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IFC: A member of the World Bank Group
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Shareholders

S&P and 

Moody’s rating

Total Assets

Committed Portfolio

FY19 Investments

185 member 

countries

AAA credit rating

US$99.3 billion

US$58.8 billion

US$ 19.1 billion, inclusive of 

US$10.2 billion mobilized 

from other investors

More than 100
regional offices 

present in 

93 countries 

worldwide, AAA 

credit rating 

3744 
Staff 

(54% are 
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Washington, DC)



IFC Financial Institutions Group: Integrated Solutions, Increased Impact
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3 Product Areas

4 Focus Industries 

11 Business Lines 

in FIG

Investment

Loans, Equity, Trade 

Finance, Syndications, 

Derivative and Structured 

Finance, Blended Finance

Advisory

Value-adding knowledge; 

either integrated into IFC 

investments or standing 

alone at a broader level

IFC Asset Management 

Company

Mobilizing and Managing 

Capital for Investment

Financial 

Institutions 

(FIG) 

Manufacturing 

Agribusiness 

and Services

Infrastructure 

and Natural 

Resources

Tele-

communications 

and Information 

Technology

• Distressed Asset Recovery

• SME Banking and Finance

• Microfinance

• Insurance and Pensions

• Digital Financial Services/ Alternative 

Delivery Channels

• Capital Markets – Bonds, Securitizations 

(cross-cutting)

• Climate Finance – Sustainable Energy 

(cross-cutting)

• Banking on Women Program (cross-

cutting)

• Housing Finance

• Trade Finance

• Trade and Commodity Finance 



IFC in South Africa: Where we work

IFC has been engaged with South Africa since 1991 and has a current investment portfolio of $1153 million (R17b) across 34 clients

and an advisory portfolio of $10.6 million across 20 projects. IFC’s Johannesburg office is the largest in Africa with around 180 staff.

IFC Investment Portfolio IFC Advisory Projects

Financial Markets

Manufacturing, 

Agribusiness and 

Services 

Infrastructure

Project Examples

$548 million (48 percent)

$410 million (36 percent)

$170 million (15 percent)

SME lending: FirstRand and 

Mercantile Bank 

Education: AdvTech

Agribusiness: Westphalia

Housing: IHS-SA 

Insurance: Assupol 

Municipal finance: Ekurhuleni 

Concentrated Solar Power: Xina

$2.8 mln SECO 

contribution

IFC is helping 

sub-sovereign 

entities, such as 

municipalities 

and utilities, to 

address the 

financing gap for 

urban 

infrastructure.

$2.2 mln SECO 

contribution

IFC is 

supporting the 

agri-processing 

sector to 

enhance 

productivity 

through more 

efficient energy 

and water use.

$3.2 mln SECO 

contribution

This project will 

seek policy 

reforms that 

promote private 

sector investment 

and 

competitiveness.

$3 mln Prosperity 

Fund UK 

contribution

The project will 

address key 

investment and 

growth challenges 

by focusing on 

sectoral reforms 

with special 

attention to SMEs.

IFC proposed 

advisory 

services to the 

Small 

Enterprise 

Finance Agency 

(sefa), a 

government 

entity, to 

improve access 

to finance for 

MSMEs in 

South Africa. 

Resource 

Efficiency

African 

Cities

Investment 

Climate
Private Sector 

Competitiveness
sefa
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The Unseen Sector



The Unseen Sector: A World Bank Group report on the MSME opportunity in 

South Africa
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“The Unseen Sector” is an in-depth assessment of the micro, small and 

medium enterprise landscape in South Africa. The report offers a 

foundation for constructive dialogue between the public and private sector 

to strengthen MSMEs and their contribution to the South African economy 

and job creation.

The report measures the MSME sector size, MSME financing availability 

and illustrates key barriers MSMEs face in terms of access to finance, 

access to skills and access to markets in South Africa. 

The report findings are generated from research and interviews on the 

business, financial and regulatory environment related to MSMEs. IFC and 

the World Bank produced the report with the help of Genesis Analytics in 

partnership with South Africa’s National Treasury.

“The Unseen Sector” forms part of IFC’s SME Push Program focused on 

optimizing the job creation potential of MSMEs. 



What does South Africa’s MSME sector look like?
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Our Goals
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Reach under-banked 

and financially 

excluded MSMEs.

Reduce unemployment 

and thereby poverty 

and inequality.

Increase MSME 

formalization rates.

Optimize the job 

creation potential of 

MSMEs.

Spark increased public-

private sector 

collaboration.

IFC works with partners to grow the MSME sector because we believe small businesses have a vital role to play in the 

economy. Our aim by producing this report is to:



Key Report Themes



The report’s key findings demonstrate the big opportunity for financial and 

government actors to strengthen the MSME environment
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There are many challenges to small business growth ranging from regulatory issues to finance access. We outline the eight 

key findings where we believe coordination between the public and private sector can make a big difference to MSMEs.

Stagnant Sector
Low Rate of 

Entrepreneurship
Bigger Than Expected 

Sector Size

High Level of  

Informality

Urbanization Declining Black 

Ownership

Drop in Female 

Ownership
Limited Diversification 

of Funding Sources



The MSME sector has been relatively stagnant over the last decade

11Source: StatsSA PALMS database 2008-2017

The number of MSMEs grew by 14% between 2008 and 2017. The limited growth in small business numbers indicates the 

sector is not making as meaningful a contribution to the South African economy as its potential. 



The total size of South Africa’s MSME market, including formal and informal 

enterprises, is 5.78 million 

12

Many micro and very small enterprises are creating opportunities for self-employment while only a few medium- to 

large-sized enterprises have the capacity to employ more people. Given the complexity distinguishing between 

MSMEs and sizing the market, the figure visualizes the market sizing data within a framework that separates survivalist 

micro enterprises from firms that are more opportunity-driven.



Only 14% of the South African MSME sector is formalized
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There is no commonly-agreed definition for small business formality in South Africa. For this report, we use if an MSME 

pays company income or value-added tax, as captured by SARS, to indicate formality. Counting the number of MSMEs 

operating in the informal sector is more difficult – the informal sector by nature comprises firms that are unregistered or 

that do not pay tax. The size of the informal sector is therefore estimated through surveys. 

Source: FinMark, 2010, FinScope Small Business Survey

Distribution of MSMEs across the formality spectrum by firm size using annual turnover



South Africa’s rate of established entrepreneurship is extremely low compared 

to other African countries
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Data from the annual Global Entrepreneurship 

Monitor indicates countries with higher GDP 

per capita have lower rates of early-stage 

entrepreneurship because the economy is less 

reliant on small enterprise creation to provide 

employment. Given South Africa’s GDP per 

capita, South Africa should have a rate of 

early-stage entrepreneurship three times 

greater than the current rate. With fewer start-

ups and a low rate of survival, there is a thin 

pipeline of businesses with a high chance of 

scaling.

Source: GEM Entrepreneurial Behavior and Attitudes database; World Bank World Development Indicators 

Early-stage entrepreneurship and GDP per capita



MSME activity indicates increased urbanization in the past 10 years
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The proportion of MSMEs in urban areas increased to 69 percent in 2017 from 62 percent in 2008. This is similar to the 

urbanization rate for the whole population. Gauteng accounts for more than half of MSMEs and they are almost entirely 

urban, while Limpopo MSMEs are mostly rural. 

Source: QLFS (2017)

MSME count by province and urban/rural split



MSME ownership reflects South Africa’s socio-economic undercurrents 
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The data shows that black ownership has been declining in the past 10 years to 76 percent in 2017 from 79 percent in 

2008, and that white ownership is disproportionately high relative to national demographics. Black ownership remains 

heavily concentrated amongst micro enterprises, and then decreases steadily as the size of the business grows 

representing less than a third of medium-sized enterprises. 

Source: FinMark Trust, 2010, FinScope Small Business Survey & StatsSA PALMS database, 2008-2017; StatsSA Census 2011 

MSME ownership by race

2008 2010 2013 2015 2017

Black 79% 74% 71% 75% 76%

Coloured 6% 5% 7% 4% 5%

Indian/Asian 3% 4% 3% 4% 4%

White 12% 17% 19% 17% 16%



Female MSME ownership is in decline, concentrated in the informal 
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Female ownership of MSMEs is more prevalent in the informal sector where the majority of micro enterprises are located. 

Overall, female ownership declined over the past decade to 38 percent in 2017 from 48 percent in 2008. 

Source: FinMark Trust, 2010, FinScope Small Business Survey & & StatsSA PALMS database, 2008-2017; StatsSA Census 2011 

MSME ownership by gender

2008 2010 2013 2015 2017

Male 52% 55% 60% 62% 62%

Female 48% 45% 40% 38% 38%

27%



Total funding to the MSME sector is currently $16 billion (R230 billion)
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Expanding access to finance for small businesses can help firms move along the ladder of formality, to grow their 

businesses and employ more people. MSMEs access finance from a range of institutions. For each credit provider, the 

table shows the typical MSME segment that the provider serves and provides an estimate of the quantum of MSME 

financing. Commercial banks account for the majority of financing extended to formal MSMEs, and government and 

microfinance institutions account for the bulk of finance extended to the informal sector. 

Source: FinMark Trust, 2010, FinScope Small Business Survey, IFC analysis.

Banks MFI PE/VC AltX Fintechs Government

Typical 

segmentation

Estimate of 

financing

volume

Aggregate loan 

portfolio of R160 

billion

Total unknown –

business loan 

portfolio upward of 

R1.5 billion

Allocation to 

MSMEs unknown –

estimate of R36 

billion for PE and 

R3.5 billion for VC

Market 

capitalisation of 

R12.95 billion

Total unknown –

lending upward of 

R500 million

Upward of R17 

billion



Financial services to the informal sector needs to be strengthened
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Currently funding support to survivalist enterprises and informal small businesses is largely channeled through the 

microfinance sector. The microfinance industry carries a number of challenges including poor financial literacy amongst 

borrowers, lack of required FICA documentation, high levels of indebtedness, and the use of loans for consumption rather 

than productive purposes – all of which make this a high-risk segment to serve.

Sector contraction

Burdensome regulatory 

environment

Cost of reaching the 

financially excluded

Both the Development Microfinance Association and Microfinance South Africa have experienced a 

contraction in the sector due to the scarcity of donor resources and pressure on financial sustainability.

MFIs are subject to the same set of regulations as banks including the FIC Act, Protection of Personal 

Information Act, National Credit Act, caps on interest rates and credit life fees, data collection and 

submission requirements. As a result, South Africa has a significant number of invisible and illegal credit 

providers. 

MFIs carry the upfront cost of assisting potential borrowers to become funding ready as well as the 

ongoing cost of financial literacy training, high staff turnover, manual reconciliation processes, operational 

controls to prevent fraud, the cost of physical rather than electronic and automated credit evaluation, 

travel costs and the cost of disbursement and collection processes, which utilizes bank infrastructure in a 

model that is very dependent on cash, and in particular, coins. As such, for-profit microlenders struggle to 

profitably serve high-risk clients profitably, meaning potential customers are forced into an unregulated 

illegal microlending market.



Recommendations for Action



The Big Issues
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vStagnation Inequality Informality
Funding 

Players

How do we invigorate 

the MSME sector to 

facilitate more start-

ups, making 

entrepreneurship 

attractive to the 

youth?

How do we undo a 

legacy of financial 

exclusion across 

race, gender and 

geography?

How do we 

encourage 

formalization, 

decrease the cost of 

formalization and 

increase the benefits 

of formalization?

How should 

regulation & financial 

services become fit-

for-purpose for the 

informal market or 

township economy?

How do we expand 

funding? Currently, 

funding is 

concentrated with the 

formal sector, there’s 

limited working 

capital access, and a 

weak MFI sector.

Job 

Creation

How do we facilitate 

job creation within the 

MSME sector to make 

a bigger contribution 

to employment?



Recommendations to build a stronger MSME sector
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Sharpen 

Policy

Increase 

Formality

Expand 

Access

Collect better 

data and reduce 

fragmentation
Coordinate 

across 

government

Use new data 

sources 

Align activities

Tailor the tax 

regime

Reduce red-tape

Digitize data

Design 

incentives 

packages & 

programs

Promote digital

ecosystem

Make data 

accessible

Increase access 

to finance and 

markets

Diversify sector

Reduce cost to 

serve MSMEs

Credit bureau

coverage

Adopt scorecard 

based unsecured 

lending

Simplify MSME 

definition

Improve MSME 

procurement 

requirements & 

payment of 

invoices

Leverage QLFS

Conduct more 

frequent SME 

studies

Moveable assets 

collateral registry

Serve informal 

enterprises

vBuild Better 

Data



What’s next? The Unseen Sector study was followed by a second phase of 

research to hear from the small business owner
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The objective of the second phase is to perform an in-depth assessment of the MSME owner financial needs and 

obstacles to access markets and finance. The findings should inform solutions to unlock finance channels and market 

entryways for small businesses, with a focus on both the formal and informal sector as well as male and female 

ownership differences.

• A qualitative study which comprised of in-depth open-ended interviews with 45 MSMEs

• A quantitative survey amongst MSMEs to gain representative insights on financial product penetration, financial needs, 

challenges, use of different financial service providers/market share statistics, etc. across geography, size of business, sector 

and gender as well as specifically unpacking differences between informal businesses (sample of 1000 MSMEs) and formal 

businesses (sample of 1555 MSMEs)

• The above, at a combined level of 2600 face-to-face interviews allowed us to determine and provide a MSME market 

segmentation for South Africa

• The report, combining the insights from the qualitative interviews, informal and formal quantitative surveys and MSME 

market segmentation for South Africa will be available in November 2019



Empowering Small Business in South Africa: World Bank Group Initiatives

24

MSME Study & Market 

Assessment

World Bank Enterprise 

Surveys
Will include informal and 

microbusinesses.

Access to finance
$3 billion investment program to 

expand SME lending over 5-7 

years.

Credit Guarantee Scheme
Supporting government to build a 

partial credit guarantee scheme.

SME Business Processes
Advisory to improve processes 

including registration, tax 

payments and trade.

MSME Digitization
Providing digital services such as 

cloud-based computing and 

financial literacy training.

Credit Processes
Working with South Africa’s 

National Credit Regulator to 

improve process automation.



Contact
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International Finance Corporation (IFC)

Financial Institutions Group – Advisory Services 

14 Fricker Road, Illovo, Johannesburg

+27 11 731 3062

Amrei Botha

Senior SME Advisory Banking Specialist

Financial Institutions Group, Sub-Saharan Africa

abotha@ifc.org

Adamou Labara

Country Manager: Southern Africa

Lesotho, Namibia, Eswatini, South Africa, Zimbabwe

alabara@ifc.org

Rajeev Gopal 

Senior Country Officer

Southern Africa

rgopal@ifc.org
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