperatives in South Africa; mainly in the form of stokvels and burial societies. Given their resiliency, cooperatives could help create decent employment, address poverty and inequality challenges facing the country with the necessary support. As part of tailor-made interventions for cooperatives, the national government adopted a series of policy and legislative reforms, details of which are provided below. 
Provincially, the Gauteng Cooperative Development Strategy was adopted in 2010 to address challenges confronting the cooperatives sector. At the provincial level, support is disbursed by the Gauteng Enterprise Propeller through interventions such as the GEP Community Fund which caters for SMMEs, informal business owners and cooperatives. However, notwithstanding the support interventions that build the competitiveness of the sector, challenges of high failure rate still persist, and cooperatives do not become sustainable - with a death rate of 88% from 83% in 2019 as shown by The dti (2012, 38) and (GEP 2018).  According to a study by Ibid (2017,40), the mortality rate on cooperatives in Housing and Trading sectors range from as low as 68% to 98,2% respectively. Kanyane and Ilorah (2015, 13) state that cooperatives that remain in business remain under-developed, resulting in deterioration of their contribution to domestic economic growth. The high mortality rate is an indication that the sector is currently not competitive enough to grow and contribute towards inclusive economic growth. 

1.1.1. Legislative context
In terms of legislative imperative, the cooperatives Act was first legislated in 2005 and later amended in 2013. Further, there is a national policy in place, and a provincial policy that was passed in 2007 and later an integrated Cooperatives Development Strategy in 2010. In the current of the cooperatives strategy, the context and support environment for cooperative development in Gauteng has changed dramatically, prompted in part, by changes in the legislation and the economic environment. Among other things, the national cooperative legislative context has imposed changes that require registration of cooperatives to be guided by the Cooperatives amendment Act, 6 of 2013 as outlined in the table below:

	Cooperatives, Act 14 of 2005
	Cooperatives Act as amendment Act 6 of 2013

	An application to register a cooperative must be submitted to the registrar in the prescribed form and must be accompanies by:

· The constitution of the co-op that complies with the Act, and signed by the founder members

· A list of founder members

· The proposed name of a co-op

· The prescribed fee or proof of payment thereof
	An application to register a cooperative must be submitted to the registrar in the prescribed form and must be accompanies by:

· The constitution of the co-op that complies with the Act, and signed by the founder members

· A list of founder members and a proof of their identity

· The proposed name of a co-op and a request to reserve that name

· The prescribed fee or proof of payment thereof.


Furthermore, the Revised Broad-Based Black Economic Empowerment (B-BBEE) has put a threshold of 30% procurement from previously disadvantaged communities, including cooperatives. At a provincial level, the Growing Gauteng Together Plan (GGT) 2030 Plan has been adopted as a blueprint to guide Gauteng’s economic development trajectory by 2030. The GGT 2030 seeks to enhance modernisation and re-industrialisation of the province, with a strong focus on the township economy. In line with the priority areas, all provincial government departments are expected to support cooperatives through procurement, with 40% of the overall procurement targeted for Township Enterprise Zones that are currently being established. 
1.1.2. Challenges facing cooperatives and reasons for high mortality rate
· Insufficient education: Implementers of cooperative programmes across the three spheres of government indicate that most of cooperatives lack sufficient formal educational background. This contributes to high failure rate because members do not understand the nature of business they are getting into.

· Lack of understanding cooperative culture and governance: The national government has established Cooperative Ombudsman to address the infightings taking place within cooperatives. The infightings are caused by cooperative members not understanding the principles of cooperative of one-member one-vote and the fact that all members are equal within a cooperative.

· High unemployment and poverty levels: Most cooperatives get into business for survival. As a result, when some members get jobs they quit cooperatives. In some instances, some cooperative members tend to break and open their own informal business.

· Lack of skills and access to technologies: Most cooperatives do not have the skills to manufacture their own products. They also do not have access to technologies that improve product quality.

· Lack of incubations and operational infrastructure for productivity: cooperatives are often not prioritised in terms of production spaces. 

1.1.3. Definition of concepts
1.1.3.1. Definition and types of Cooperatives as per the Amended Act No. 6 of 2013

Definition: A cooperative (all types) is a voluntary association of persons who join together to meet their common economic, social, and cultural needs and aspirations in a jointly owned and democratically controlled enterprise that is organised and operated according to cooperative principles. 
The following are the types of cooperatives:

· Primary Co-operative

A primary co-operative refers to a co-operative whose objective is to provide employment or services to its members and facilitate community development. An application to register a primary cooperative must be made by a minimum of:

· Five natural persons; or

· Two juristic persons; or

· A combination of any five persons, whether natural or juristic.

Primary Cooperatives are categorised as follows:

	Category A:
	Category B:
	Category C:

	Small primary cooperative with annual revenue of less than R10m
	Small to medium primary cooperative with annual revenue of ≥ R10 million but < R25 million
	Medium to large primary co-operative with annual revenue of ≥ R25 million

	NB: These three categories (A,B & C) of Primary Cooperatives do not apply to deposit-taking financial cooperatives banks


· Secondary cooperative

A minimum of two or more operational primary cooperatives may form a secondary cooperative. The state of being operational implies requires a cooperative to have held its annual general meeting and submitted its annual report, audited report or independently renewed report to CIPC.

· Tertiary Cooperative

Tertiary cooperatives are sectoral and/or multi-sectoral cooperatives whose members are secondary cooperatives and whose objective is to advocate and engage organs of state, the private sector and stakeholders on behalf of its members, in line with its sectoral or geographic mandate

· National Apex Cooperative

This refers to the National Apex Cooperative contemplated in Section 6(1)(d) P8L47

This type requires an application to register a cooperative to be made by either:

a) Three operational tertiary cooperatives that operate on a national level or
b) Five operational multi-sectoral tertiary cooperatives that operate on a provincial, district or local level 

An operational secondary cooperative may join the national apex cooperative where there is no sectoral or multi-sectoral tertiary cooperative that can represent the secondary cooperative.

1.1.3.2
Types of sectoral cooperatives

1) Housing cooperative;

2) Worker cooperative;

3) Social cooperative;

4) Agricultural cooperative;

5) Cooperative burial society;

6) Consumer cooperatives;

7) Marketing and supply cooperative; and 

8) Service cooperatives.

1.2. Gauteng Provincial Government cooperative roadmap to date

The Gauteng Provincial Government continues to put emphasis on the formation, development and support of cooperatives, now with strong focus on Consumer Cooperatives in the five different corridors of the province. Furthermore, the 2015 State of the Province Address (SOPA) indicated that provincial government would facilitate the development of cooperatives Finance Institutions (CFIs) across all regions of Gauteng with active involvement of burial societies and stokvels. The aim is to ensure that money generated by people in the township through stokvels and burial societies is used to create wealth and finance business ventures of cooperatives. Currently, plans are well in place to ensure that 40% of the provincial procurement budget is channelled towards Township Enterprise Zones (TEZs), to benefit small businesses and township enterprises, including cooperatives.
The subsequent section provides an outline of consumer cooperatives and financial cooperatives. The aim is to showcase the benefits of these two types of cooperatives and how they can benefit the majority of historically disadvantaged people on the ground given their benefits on other countries such as Kenya, Spain and Italy. 

1.3. An overview of consumer cooperative 

A consumer cooperative is a cooperative that buys food and non-food items from its members. This means that a member of a consumer cooperative is also a consumer/client; hence the aim of a consumer cooperative is to meet the common needs and aspirations of consumers. Globally, consumer cooperatives typically operate out of retail facilities, and they range from:

· Small enterprises limited to a single outlet; or

· Few outlets within a limited geographical area; or

· To a special group of employees of a large enterprise; or

· Large retail network with millions of members

Consumer cooperatives offer a wide range of products and services, examples of which include groceries, pharmacies, dry cleaning, travel services, housewares, gas stations among others. Below are the main features of consumer cooperatives:
· The store is open to member shoppers;

· Shoppers join the coop as member-owners and in some cases, employees can be member owners;

· Prices are set to cover all costs and should be competitive with the market;

· Members are required to make a membership share investment to join the coop. Most commonly, the investment is a fixed amount that is refunded to members upon termination of membership; and

· Members receive benefits and patronage dividends/refunds.

In the context of a township economy, consumer cooperatives can assist locals to take over the space of retail activities that have been alleged to have been overtaken by foreign nationals. Moreover, the benefits are huge in that consumer cooperatives when supported properly, they can become big retail supermarkets like we have seen in countries such as Kenya. The pictures below show an example of consumer cooperatives in the retail sector in Kenya. These are big retail stores where cooperatives hire own members and in some instances manufacture products to sell in the store.
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Consumer cooperatives are important in that community owned and controlled stores have potential to serve consumers better than private retail chain stores. In the township setting, traditional spaza-shops face stiff competition from foreign nationals as well as from private retail chain stores.

1.4. An overview of Cooperative Financial Institutions (CFIs)

Cooperative banking institutions (CFIs) are collectively owned and democratically controlled by their members who mobilize their own savings and turn them into productive or consumption loans for their members at favorable rates compared to conventional private banks. They are organized by legislation to address the common financial needs of their members rather than profit maximization. They can be organized at primary level to provide retail banking services and secondary level to provide wholesale banking services to primary cooperative banking institutions. They are known around the world in different names – “credit unions, savings and credit coops, village banks or simply cooperative banks.”

The cooperatives sector has been growing exponentially across the globe. In some countries majority of the population conduct their business and everyday transactions through cooperative banks. The largest cooperative banking sector is found in Kenya, with 60% of the population belonging to a cooperative banking sector known as savings and credit coops, contributing 45% of the country’s GDP and 31% of the national savings. In the United States, one in four of the population belongs to a coop banking institution known as “credit unions” and in Ireland, it is nearly half of the population.

In South Africa, growth and development of cooperatives has been held back by decades of economic exclusion of the majority, lack of appropriate legislation and models of cooperative banking development and in some instances rampant corruption. The VBS bank and Ithala Bank are examples of cooperatives banks that have been developed in South Africa. Therefore, lessons can be drawn from what happened with the two banks to ensure that the governance of the newly envisaged banks is strengthened. The following pictures depicts cooperatives bank in Spain and Kenya:
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The Gauteng Integrated Cooperatives Development Strategy has to a large extent realised the government’s mandate of creating a conducive environment for development and sustainability of cooperatives. Strategic tools such as CFIs and a coordination of stokvels and burial societies to form a cooperative bank can assist to bridge a funding gap in the cooperatives sector.

1.5. Positioning of consumer banks to promote financial inclusion

The Gauteng Provincial Government has identified cooperative banking as one of the critical tools for Township Economy Revitilisation (TER) Programme. The 2015 State of the Province Address indicated that provincial government would facilitate the development of cooperatives Finance Institutions (CFIs) across all regions of Gauteng with active involvement of burial societies and stokvels which are regarded as informal cooperatives. Informal cooperatives in the form of stokvels continued to thrive especially in black communities. To date, different types of informal cooperatives are being witnessed,  ranging from collaborative procurement of bulk goods in the form of December groceries, to joint purchases of furniture, blankets and other forms of goods and services. In the finance arena, informal cooperatives exist in the form of burial societies amongst others. It is estimated that there are about 40 000 burial societies, accounting at least R10-R25 billion of member contributions per year.
Alongside burial societies are stokvels which are said to form a sizeable part of the informal savings schemes. These community-based mechanisms show that there is already a culture of saving as well as managerial and financial expertise. This expertise could be used in developing social protection schemes that will reach out to workers in the informal economy. It is therefore a responsibility of government to utilize these existing mechanisms as a basis for establishing and developing appropriate institutional support to promote social protection for the communities. This can be done through a cooperatives bank. 

The envisaged plan to establish a cooperative bank provides an opportunity to mobilize funds belonging to different groups, held by mainstream financial institutions and in turn not invested in the township economy. The cooperative banking model presents a viable option towards a mobilization of funds for investment in productive sectors of a township economy. A number of groups and organisations, burial societies and stokvels, including trade unions have expressed interests in cooperative banking institutions in the Gauteng Province. The cooperative bank can contribute to the building of township economy in several ways, examples of which include:

· Addressing the problem of economic exclusion of millions of township communities who remain largely marginal to the mainstream economic activity in terms of ownership and control;

· Addressing the common official needs of township entrepreneurs and communities who remain financially excluded from access to credit and banking facilities offered by mainstream private banks; and 

· Building on the tradition of self-financing found in the community-initiated schemes like burial societies and stokvels and reducing overdependency of external state funding of enterprise development.

SECTION 2: ANALYSIS OF CENTRAL PROCUREMENT DATABASE & ALLIGNMENT WITH TOWNSHIP DEVELOPMENT ACT
This section provides an analysis of a Gauteng’s central database to showcase how GPG has procured from cooperatives since 2014 to date. A further analysis is done on the interviews that were consulted with the implementors of cooperative programmes across national and provincial government departments as well as municipalities. 

2.1. An analysis of a Gauteng Procurement database from 2014 – 2022

The Gauteng provincial government (GPG) uses procurement as a strategic lever to support SMMEs and cooperatives.  In 2014, GPG adopted a 30% set aside policy to ensure that all government departments and entities procure from SMMEs and cooperatives. The shortcoming of the policy is that there is no threshold for cooperatives, as a result, only few departments adhered to the policy. Moreover, lack of designated sectors for procurement has seen procurement being biased towards services over manufacturing. The following table provides an outline GPG status of procurement from cooperatives as of 2014 when the 30% procurement policy was adopted to 2022. The analysis is further provided in terms of the following key indicators:

· departmental procurement spent; 

· sectoral breakdown of the procured goods and services; 

· Gender breakdown of supported cooperatives; and
· Age breakdown of supported cooperatives.
2.1.1. Procurement spent by all GPG Departments on cooperativesThe table below provides an outline of all procurement spent by GPG Departments. 

Table 2.1: GPG procurement spent on cooperatives from 2014 - 2022
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The above table shows that the two departments, namely, Health and Social Development are the main department that procures from cooperatives across GPG with a spent of R365,9 million and R453,7 million during the study period. The total of R881,6 million has been spend by GPG across all departments on cooperatives. 

Table 2.2: Percentage of GPG procurement spent on cooperatives from 2014 – 2022
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Table 2.2 paints a bleak picture of GPG departments procurement spending on the cooperatives. It shows that very few Gauteng government departments contributed towards the total procurement from cooperatives in the province. The bulk of expenditure on cooperatives came from the Departments of Health and Social Development, at 51.3% and 41.5% respectively. The procurement spent on cooperatives by the Gauteng Department of Education, the Gauteng Department of Roads and Transport (GDR&T) and the Gauteng Department of Economic Development (GDED) stood at 2.9%, 1.3% and 0.90% respectively. All other government departments contributed less than 1% to the total procurement. Low spent by GPG departments is concerning because procurement is a key strategic lever used by government to support the developmental and industrial agenda. Therefore, poor procurement spent from cooperatives holds back attempts to radically transform the Gauteng economy. 

2.1.2 Outlined challenges for lack of procumbent spent on cooperatives
Implementation of support to cooperatives through procurement does not go without challenges. Departments such as e-Government are unable to procure from cooperatives due to lack of cooperatives operating in their sectors; examples include IT, hardware and software. Other departments have cited lack of legislation to set aside budget for cooperatives, as a major hindrance. The departments indicated that there is a need to look at the procurement policies to ensure that more cooperatives are awarded the procurement opportunity by the state. 
2.1.3. Sectoral breakdown of procurement spent on cooperatives 
The following graph provides an outline of GPG procurement spent per sector: 
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Figure 2.1: Sectoral breakdown of GPG procurement from cooperatives since 2014 – 2022

Source: Gauteng Provincial Treasury database, 2022

It shows that the services sector dominated the GPG procurement spent on cooperatives.  The expenditure on the service sector stands at 66%, followed by the manufacturing at 20%, the agricultural sector at 14% and no spending was channeled towards cooperatives in the construction sector. While the services sector is one of the key priority sectors for the province, the manufacturing sector is also a critical sector that government seeks to support in order to address de-industrialization and skewed ownership of assets. Supporting cooperatives in the manufacturing sector through incubations and technical sector skills could assist in the creation of massive employment. 

Figure 2.1 also indicates that the participation of cooperatives in the construction sector is none-existent. This could be attributed to lack of procurement from cooperatives by the departments responsible for infrastructure such as the Department of Human Settlements and the Department of Infrastructure Development. The database indicates that the contribution made by Department of Infrastructure Development to the total expenditure on cooperatives is less than half a percentage while there is no expenditure that seems to have been incurred by the Department of Human Settlements on cooperatives during the period under consideration. 

Instead, the Department of Human Settlements supports cooperatives indirectly by making it mandatory for contractors that are contracted by the Department to procure at least 15% of their material from cooperatives. However, when undertaking the survey, GDED found that there is no monitoring mechanism to ensure the implementation thereof. Furthermore, it is worth noting that the source of the supplied manufactured goods needs deeper probing. It is possible that cooperatives do not make these goods themselves but source them from certain manufacturers for supply to the government.  

2.1.3.1. Type of goods and services procured from cooperatives by GPG departments 

A further analysis of the database was undertaken to understand the types of goods and services procured during the period under consideration. Table 2.3 provides an outline and breakdown of goods and services procured from various Cooperatives from the above-mentioned sub sectors by various Gauteng Provincial Department: 

Table 2.3: Procured goods and services breakdown.

	Sectors
	Goods and services supplied

	Services 
	Cleaning services, Laundry services, stationary supplies, Catering and Groceries supplies, Educational training Programs, supply and removal of medical waste, Repair & service of medical instruments, Security services private, Nutrition programme primary school, Supply of promotional items,  Service hiring of venue Rental (hiring) of recording sound,  Conference facilities service, Accommodation service,  Maintenance service telecom equipment, Installation and configuration network, Garden services

	Manufacturing
	Apparel, Blankets, lotions, Beddings, Thermostat for geyser, chairs, siren and microphone, umbrella portable canvas concrete base, first-aid kit, stationery, tablecloths, draw sheets and curtains

	Construction  
	Building and Construction, Renovation upgrades and refurbishments 

	Agriculture 
	Farming equipment


2.1.4. Gender breakdown of procurement spent on cooperatives 
The following figure presents GPG procurement spent by gender.

Figure 2.2: Gender breakdown of supported cooperatives
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Source: Gauteng Provincial Treasury database, 2022

It shows that 58% of cooperatives that received procurement from Gauteng Provincial Government departments were owned by females and only 26% owned by males. 

2.1.5. Age breakdown of procurement spent on cooperatives 
The following figure provides an outline of GPG procurement spent by age:

Figure 2.3 shows that the majority of supported cooperatives belonged to the youth, suggesting that enhanced support could contribute meaningfully to reduction of the scourge of unemployment in the province, mostly affecting the youth.

Figure 2.3: Age breakdown of cooperatives supported by GPG
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Source: Gauteng Provincial Treasury database, 2022

Cooperatives of members with 35 years and above received 41% of GPG procurement spent. However, in terms of the youth, a further analysis needs to be done to understand the type of skills required to support youth cooperatives.

2.2. Analysis of the survey conducted to implementers 

The following departments were interviewed to understand issues from the implementation side of things. The departments that were interviewed are as follows:

· The Gauteng Economic Cluster

· All GPG Agencies

· GPG Departments

· DSBD

· Municipalities

· Cooperatives Organisations

· Cooperatives

2.2.1. The overall findings from interviews with implementers are outlined below:
· There is a tendency by cooperative businesses not based in townships to use township addresses in order to benefit from the Township Economy Revitalization (TER) programme which provides tailor-made support to township-based businesses.

· Further, there is Silo mentality and the lack of coordination on cooperatives programme implementation within the three spheres of government. This fragmented approach results in lack of effectiveness of implemented interventions and in the worst-case scenario, hampers interventions all together.

· The quality of products supplied by cooperatives is poor hence it becomes difficult for some departments to procure from the sector. For example, the Department of Human Settlements indicated the major challenge is that most of the construction material from cooperatives is not SABS approved and therefore cannot compete in major market.

· Cooperatives are not sustainable because most of them depend on short term contracts provided by government departments, after which survival becomes a challenge. 

2.3 Alignment of the cooperative’s strategy with the Gauteng township development Act  
In April 2022, the Gauteng Legislature adopted the Gauteng Township Development Act, hereafter referred to as TEDA. TEDA is a game changer to the province of Gauteng because it is designed to transform townships into economically diversified, job-rich spaces filled with hundreds of 1000’s of competitive and sustainable SMMEs. The Act seeks to bring a paradigm shift in a manner in which township businesses are envisaged to operate and be supported by the three spheres of government. In a nutshell, the township Act is designed to address and confront spatial inequality in the township as follows: 

· Changing how townships are regulated and governed to transform them into zones of widespread, job-creating commercial activity. This is to be done through new draft standard bylaws and streamlined regulations.
· Set up better procurement rules and programmatic support which allow government and its main contractors to buy from large groups of township-based firms, with systems linking them so they can supply if they were one large firm – this includes Manufacturing cluster pilots.
· Deploy a dedicated Financing mechanism for firms engaged in TER activities through a legal framework which establishes an SME fund to provide wholesale, blended finance to intermediaries that can de-risk lending to township-based firms, including community banks. 
· Provide legal framing for the Taxi Economy Initiatives, including the Taxi Economy Fund to set up investment vehicles to commercialize taxi ranks and other taxi economy nodes using blended finance and zoning overlays to incentivize development around ranks, transforming them into township CBD nodes. 
· Provide legal framing for Commercial rapid land release initiative to release publicly owned land for best, most developmental use in township areas.
· Provide legal framing for the Township backyard real estate Initiative – including provisions to establish township commercial precincts/ high streets in areas targeted for precinct-level backyard real estate upgrades.
2.3.1
Implementation of the Township Development Act
A number of policy instruments that are relevant to the cooperatives strategy are in place to support the implementation of TEDA. 

These include the following 
· Township enterprise zones (TEZs);
· 40% procurement from township enterprise zones in support of the 10 key priority sectors;
· The Township Economy Partnership Fund; and
· Taxi Economy.
Further details on these instruments are outlined below.
2.3.1.1
Township enterprise zones 
The township enterprise zone (TEZ) initiative is a TEDA instrument that is planned to provide physical production spaces for township based SMMEs. The TEZs are regarded as the mini-special economic zones in that they are meant to incubate and bolster SMMEs competitiveness while providing integrated support. In terms of the implementation approach, TEZs will have dedicated support to ensure that SMMEs operating in the zones are supported through-out the value chain. Furthermore, the designation of the TEZs and the sector of support is based on the corridor approach which has been adopted by the GPG. The TEZs will be linked to the SEZ programme to ensure that they feed into the value chain of the SEZs and that some SMMEs are mentored and supported by business owners located in the SEZs.  Furthermore, a tailor-made integrated service support system for TEZs will incorporate the following: 
· Cutting red tape in the zones through mandating legislation, Model Standard By-law(s) and regulations;
· Targeted tax incentives which can also be run as incentive grant to businesses;
· Targeted funding through the use of township enterprise partnership fund;
· Targeted procurement and pipeline development, ensuring the 40% of targeted provincial procurement is for products and services emanating from the zones;
· Clear operations and management roles defined; 
· A monitoring and evaluation framework; and
· Progressive view to support decentralised management and data gathering/monitoring about less formal economic activity in Gauteng.
2.3.1.2 40% procurement from township enterprise zones in support of the 10 key priority sectors
GPG seeks to use procurement as a strategic level to grow infant industries in the province. The adoption of the 10 growth sectors is a deliberate policy to support manufacturing and promote Gauteng’s competitiveness in the priority sectors. SMMEs and cooperatives in the township enterprise zones will be supported directly as follows:
· GPG will set aside 40% of goods and services procurement budget for SMMEs and cooperatives located in the township enterprise zones. This is to ensure that the goods and services set aside under township economic revitalisation commitments must now be sourced from companies registered in/ with directors residing in – the Township Enterprise Zones.  
· GPG has committed that 40% of all maintenance spending will be deployed using clusters of companies sourced from Township Enterprise Zones through the Installation, Repair, maintenance Programme managed by Department of Economic Development. This programme will also place young apprentice technicians with these companies using the Tshepo 1Million programme. This will also benefit cooperatives.
· GPG has committed that all taxi ranks in the township enterprise zones will be prioritised for capital improvement over the forthcoming medium term budget cycle
· GPG has committed that that capital spending on public amenities built by Gauteng Provincial Government for the forthcoming medium term budget cycle must demonstrate prioritisation of the Township enterprise zones. 
2.3.1.3
Township Economy Partnership Fund 
The Township Economy Partnership Fund (TEPF) was established as a credit pooling platform by different funding partners (see diagram below). The aim is to provide wholesale capital to intermediaries who can drive clusters of growth SMMEs in township areas (focusing on the new township enterprise zones). The benefits of the Fund are expected to spread to cooperatives. 
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Source: Gauteng Township Enterprise Zones – Policy Design and mechanisms for implementation, 2022:48
2.3.1.4 Taxi economyThe Taxi Economy initiative is also among the township revitilisation policy instruments that have been adopted by GPG. It is estimated that more that 6 million commuters pass through taxi ranks on a daily basis in Gauteng. As a result, taxi ranks provide a suitable space for both big retailers and informal traders or hawkers. To this end, through the township revitilisation programme, GPG seeks to turn taxi ranks into functional economic nodes that benefit the majority of black and township owned businesses including cooperatives. To this effect, the following are key Taxi Economy partnerships that GPG seeks to implement:

· Updated regulatory regimes (including new bylaws) which specifically enable deployment of zoning overlays for commercial rank developments (which can specifically include after-market facilities and dealerships) in compliance with the forthcoming Township Economic Development Act; 

· Boutique wholesale capital pool GPG is enabling as part of the township economy partnership fund with the IDC and various other impact investors to finance professionalised management companies for rank upgrades, dealerships and after-market facilities which include taxi companies as equity partners; and

· Dedicated business development support based on the experience of Automotive Industry Development Corporation (AIDC) in supporting township based SMMEs as automotive aftermarket suppliers. 

With respect to cooperatives, the taxi nodes are seen as flourishing spaces for cleaning cooperatives as well as and consumer cooperatives. This gives GPG a leeway to ensure that dedicated retail spaces for consumer cooperatives are allocated. Furthermore, given a need to ensure cleaning and security in taxi ranks, security and cleaning cooperatives will be given a priority. 
2.4. Conclusion

It is of concern that only two government departments, Gauteng Department of Health and Department of Social Development play a meaningful role in terms of procuring from cooperatives while all other GPG departments play a remarkably insignificant role. The combined procurement expenditure on cooperatives by GPG departments with the exception from the Gauteng Departments of Health and Social Development, stands at a mere 17%. The database shows that the Department of Human Settlements does not directly contribute anything at all to cooperatives. 

In terms of ownership breakdown, GPG Departments seem to have targeted the historically disadvantaged individuals because 92% of the procurement spent has been on cooperatives that are majority owned by HDIs. This augurs well with the current focus on the previously disadvantaged individuals. Procurement from HDIs is well positioned to assist integrate the previously disadvantaged individuals into the mainstream economy and help change the lopsided ownership patterns of economic assets. The procurement expenditure also shows a positive move towards addressing gender imbalances in that the majority of cooperatives supported (58%) is majority-owned by women. While more youth owned cooperatives have been supported, the gap is minimal (51% for the youth versus 41% for adults) given the scourge of unemployment facing the youth in the country and the province. 

However, the township development Act and its implementation is envisaged to bring integrated support to cooperatives through availability of incubation spaces, funding and access to markets. 

SECTION 3: THE GAUTENG COOPERATIVE DEVELOPMENT STRATEGY 2022 - 2025

This section provides the Key Focus Areas which are regarded as the strategic interventions for the growth and development of cooperatives.  The Key Focus Areas are accompanied by the sub-programmes as well as implementable actions thereof:

Vision:
“To move towards a growing, self-sustainable and integrated co-operative sector,

supported by all stakeholders, contributing to economic growth, poverty reduction and employment creation, as well as assisting in bringing about economic transformation and an equitable society in South Africa”.

Mission

· Strengthen the governance and understanding of cooperatives as business entities through the implementation of the Township Act
· Develop innovation funding solutions to support the competitiveness of cooperatives through CFIs and cooperative bank

· Roll-out more consumer cooperatives in the townships

· Provide access to markets by implementing 5% procurement set-aside through the BBBEE Fund
· Invest in incubation programmes that will provide technical and productive skills capacity to cooperatives thereby improving sustainability and resilience through the township economy revitilisation programe i.e., TEZs, township development fund, procurement as well as technology diffusion and skills transfer 
· Attract graduates from institutions of higher learning to form cooperatives in sectors such as advance manufacturing, green economy as well as cannabis

· Conduct leading-edge research to inform the development, evaluation and monitoring of performance on co-operatives and implementation of cooperative programs as outlined in the strategy.

3.1. Strategic Objectives 

· To grow all forms and types of co-operatives and the co-operatives movement, and increase their contribution to the country’s GDP growth rate, economic transformation and social impact,
· Promote co-operatives as a vehicle to assist in creating decent employment and broaden the ownership of economic assets,
· Promote understanding co-operative principles and values through the provision of technical, collective entrepreneurship, management and co-operative education and training, and
· Strengthen co-operative sustainability, through the provision of access to information, access to markets, business development support services, business infrastructure and institutional finance.
3.2. Targeted sectors

The revised strategy recommends the following sectors to support the development and growth of cooperative businesses:
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NB: An Addendum is provided of products that are recommended for designation for all Departments in GPG.

Furthermore, the strategy makes recommendations to transform and grow cooperative business entities through the following Key Focus Areas: 
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The subsequent section provides an outline of the Key Focus Areas as follows:

3.3. KEY FOCUS AREA 1: INCREASE THE SUPPLY OF FINANCIAL SUPPORT SERVICES TO COOPERATIVES
SUB PROGRAMME 1.1: INTEGRATE INCENTIVES AND EXISTING FUNDING INSTRUMENTS TO PROVINCIAL COOPERATIVE PROGRAMME

In Gauteng, cooperatives are eligible to apply for funding provided by national Departments and Agencies. Table 3.1 provides an outline of the funding instruments that are available at national and provincial spheres of government:

Table 3.1: Available funding for cooperatives at national and provincial government
	RESPONSIBLE INSTITUTION
	SUPPORT INSTRUMENTS
	NATURE OF SUPPORT

	National 
	The dtic & DSBD
	Cooperatives Incentive Scheme
	90:10 cost sharing grant up to the maximum of R350 000

	
	NYDA
	Support Grant Programme
	Grant ranging between R1000 and R100 000

	Provincial
	GEP
	Community Grant
	R9000

	
	
	Township Renewal Grant
	R40 000

	Provincial
	GEP
	Township Development Fund
	Based on the qualifying application

	Provincial 
	GDED
	BBBEE Fund
	Based on the qualifying application


The above table indicates that at national government level, the DTIC provides an incentive scheme of up to R350 000 which is a 90:10 cost sharing grant. At provincial government level in Gauteng, GEP is the only Agency that has two (2) funding instruments for cooperatives given its mandate. The current funding landscape of National and Gauteng provincial government provides a clear indication that there is a gap in the availability of funding instruments for cooperatives. What is lacking is the funding instrument that will be inclusive and meet the needs of cooperative business entities. For example, in other parts of the world cooperatives are self-funded. In Kenya, Spain and Canada, Credit Unions or Cooperatives Banks are very instrumental in meeting the funding needs of cooperatives. This model of funding is very developmental because it allows cooperatives to access funding at low interest and for cooperatives members, cooperatives get funding at no interest. 
The developmental nature of funding that is provided by cooperatives banks allow cooperatives to embark on big projects that are impactful and sustainable. To this end, the revised Cooperatives Strategy advocates that based on the international best practice, there is a need to promote self-funding for cooperatives given that there are other funds that could help to marshal financial resources that are currently available and fragmented to salvage the funding needs of cooperatives. This could be done through the establishment of CFIs and a Provincial Cooperatives Banks. The concept of cooperatives bank is not new in South Africa. However, the growth and development of cooperatives banks have been held back by decades of economic exclusion of the majority, the absence of legislation and models of cooperative banking development and in some instances massive corruption.

SUB PROGRAMME 1.2: ESTABLISHMENT OF COOPERATIVES FINANCE INSTITUTIONS (CFIs) & A COOPERATIVES BANK IN GAUTENG 

CFIs are strategic tools that can be used to bridge the funding requirements for cooperatives. Mobilization of funds from stokvels and burial societies is very critical to ensuring that a Cooperative Bank is established in the long run. However, in the short run, the province will continue to support the establishment and rolling out of CFIs across 5 corridors. 
How? 

The province will support the CFIs that are established and registered by the National Treasury. Government support will act as an Agent to assist CFIs to be resilient through supporting them to form a Cooperative Bank.  

Where will the funds to establish Cooperative Banks come from?

There is a need for a mind-set shift in a manner in which financial support is being provided to cooperatives. It is encouraged that cooperatives be seen as entrepreneurs not survivalist businesses seeking hand-outs from government. Currently, funding products offered by the financial institutions in South Africa are not inclusive and developmental given that cooperatives are required to provide collateral that they do not have. In addition, the funding from the DTIC and GEP is not sufficient to fund manufacturing activities by cooperatives given that GEP provides grant funding of R10,000.

While the fiscus is overstretched, there are savings that ordinary people in the townships and peri-urban areas put together collectively. The savings are kept within the financial institutions thereby perpetuating the scourge of inequality by supporting monopoly capital and its systems. 

Funding has always been traditionally regarded as the biggest hindrance to promoting entrepreneurship in the country. However, in the space of cooperatives, there are innovative ways in which collective savings can be used and marshaled towards productive activities of cooperatives. The R10-25 billion that is saved by about 40 000 Burial Societies could be used to establish a Cooperatives Banks or CFIs. The Banks/ CFIs can then provide low interest loans to its members thereby promoting economic empowerment and promoting inclusivity of the historically disadvantaged majority in the mainstream economy. 

In this regard, Gauteng shall facilitate the roll-out of cooperatives banks / CFIs in all the 5 corridors of the province. The roll-out shall be executed as follows:

· Development of a Framework for the rolling-out of the Cooperatives Banks / CFIs;

· The development of the Implementation Plan;

· Stakeholder workshops on CFIs; and

· Stakeholder Summit to solicit buy-in from the savings holder stakeholders such as stokvels and Burial Societies.

Institutional Arrangements: The Department of Economic Development will facilitate the roll-out or CFIs in all five (5) corridors of Gauteng with the ultimate goal of establishing a Cooperatives Bank.

Key Performance Indicator (KPI): number of cooperatives banks established in five corridors and coordination with Stokvels and Burial Societies to form a Cooperatives Bank.
SUB-PROGRAMME 1.3: COOPERATIVES CONTRACT FUND

Given that this Strategy recommends that cooperatives be viewed as businesses entities, that can grow and be sustainable, there is a need to encourage them to tender for projects both in the public and private sector.  The Cooperatives Contract Fund is aimed at funding cooperatives that have been awarded tenders, from both the public and private institutions. For cooperatives to access the fund, they must be able to demonstrate without reasonable doubt that they have valid contract in place. Cooperatives can apply from the Fund as many times as long as they are in good standing. The loan fund must be provided for the maximum period of 6 months. 

Institutional Arrangements: GEP shall establish the Cooperatives Contract Fund up to the value of R1 million.

Key Performance Indicator (KPI): Cooperatives Contract Fund Established

3.4. KEY FOCUS AREAS 2: PROMOTION OF INDUSTRIAL COOPERATIVES

SUB-PROGRAMME 2.1: SUSTAINABILITY OF INDUSTRIAL COOPERATIVES

To ensure the sustainability of cooperatives such that they become manufacturing business entities, it is important to embark on an incubation programme. The incubation programme will award cooperatives the opportunity to grow in the identified and designated sectors. 

How do we ensure sustainability of cooperative business entities?

Sustainability of cooperative business entities will be done through the incubation programme. According to Table 3.2, cooperatives in the manufacturing sector will be incubated for a period leading up to 6 years. The first year which is regarded as “year 1” will be used as an entry point for new cooperatives. The first year is critical in that cooperatives in the incubation programme will have access to government procurement for a sustainable period of 2 years leading up to “year 2”. In the first and second-year government will play a meaningful role through provision of financial and non-financial support. The cooperatives will be provided with mentors that are coming from the private sector. 

In year 2, cooperatives must also be exposed to local and international exchange programmes where they will be able to learn from their peers. This model has worked for our painting cooperative called Imbala Paint which is ready to export to date. GPG through GDED took a cooperative to Italy where they learned to improve their product in terms of producing clean paint that is environmentally friendly. To date, the cooperative has warehouses across the province and the GDED is assisting it to venture into export market.

According to the sustainability model outlined in Table 3.2, cooperatives in the incubation programme are envisaged to be ready to seek market opportunities outside government and they will be assisted to solicit markets in the private sector. 
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Table 3.2: Sustainability approach towards supporting industrial cooperatives
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Source: GDED & DSD, 2022
SUB-PROGRAMME 2.2: cONVENE AN ANNUAL Funding FArE Programme for Cooperatives
This initiative aims to bring Cooperatives and funding institutions together. The aim is to workshop Cooperatives on the funding requirements of different funding institutions.  Cooperatives will be equipped with information on different kinds of funding institutions as well as being better prepared when making application for funding from different funding organisations. On the other hand, the funding institutions will get the opportunity to exhibit their financial products to Cooperatives. 

How will funding fare be done? GEP in partnership with Gauteng Provincial Treasury will organise workshops in partnership with funding institutions to orientate cooperatives on different funding options and funding requirements. Cooperatives.

KPI – biannual funding fare workshop organised

SUB-PROGRAMME 2.3: CONVENE INVESTMENT READINESS PROGRAMME

The Investment Readiness Programme will feed into the Funding Fair Programme. In preparation to the Funding Fair, GEP in partnership with Provincial Treasury will convene a workshop biannually. The aim of the workshop is to capacitate and to train Cooperatives about the value chain of the funding institutions. The workshop will also assist and provide an opportunity to GEP to ensure that Cooperatives have the following:

· Acceptable Business Plans;

· BBBEE certificates.

· Business Accounts; and

· Registration with CIPC and SARS.

The workshop will also be used as a local exchange programme where cooperatives that are successful will meet with the emerging ones.

3.5. KEY FOCUS AREAS 3: CREATING DEMAND FOR COOPERATIVES PRODUCTS AND SERVICES

PROGRAMME 3.1: ACCESS TO MARKETS

Access to markets consists of three categories, namely:

Category 1: Access to markets in the public sector

Category 2: Access to markets in the private sector

Category 3: Exports promotion

Category 4: set aside 5% of procurement for Cooperatives

This section provides a detailed outline of how access to markets categories will be executed, particularly looking at the 5% of procurement set aside for cooperatives from the BBBE Fund.
Category 1: Access to markets in the public sector using 5% procurement set-aside from the BBBEE Fund
Over and above the 10 key priority sectors that the province has adopted, the sectors outlined in section 3.2 of this report shall be designated for departments to procure from cooperatives:

NB: the list of products per department is attached in the addendum.

· Budget set aside: 5% of the budget will be set aside from the BBEE fund for all GPG departments procure from cooperatives. However, in addition, all GPG departments are expected to set aside budgets and products for procurement spending from TEZs to benefit township enterprises, including cooperatives. The budget set aside from BBBEE fund will be prioritised for Consumer cooperatives and those cooperatives located in the township zones.  

· Designation of sectors: Cooperatives cannot compete with big businesses for market access without support. A positively biased treatment would help them successfully face the challenge of market access. 
What are the key actions?

· Undertaking of a study to understand the contractual obligations of all provincial departments, hospitals, clinics and Agencies with regards to products that can be supplied by cooperatives. The study shall further establish other type of products or services that could be provided by cooperatives. The Study shall be treated as an addendum to the Strategy once adopted by EXCO.

· Presentation of  the Study to EXCO for adoption and for a resolution to be passed on the phasing-in of cooperatives in the designated sectors; and

· The Department of Economic Development shall be responsible to perform monitoring and evaluation of the Programme.

· All departments are expected to start procuring from cooperatives upon the adoption of the Strategy.

Access to markets in provincial Departments and Agencies

The survey that was undertaken on implementers shows that some of the Gauteng Departments do support cooperatives by providing access to markets. However, majority of the departments do not support cooperatives given the nature of products they procure. For example, in the education, construction and IT spaces there are no cooperatives supplying products or rendering services thereof. What is concerning is that there is huge budget sitting in these areas which could be channeled towards promoting inclusive productive activities. All Gauteng Departments and Agencies shall provide access to markets to cooperatives. In this regard all provincial Departments and Agencies will be expected to commit to targets that will be agreed upon through proper channels. Access to markets from provincial Departments and Agencies shall be implemented as follows:

· Departments and agencies shall agree on procurement agreements through signed MOUs/ SLAs;

· Quarterly reporting and list of cooperatives supported shall be provided to the Gauteng department of Economic Development for consolidation; and 
· The Quarterly Reports will be submitted to EXCO or the Cabinet Committee.

Institutional Arrangements: The Department of Economic Development shall facilitate the signing of MOUs on set targets by all Departments and Agencies. The Department of Economic Development will monitor the implementation of the MOUs on a monthly bases and submit reports to EXCO on a quarterly bases.

Key Performance Indicator: Number of departments that have signed target setting agreements, number of cooperative owned businesses provided with tenders for each department.

Category 2: Access to markets in the private sector

In order to expand access to markets, there is a need to assist cooperatives with all the compliance requirements so that their products and services can meet the standards and pre-requisites required by the private sector companies. This requires technical assistance and for the government to negotiate partnership deals on behalf of cooperatives. In this case there shall be coordinated strategic partnerships programme that negotiate with the private sector on behalf of all state departments and agencies.

Key Performance Area (KPI): Number of signed agreements with the private sector companies to partner with government to procure from cooperatives, and number of cooperatives that received business from the private sector. 

Category 3: Promotion of exports.

Cooperatives that are export-ready will be assisted to leverage from programmes such as EMIA and access markets in countries that South Africa is a signatory of the trade agreements.
Category 4: Set aside 5% of procurement from cooperatives

Through the BBBEE Fund, cooperatives will be supported through procurement, however, this does not mean that they will not be supported from the original procurement policy of 30%.

Institutional Arrangements: GGDA will facilitate on behalf of cooperatives.

Key Performance Indicator (KPI): number of cooperatives assisted to be export-ready and number of cooperatives access markets for their products abroad.

3.6. KEY FOCUS AREA 4: INCREASE THE SUPPLY OF NON-FINANCIAL SUPPORT SERVICES TO COOPERATIVES
· Mentorship Programme: This programme should facilitate twinning arrangements between emerging co-operatives with their more experienced counterparts for the latter to handhold the former in their own sector of operation.

· Networking

· Technology & innovation support: The programme will aim at assisting co-operatives with access to appropriate technologies through partnerships and funding for technology in order to ensure that they offer high quality products and services.

· Quality & standards: Assistance should be provided to cooperative to improve the quality of their products to be SABS compliant so as to access new and stringent markets.

· Production infrastructure: infrastructure support shall be provided for manufacturing cooperatives in the township zones, taxi economic nodes and industrial parks.
· Machinery and equipment: cooperatives in the manufacturing space shall be assisted with machinery and equipment on a cost-sharing basis.

3.7 KEY FOCUS AREA 5: EDUCATION & TRAINING

SUB-PROGRAMME 5.1: Local and International Exchange Programme for Cooperatives

It is critical to expose cooperatives to the national and international best practices. This will promote the spirit of cooperation with other cooperatives nationally and internationally. Although this Programme is considered expensive in financial terms, it is developmental in that cooperatives will be able to network and form partnerships where necessary. In terms of the traveling, a 50:50 cost sharing grant for domestic or intra-provincial exchange Programme will be initiated. However, government will finance full cost of international exchange programs.

SUB-PROGRAMME 5.2: Partnership with institution of higher learning to establish education canters of cooperatives or cooperatives college: 

The international best practice teaches us that the strength of cooperatives businesses lies in the adherence of cooperatives principles and vision. Given that the business is collectively owned, it becomes crucial to train cooperatives on cooperative principles so that they can have a shared vision and common goal. The training on cooperative principles should also be accompanied by technical training. As a result, in the countries that have successful cooperatives model such as Kenya, Spain, and the USA, there are specialized education programmes tailor-made for the needs of cooperatives. Yet, when it comes to South Africa, there is no special college on cooperatives, however, training is provided through other forms such as the SETAs and the private training service providers. While this approach is not discouraged in the short-run, there is a need to establish a special college that will deal with cooperatives in the long-run.

Institutional Arrangements: GDED and OoP to facilitate MOUs with institutions of higher learning in Gauteng.

Key Performance Indicator (KPI): 
· Number of partnerships with institutions of higher learning on cooperative enterprise training programme. 
· Number of training curriculum establish for cooperatives

GEP shall transfer funding to institutions of higher learning and TVET colleges on an annual basis to roll-out the cooperatives training programmes. Furthermore, the BBBEE fund will also be used to transfer to institutions of higher learning and TVET colleges on an annual basis to roll-out the cooperatives training programmes.

3.8. KEY FOCUS PROGRAMME 6: PROMOTION OF YOUTH GRADUATE COOPERATIVES

GDED in partnership with GEP shall embark on a campaign to promote Youth Graduates to establish cooperatives. Youth graduates shall be attracted in the following:

· Information Technology and smart industries: There seems to be less cooperatives in the Information Technology sector, hence the complaint by some departments during engagements was that when they seek cooperatives services in the IT sector, they can’t find them. This being the case, Graduate and Youth Cooperatives need to be promoted in this area.   

· Manufacturing: In line with re-industrialization drive of the Province, the Strategy recommends the promotion of manufacturing cooperatives. This would help address the current situation where most of the cooperatives are in the Services sector as opposed to manufacturing.  

· Research and development: it is crucial to promote research and development in the space of cooperatives as well as to ensure the availability of data.

· Monitoring and Evaluation – all programmes will be monitored by GDED on a quarterly basis.

3.9. KEY FOCUS AREA 7: CROSS-CUTTING PROGRAMMES

· Policy Advocacy and Coordination: continuous advocacy of the strategy to all relevant implementers will be done on a quarterly basis. To facilitate coordination across all spheres of government for the implementation of the Cooperatives Strategy, the following are recommended: 

· Cooperatives Forums across government: Coordination has been flagged as one of the challenges during consultations, manifesting itself in lack of policy awareness by the GPG sector Departments. The Strategy recommends establishment of Cooperatives Forums across government.   

· Establishment of bi-annual Policy Forums is also encouraged to ensure coordination of interventions into the sector. 

· Inter-Provincial Policy Forum: This would help ensure the cross-pollination of ideas with regard to Cooperatives and related policy issues. 

· Municipal Working Sessions and IDP Week will be used as policy advocacy mechanism.

· The Provincial Cabinet Committee to be established to oversee the implementation of the Strategy. 
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