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Growing sectoral diversity

IDC’s Vision, Mission, Objectives and Outcomes
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To be “the primary driving force of commercially sustainable industrial development and innovation to the 
benefit of South Africa and the rest of the African continent”

The IDC is a self-financing national development finance institution whose primary objectives are to 
contribute to the generation of balanced, sustainable economic growth in Africa and to the economic 

empowerment of the South African population, thereby promoting the economic prosperity of all citizens. 
The IDC achieves this by promoting entrepreneurship through the building of competitive industries and 

enterprises based on sound business principles.

Supporting industrial capacity development

Promoting entrepreneurship

Sustainable employment

Growing SME sectorRegional equity

Industrialisation in the rest of Africa

Environmentally sustainable growth

Broad-based black economic empowerment

New entrepreneurs entering the economy
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IDC’s Role

• To support sustainable development, IDC funds businesses showing economic 
merit, in line with IDC Act;

• Some businesses unable to access funding from commercial financiers as a result 
of perceived high risks;

– IDC views this as a market failure;
– IDC’s funding decisions rely on a more detailed  assessment of future financial 

sustainability rather than on historical business performance;
• IDC plays a critical role in assisting competitive and sustainable industries to 

develop, in ways to stimulate SA’s growth, development and employment creation;
• A core role of IDC is to be a catalyst for project development, particularly green 

field projects;
• One of the country’s leading providers of private equity finance (including one of the 

few providers of early-stage funding for venture capital initiatives);
• IDC is a key agent in the provision of development finance;
• IDC covers most sectors of economic activity, including all the priority sectors.
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Sectoral Involvement

1 Exposure as at 30 June 2009 at market values, including commitments
2 Value of net approvals 2008/09
3 Number of jobs expected to be created and saved by funding approvals 2008/09 4



Sectoral Involvement (continued)
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IDC’s role in countering the impact of the economic crisis
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Background

The economic crisis is impacting businesses on various levels

Financial institutions 
tightening credit 

criteria, extending 
less credit

Firm

Consumer 
confidence lower, 

spending less

Business confidence 
lower, cutting costs 
and investing less

Unable to source 
finance from 

traditional 
sources

Lower demand 
for products and 

services

IDC is assisting in filling the gap in the market left by financial institutions extending less credit and thereby 
ensuring that jobs and capacity at viable businesses are being retained.

Budgeting to approve R11.4 billion of funding in the current financial year, R2.9 billion of which specifically to 
distressed companies.

Creditors and 
debtors under 

financial pressure

Excess stock 
build-up

Lower levels of 
foreign demandInternal cash flow 

pressures
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Considerations for the changes in the environment 
impacting on IDC
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Expectations for 
higher levels of 

funding for 
infrastructure

Higher level of 
restructuring of 
existing client 

facilities/demise of 
clients

Businesses 
previously serviced 

by banks 
approaching IDC for 

funding 

Expectations of IDC 
equity and debt 

financing for 
companies in 

distress

Higher cost of 
funding from 

traditional funders

Low equity prices - 
not ideal time to 
dispose of equity

Decreased income 
esp. from dividends

Higher level of 
impairments/write- 

offs associated with 
existing clients 

Volume of 
applications 

straining human 
resource capacity
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IDC differentiation vis-à-vis commercial financiers



Impact on IDC’s operations

• High levels of expectations.
• Increase in pipeline.

• Average number of monthly applications has increased by 50% from 2007/08 
to 2008/09 financial year.

• New business plans received need more attention to make them 
viable.

• Delays and need for restructuring of previously approved facilities.
• More care needed in assessing businesses in current environment.
• Need for quick response.
• Pressure on income statement and balance sheet.

• Net operating income of R365 million expected for 2009/10 compared to  
R3 903 million in the previous year.

• Value of assets of mini-group down by 22% at end June 2009 compared to a 
year earlier.

• Pressure on human resources and systems.
• 11% increase in total staff numbers from average 2007/08 to average for 

2008/09.
• Negotiations with banks and creditors.
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IDC Response

• Participation in presidential task teams.

• IDC playing a counter-cyclical role - will not cut back.

• Client profile typically higher risk - existing clients require support 

• Need to look post crisis – greenfields and expansions need to be 
supported.

• Fill expansion funding gaps left by banks.

• Support for businesses facing cyclical difficulties.

• Engaging with industry players.

• Engaging with banks.

• Increasing overall level of investment.

• Exploring additional sources of funding.

• Review short-term funding processes.

• Redeploy human capital to areas facing higher levels of demand. 11



Criteria for funding companies in distress

• Businesses might be experiencing problems due to a variety of reasons:
– Loss of sales due to decreasing demand.
– Increasing input costs as suppliers increase prices to compensate for decreasing 

sales volumes.
– Non payment or late payment from debtors affected by the crisis.
– Lack of access to credit.
– Existing shareholders unable to inject more capital into a business.

• Business can experience cash-flow problems, declines in profitability,  
or even a trading loss for the period since March 2008.

• Businesses in distress should be able to demonstrate sustainability – 
only companies in distress as a result of the crisis considered.

– The strategic nature of companies (capacity, industry, location, employment) will be 
considered in cases where the firm has not been profitable.

• The company must have a clear turnaround plan which contributes to 
the sustainable recovery of the business – return to acceptable levels of 
sustainability within 18 months.
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Special considerations for evaluating applications

• Possible need to identify areas for business enhancement.

• Might be a need for consolidation or rationalisation – business and 
industry.

• Companies’ performance monitored closely.

• Buy-in from other stakeholders essential – shareholders, 
management, other funders, creditors, employees.

• Possible need for business support.

13



Funding instruments

• Structured depending on business need and capacity.

• Short or medium/long term facilities.

• Working capital facilities - finance the working capital 
requirements (stock, debtors and creditors) as well as operational 
expenses of the business.

• Guarantees - to guarantee outside facilities.

• Suspensive sale facility or loan facility - finance capital 
expenditure which could improve a company’s viability.

• Equity - could be considered where the company is under- 
capitalised.

• Capital deferments and debt conversion (existing clients).

• Capital moratoriums and interest capitalisation.
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Application of funding

• The purpose of the funding is to rescue the capacity and 
employment during the challenging phase of the cycle.

• Funds should be retained in the business to fund working capital 
requirements and operational expenses and capital expenses 
where it will result in the improvement of efficiencies and 
improve the competitiveness of the business.

• Intention is not to bail out shareholders or banks.

• Funding not used for:
– normal expansions – covered by normal IDC finance,
– to fund exits for existing shareholders, 
– refinancing existing facilities,
– share buy-backs.

15



0

50

100

150

200

250

300

350

400

M
ar
‐0
4

M
ay
‐0
4

Ju
l‐0

4

Se
p‐
04

N
ov

‐0
4

Ja
n‐
05

M
ar
‐0
5

M
ay
‐0
5

Ju
l‐0

5

Se
p‐
05

N
ov

‐0
5

Ja
n‐
06

M
ar
‐0
6

M
ay
‐0
6

Ju
l‐0

6

Se
p‐
06

N
ov

‐0
6

Ja
n‐
07

M
ar
‐0
7

M
ay
‐0
7

Ju
l‐0

7

Se
p‐
07

N
ov

‐0
7

Ja
n‐
08

M
ar
‐0
8

M
ay
‐0
8

Ju
l‐0

8

Se
p‐
08

N
ov

‐0
8

Ja
n‐
09

M
ar
‐0
9

M
ay
‐0
9

Ju
l‐0

9

N
um

be
r o

f a
pp

lic
at
io
ns

Financing applications received ‐Monthly changes in the 
demand for IDC funding

Monthly volume
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IDC funding: 
Increasing demand 

Aug ‘09
Interest rate 

tightening cycle 
begins
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IDC funding: 
Total applications received
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IDC funding: 
Distress funding approvals

Funding approvals to distressed companies • R485 million approved for 14 distressed 
companies in 2008/09 financial year.

• From April to August 2009, R738 million 
have been approved for 11 companies 
(includes 1 approval outside South 
Africa).

• Approvals in current financial year 
expected to save c.a. 
3 000 jobs.

• Companies assisted in:
• KwaZulu Natal
• Eastern Cape
• Gauteng
• Western Cape
• North-West
• Mozambique

• 16 existing clients had funding 
restructured in the current financial year.

• 8 funding applications (R263m) have 
been rejected – largest portion as there 
were no indications that the company 
could be sustainable in the long-term.

Split of value of funding between 
new and existing clients

Existing 
clients

58%

New 
clients

42%



IDC funding: 
Conditions attached to approvals

• Some restrictions attached to approvals for distressed funding 
(done on a case-by-case basis):

– Management remuneration;
– Payment of dividends;
– Repayment of shareholders loans;
– Existing shareholders disposing of their shareholding;
– Payments to creditors;
– Capital repayment of bank loans;
– Job losses.
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IDC funding: 
Distress funding pipeline

• 34 applications to the value of R2.4 
billion currently in the pipeline.

• Stage of application:
• Basic assessment: 25
• Due-diligence: 9

• Additionally,  24 existing clients need 
additional potential funding of R1 billion.

Applications for funding from distressed companies 
(end August 2009)
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Concluding remarks

• Continuously reviewing demand for funding and will allocate additional funds if required as 
long as IDC’s long-term sustainability not materially impacted.

• Human resource capacity under strain – plan to utilise sufficiently skilled people from support 
functions to address short-term constraints.

• IDC will continue to look beyond short- to medium- term difficulties as it has full confidence in 
the capacity of the South African economy to meet its potential.
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Industrial Development Corporation
19 Fredman Drive, Sandown
PO Box 784055, Sandton, 2146
South Africa
Telephone (011) 269 3000
Facsimile (011) 269 2116
E-mail callcentre@idc.co.za

Thank you
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