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Massmart Supplier Development Briefing to Parliamentary Portfolio Committee on Small Business Development – 25, February 2015
1. Supplier Development Objective
Massmart has established an in-house small supplier development unit comprising a team of nine professionals. The team is tasked with identifying and facilitating small and medium local supplier access to opportunities within the Massmart supply chain. Because retail is customer demand-driven, the programme applies a demand-driven strategy, placing emphasis on import replacement and structural supply shortages in areas of demonstrated customer demand within the Massmart supply chain.
2. Supplier Development Focus

Our overall focus is on assisting small and medium enterprises, with a maximum turnover of R50 million. Preference, but not exclusivity, is given to women–owned and black-owned enterprises. The programme currently targets small manufacturing and agricultural suppliers. To this end we are working with 24 manufacturers and 136 small holder farmers distributed across six provinces. 

These enterprises manufacture or produce a diverse range of manufactured products, fresh produce and meat. Areas of involvement include bricks, steel doors and window frames, bathtubs, paint, cooler boxes, detergents, tea, lampshades, mosaic tiles, cosmetics, fruit juice, biscuits, clothing, maize meal, ceramic pots, insecticides, adhesives vegetables and beef. 
3. Supplier Development Funding

Development funding is provided by Massmart, sometimes in collaboration with financial institutions. Financial assistance takes one of three forms. These are:

· Non-recoverable grants for initiatives that include investment in equipment, materials and factory improvements;

· Secured loans via guarantees that are issued to commercial lenders; and/or

· Technical assistance and services support covering production efficiencies and retail readiness. These include agricultural extension services, merchandise safety and quality compliance, in-store promotional and merchandising assistance and financial and business training.

For the 15 months ending 28 December 2015, Massmart has disbursed more than R90 million in funding to SME suppliers. Altogether, approximately R60 million was disbursed as grants and R11 million as loan guarantees. The remainder was utilised, primarily, on support services.
The provisional, programme budget for 2015 is in excess of R50 million for continuing and new projects. We anticipate that approximately two thirds of the budget will be invested in manufacturing opportunities.

4. Supplier Development Learning Points

The process of supplier development involves on-going learning and consequent adjustment in approach. Initial Massmart learning points include:

· We can provide suppliers with the best support in categories in which we excel. For example, home improvement and processed dry foods;

· Suppliers need significant support with legal and regulatory compliance covering products, physical facilities and processes; and
· Listing the supplier, after providing initial manufacturing or agricultural investment support, is insufficient. Additional in-store merchandising, marketing and branding support is required to facilitate customer take-up.

Our ideal approach would involve partnerships with commercial and development funders who undertake capital and working capital funding, with Massmart providing specialist retail readiness and post-listing customer take-up funding support. 

5. Some Programme Participant Profiles
Rivoningo Steel Designs is a black women owned manufacturing business that started out with an initial presence in one Builders Warehouse store and that is now supplying 17 Builders Warehouse stores;

X-Chem Chemicals, a manufacturer of glues and sealants, is a black women-owned business now listed in 30 Builders Warehouse stores and six Builders Superstores;

Reapso, a black women-owned clothing manufacturer based in Selby, Johannesburg has recently being listed with Makro. In the early stage of support we anticipate that Reapso will manufacture clothing for Makro with plans to extend to Builders warehouse;
Kurhula Paints and Chemicals, a black-owned paint manufacturer has expanded from an initial presence in four to 14 stores, supplying PVA and plaster primer.

Ikusasa Green, a Stutterheim based black-owned factory, delivered their first cooler boxes to Game and Builders Warehouse stores in November 2014. This manufacturer is benefiting from the opportunity to use the Massmart owned Campmaster brand; and
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