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Introduction and purpose of workshop

The Global software market and potential for exports

9 Critical success factors from leading exporting
countries

1 The relevance of CMMI

1 Questions/discussion

Requirements  for a successful exporting sector

1 Export support mechanisms and tools currently
available in SA

1 Industry bodies and initiatives

1 Questions/discussion

Overview of participating companies (Part 1)
Product , export markets and support requirements
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Overview of participating companies (Part 2)
Product, export markets and support requirements

Summary of the South African Industry and factors
affecting export growth
1 Questions/discussion

Getting started: CEBIT 8 A shared pilot project
HOther initiatives

Announcement  of JCSE and SAEEC Joint Partnership
offer

Close
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Presented by
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The World Is
Flat

UPDATED AND EXPANDED

The flow of work has totally
changed in five years.
Borders have disappeared.
Everybody can compete with everyone

else.

Distributed teams capitalize on world -

wide talent. The World Is Flat
Open source cuts the cost of entry. e r MLl O AR

Work can now be done by the
smartest, lowest cost, best informed,
and best managed people d wherever
they are.

-------------
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Global Market 0

outsourcing

Up to 60% of economic activity In
the USA Is service -related

|l n t he OFI| at Worl do

proportion of this can be done
anywhere in the world.

Some countries benefit from
outsourcing / off ~ -shoring
relationships

<

-------------
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Global Market 0

Exporting software

The amount of software around us grows

exponentially

Mo st of t hi s software ha
cr af t é&thigis labour intensive and

requires specific skills

Some countries succeed In exporting
software products
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Global Market
Distribution Hub

International and regional trade

treaties attempt to protect certain
markets

Modern logistics requires nodes and
hubs

Some countries succeed In setting
up regional distribution nodes

0

-------------




sSuccess stories
Off -shoring

India

The leading country
In the world in BPO
and software
outsourcing

Millions of new jobs
created

Huge impact on
trade balance

-------------
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Success stories
Software products

Israel

The leading country in
developing certain
niche software and ICT
products

Cyber security,
computer -based
education, telecomms

Haifa hosts IBM,
Microsoft & Intel Labs
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sSuccess stories
Distribution Hub

Ireland

European Union has
strict trade regulations

International software
and hardware
companies have
established their
European head -
guarters in Ireland

-------------
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The 3 | 0s

India:

Cheap and plentiful labour

High Quality = 0 process oriented
Israel:

Conscription 0 men and women

Civilian spin  -offs from military
Ireland

Tax incentives/Government policy
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National impacts of software industry in India

Labour

Employment (+), Wages (+), Wealth (+)
Migration (+/  -)

Organisation

Hierarchies (flatter), Professional HR (+),
Work culture (+), Entrepreneurship (+)

Externalities

Technology infrastructure (+), Support
industries (+), Education & training (+),

Quiality of life (+)

Economy Trade balance (+), Currency ( -), GDP (+)
Political Middle class (+), Income distribution ( ),
Political backlash ( -)
< :
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Taxonomy of
software nations

Maturity Cluster size Exports
(Years) (# companies) ($ US)
Tier 1 >15 Hundreds > $1billion
Tier 2 >10 100 >$200 million
Tier 3 >5 10 >$25 million
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Taxonomy of
software nations

Tier 1 Developed countries (incl. Australia)
03 | 0so6 I ndia, | srael , l rel and
Tier 2 China, Russia
Tier 3 Brazil, Costa Rica, Mexico, Philippines, Malaysia,
Sri Lanka, Korea, Paki sSouhAfricaRo ma nji
Tier 4 Cuba, El Salvador, Jordan, Egypt, Bangladesh, Vietham,
Indonesia, Iran, others.
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An Export
Strategy for SA

Whi ch of t he 3 | 6ds 1 s
for SA to draw lessons from?

Outsourcing/Offshoring
Niche products
Distribution hub

We can be all of these
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vision
& policy
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Critical Success
Factors

Government Policy and Vision
Wages

Human Capital

Quality of Life

The Industry

Capital

Infrastructure

Linkages
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Critical Success
Factors

Government Policy and Vision

Human Capital

The Industry
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The JCSE at Wits

Has developed programmes to
support:
Government policy and vision
Human capital

The industry
Serve as a cluster point
Promote best practice

-------------
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Risks In Software
Projects

Successful ’ ’ ’ ’
Outright Failure -.. ..

Challenged ’ ’ ’ ’ ’ ’ ’ ’ ’

1994 2006

Source: Chaos Report [Standish Group]
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Risks In Software
Development

Reasons for improvement from 1994 to 2006 | Jim
Johnson & Standish Group |z

Technical: Iterative development

0Social 6: Rol e 0 lmetter dorhneunicAte
between developers and between developers and
users

Management: Improved expertise and techniques in
Project Management

Other technical reasons
Object orientation;
Reusable frameworks
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The Role of Process
INn Managing Risk

The oOoOProcess Management

The quality of a product or service IS
determined by the guality of the process used
to develop or deliver it.

The success of a software development
project is determined by the maturity of the
process used to deliver it.

The more oi mmatured the prec
the risk.

nnnnnnnnnnnnn

ELECTROTECHNICAL
EXPORT COUNCIL




The Role of Process

INn Managing Risk

Procedures, methods
and tasks

Organizational
Culture
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In Managing

The Role of Process

Risk

What was J

Probabllity promised
What was actually
achi
\/ y oy
Schedule / Cost / Quality / etc
@ Low Maturity Organization €
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The Role of Process
INn Managing Risk

Processes at Low Maturity
organisations are:

Ad hoc 0 improvised by staff and
their managers

Not rigorously defined, followed or
enforced

Successful projects depend on the
heroic efforts of some of the

companyodos very skill eo
Engaged i n ofire fiig

&
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The Role of
Process

Probabjiit
y What was actually

X

Schedule / Cost / Quality / etc
£

@
wienodb@R Maturity Organization




The Role of Process
INn Managing Risk

Processes at  High Maturity
organisations are:

Defined, documented and constantly
Improved

Process descriptions are consistent
with the way people work.

There is a constructive use of product
and process measurement

%gaged In  fire prevention
@
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Process Improvement
Models

How do organisations move from Low Maturity

to High Maturity?

A Oprocess improvement

ways:
Provides a measur e
maturity (on the scale Low to High)
Provides a roadmap
process improvement journey

The oCapability

CMMI |, ] S OoOne such

V4

madel O
G
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Process Improvement
Models

CMMI was developed at the Software
Engineering Institute (SEI) at Carnegie Mellon
University (Pittsburgh, USA)

SEIl has been a leader in the development of
Process Improvement models since 1986.

CMMI 1 s used by 10000s
the world.

Gartner has identified CMMI as the current
facto standard Process Improvement Model
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AMaturity Levels1to 5

]

Process (5) Optindising: Continuously improving
I
Improvement |

p ) Dt | Quantitgi)vlt\eﬂitnoangt?;:

Organisational Assets |~~~ |
(2) Repeatable |
Process Project management |
Control :
(1) Initial |
Just do it |

' >
Qualitative Quantitative

-------------
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What i1s CMMI?

Business benefits of CMMI

Results from 30 different organisations

Performance Category

Median improvement

Cost 34%
Schedule 50%
Productivity 61%
Quality 48%
Customer Satisfaction 14%
4:1

@ Return on Investment

uuuuuuuuuuuuu

ELECTROTECHNICAL
EXPORT COUNCIL




What is CMMI?

Measure Industry TCS 0 India
Benchmark CMMI ML -5
Schedule 37% of projects On time delivery
delivered on time 96.63%
Quality: 42% 89%
expectations

Quality: defect

4.1 defects / 1000

1.4 defect/ 1000

rate function pts function pts
Cost within 11% budget 3.28% budget
budget variance variance

-------------
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What i1s CMMI?

An increasing number of Government

RFPOs I n USA and Europe
o0 CMMI Rating at Maturity
pre -requisite

Half the CMMI Maturity Level 5

companies in the world are in India

How many SA companies have a CMMI
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Bringing CMMI
South Africa

Many South African companies that have
heard of CMMI believe that:
Getting a rating Is very expensive

CMMI is only possible for very large
organisations

Requires skills that we don

International experience shows that
none of these omythso ar
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Bringing CMMI to
South Africa

The SEI delivers CMMI training,
appraisals and other process

Improvement services through a network

of Partners

In February 2006 the JCSE became the
SEIl 6s first Partner 1 n

In November 2006 the JCSE launched its

oBringing CMMI to

programme
&)

-------------
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Bringing CMMI to
South Africa

Build capacity & market
awareness

PHASE 1

<‘-/Pilot Study
PHASE 2 \

PHASE 3

CMMI Roll-
out

nnnnnnnnnnn

2007 2008 2009 2010 2011
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Progress to date

Status of Programme (as of July 2008)

Training of five CMMI instructors completed
1 Lead Appraiser certified
olntro to CMMI 6 course has beel

month since November 2006 (twice in Cape Town) 0
250 people have been trained

Pilot Organisations selected

[SITA, FNB, Psybergate, Comsec, IBM, Wits University,

GlimaAST GMSI, BSG, Bluesphere, Cell C, Fujitsu, ADS,

Grintek, Hollard].
ol nternal 6 appraisals have beel
organisations

nnnnnnnnnnnnn
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Progress to date

Status of Programme (as of July 2008)

Strong support from Dept of Trade & Industry
and City of Johannesburg

Conference on O0CMMI 1in
CoMMIt) held in September 2007 with support
from Chairman of Dimension Data (Mr Andile
Ngcaba)
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Next Steps

Number of Pilot Organisations to be increased
(particularly outside of Gauteng)

Other SEI process improvement offerings to be

brought to SA

(ol nt egr at-erdi Geoml/ Devel opment o, C MM
Acquisitions, CMMI for Services, People CMM, Team
Software Process [TSP] )

CoMMIt 08 to take place on 2 -3 September 2008
d focus on CMMI in the public sector

uuuuuuuuuuuuu
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Reguirementsifor for
a successfulful
expontimgsectector

Presented by
Eileen Leopold

-------------
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Agenda

Successful Exporting Sectors

Most successful exporting sectors are based on
successful clusters

Cluster definition, characteristics and analysis

The SA ICT Cluster vs. other sectors

Framework to identify areas where we can take
action

Getting started

Clusters: the analytical process
Clustering. the mobilisation process
Striking the balance is the key to success

Current export support schemes
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A Business Cluster Definition

A geographically bound concentration of similar,
related or complementary businesses,

with active channels for business transactions,
communications and dialogue,

that share specialised infrastructure, labour
markets and services, and

that are faced with common opportunities and
threats
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Cluster Characteristics

Clusters reflect national features and
depend on:

Industrial/technological development of region

Presence of catalytic agents - buyers, large
firms, innovators, business associations, state

Efficacy of support institutions -
education/training, R&D, marketing

External challenges
Global competition
Degree of collective action

uuuuuuuuuuuuu
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Cluster Analysis: Implications

Firm strategy,

structure and
rivalry

A
Factor ~ - Demand
Conditions Conditions
A 4
Related and
Supporting
Industries
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Cluster Success Factors

Industrial/technological development of region

Presence of catalytic agents - buyers, large firms,
Innovators, business associations, state
Efficacy of support institutions - education/training,

R&D, marketing

Intensity of vertical and horizontal linkages

Joint action between firms, and firms & government
Technological complexity and dependency of activities
Dynamism of cluster in keeping with new technologies
Capability for finding new markets

Degree of innovation

Long -term competitiveness depends on interaction and
intensifying linkages
@ At each level, clusters need deliberate action
@
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Cluster Weaknesses

Lack of integrated vision and
strategic agendas

Inappropriate benchmarking

Lack of demand/customer focus
Positioning choices not discussed
Lack of champions

uuuuuuuuuuuuu
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Leading
Cluster Map Firms

Network of Supplier Firms

Economic Foundations




Generic Cluster Map

R&D Hardware Hardware Hardware Telecoms
Parts & Components Hardware Hardware Product Hardware Product Infrastructure
Manufacturer Component Component Manufacturer Product Reseller/Retailer Provider
Distributor Reseller/Retailer Distributor
Hardware Hardware Hardware Broadcast
Component Product Product Infrastructure
Importer Importer Services Provider

Software Software Software Network
(Product) Product Product Infrastructure
Developer Distributor Reseller/Retailer Provider
Software Software Internet/VAN
Product Support Services
Importer Services Provider

Application
Systems Services

Integrator Provider

Business
Services
Provider

Content
Services
Provider

BOETN AFRICEAN
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SA ICT Characteristics

60% of the IT market in South Africa dominated by multinationals such as
IBM, Microsoft, Sun, HP etc

oBal ance of Tradeo |Is highly negative, near|l"
from imports
Few cluster nodes 0 Western cape, KZN, Innovation Hub rather than a cluster

per se. Classic clustering activities are absent.

Large firms have a dominant internal focus, with primary interest in shares
of the South and Southern African market, rather than developing and
exporting South African ICT product.

Many medium sized firms export knowledge through international patenting

processes

SMMEs including BOES requires special attention o mainly resellers for
multinationals or large local companies

No real focus on competitive strengths d outwards

Breadth and diversity of sector means that there is no critical mass
Lack of measurement

uuuuuuuuuuuuu
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Cluster Measurement

Regional strengths

Champions

Entrepreneurship

Financing

Infrastructure networks

R&D and educational institutions
Staying power

Recognition of cluster potential

Provides insight for potential action
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Analysis vs Action

Clusters: the analytical process

Clustering: the mobilisation process and
beginning collaborative action

Firms realize potential benefits of active cooperation,
enter into closer relations, & set up mechanisms for
collaborating, specializing, reducing transaction costs,
realizing scale economies in some functions, becoming
ofl exi bl ed, and buil ding

Achieving results that would not be possible
iIndividually
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The Six Step Process

FORMIEI-G THE 2 3
 EADERSHIP COMPETITIVENESS  FORMING CLUSTER
GROUP ANALYSIS WORKING GROUPS

4 5 6
DEX%:LT?S),'\ING ORGANISING FOR | | COMMUNICATION

& OUTREACH
INITIATIVES CONTINUITY
& g
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Export Statistics: 2006

http://www.thedti.gov.za/econdb/rapport/rapmenul.html

-2007

Consumer 1,088,615 1,334,104,
Defence 16,350 9,201
Industrial 2,712,249 3,638,807
Power 2,963,348 4,767,527
Security 192,847 244,892
Transport 675,919 918,923

Information 121,644 109,911
Content

Information 641,491 587,073
Technology

Telecommunicati 1,525,521 986,047
ons

IOAMUAS CEWMTRS

FOR ROSTWARS
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http://www.thedti.gov.za/econdb/rapport/rapmenu1.html

Current Support Schemes

Industry development
Associations and initiatives
JCSE training
DTI

Enterprise Investment Scheme
Capital Goods Feasibility

Patent/copyright support
SWEERP funding scheme

IDC
SPIl Fund

Export development
Export readiness training

nnnnnnnnnnnnn
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Current Support Schemes

Export promotion

DTI support schemes
Mission
Group
Individual
Exhibition
National pavilion
Individual
Primary Market Research

SSAS (Sector Specific Assistance Scheme)
Councils 80 -20 funding

Research
Focused Marketing

IDC
c:) Pre and post shipment

nnnnnnnnnnnnn
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Support Schemes

Not foreseeable
Tax holidays and incentives
Bid bonds and performance bonds

/nstitutionalised measurement I.e. customs
and excise

Progress made
Support schemes
Branding
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SA Electrotechnical
Export Councll

Overview
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Overview

A Public - Private - Partnership
petween industry and the
Department of Trade and Industry

A Not - for - gain company
A Reports to a Board drawn from members

A Formal interface with Government
regarding trade

A DTI provide funding for projects and
some operational funding

uuuuuuuuuuuuu
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Overview

A Supports SA companies in the following
sectors:
A Information Technology
A Telecommunications
A Electronics
A Electrical Engineering

A Formed July 2000
A Currently 79 members
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Mission

A The facilitation, support, development and
growth of exports in the Electrotechnical Sector
through cooperation and expansion of the base
of exporters for the prosperity of our members

Teaming Up for Exports
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SAEECOs Rol e

A Give operational and logistical support
to members
A Identify and support export opportunities

A Facilitate trade and partnerships between
local and foreign companies

A Lobby to improve the export enabling
environment

-------------
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Activities

Managing specific projects identified by members
Telecomms research in 5 African countries
Metering certification body
Shared hub in Angola

Inward and outward trade missions

Exhibition support

Marketing campaigns/ Promotional material

ldentifying potential partners

Leveraging and supporting Embassies and Trade desks

abroad
Providing input to trade agreements
|dentifying tariff, non - tariff barriers and supply chain issues

Disseminating tender information
Collating market information, trade stat anlysis
Training

nnnnnnnnnnnnn
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Why SAEEC?

A Neutral body

A Is the formal body to represent IT exporters:
legitimacy

A Established successful Section 21 company
A Provision for special interest working groups

A Has access to Government

A Has access to donor support agencies

A Works with existing associations and initiatives

A Build critical mass

uuuuuuuuuuuuu
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WWWisaeecC:iCo.Zav.Za

+27711315020909
info@saeec.org.za.z=

Executive Director: Eileen Leopold
Secretariat : Colleen Pillay



http://www.saeec.co.za/

Presented by
Nadia Nortje




SAVAN, I ACUVIUTES { -1

Website

Publish industry
research

Publish industry specific
information

Publish/mail tender
notices received from
foreign offices

B2B matchmaking

Business directory
Networking activities

Diplomats

Industry Associations
local and global

.............
ELECTROTECHNICAL
EXPORT COUNCIL

savant

Participation in
events/tradeshows/
conferences

Advertising and marketing
Brochures and CDOs
Monthly newsletters

Provide dti Foreign Economic
Representatives with

relevant marketing and
promotion material

Roadshows
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Contact:
nnortje@thedti.gov.za
012 394 1114



mailto:nnortje@thedti.gov.za

Overview of Participating
Companies

OEl evator statements
potential & support needs
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The South African ICT
Industry

Presented by Adrian Schofield
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The=SouthtAfricanc an
ICT Induistryry
Definition
Sources

Size & shape

Export
potential

Industry issues
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Sectaondefinitiontion

Information & Communications
Technologies

Hardware, software, services
Wired and wireless networks

Design, manufacture, distribution,
sales, implementation and support

Software 0 application, SaaS, OS,
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Saurcess

Stats SA

the dti

ISETT SETA
Research houses
Newsclips
Google

Dgtal Planet
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Size=&fshapepe

Digital Planet 2008 ICT Spending

Global (Millions of U.S. Dollars)

ICT Spending

Computer Hardware 489,885.9

Computer Software 311,083.2 ﬁg:gwgg

Computer Services 739,251.¢ ) m Computer

Communications 2,246,159.. Software
Computer
Services

B Communic

ations

-------------
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Size=&Sshapepe

Digital Planet 2008

South Africa (Millions of U.S.
Dollars)

ICT Spending

Computer Hardware 2,998.5
Computer Software 2,084.5
Computer Services 4,104.6
Communications 21,456.6
Total ICT Spending 30,644.2

.............
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Size=&fshapepe

The SA software industry, valued at ZAR13.3
billion in 2004, is expected to grow at a CAGR
of 10% over the next five years.

The export component is valued at ZAR520
million or 6% of thelomestic software market.

The software industry is strongly pyramidal in
structure regarding revenue concentration,
with the five largest software vendors
controlling 40% of the software revenue and
the ten largest controlling 50% of thhevenue.

The industry functions strongly at a firm level,
which results in dragmented and
individualised industry.

South African Software Market
Report 2005
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Approximate Industry Size

Sub-sector

Telecoms (Including

Broadeasting)
Infermation Technolagy
Asrospace

Defence

Instrumentation &

Process Control

Security

Automotive

Power

Other

Electrotechnical
Industry Size

RE5 bill

R43 bill

RS il

RS bill

RS il

2 il

R2 il

R2.5 bill

R2.5 bill

Total

R152 bill

Description of the

SAICT & Electronics Industry

June 2004




Maeresstatsts

The South African software
export market revenue
constitutes less than 6% of
the total domestic software
market. Part of software
exports are not recorded for
various reasons. Some
companies do not consider
intangible products, such as
software services, as
exports.

Software trade features
strongly in Africa, with 76%
of the companies involved
in software export to the
home continent.

32% of exporting companies
trade with Europe, 17% with
North America and 7% with
the Australasian region.

Few companies export to
South Asia, the Far East

and South America - only
4% of the local software
developers export to these
regions.
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Exhibit 3: SA software market growth forecast, 2004-2009

25,000

20,000

15,000

R millions

10,000

5,000

11

2004

2005

2008

2007 2008 2009

| m Applications mAD&D m SIS

Software related services

Source: Africa Analysis, 2004

Application Development & Deployment
System Integration Services
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UCS Software ManufacturiqgA20O solution, penetrating retail industry
software market

ATE, setting out to export advanced avionics software for Hawk fighter
aircraft

By 2012, 50% of travelling workers will use something smaller than a
notebook PC; 80% of commercial software will include open source
technology, onehird of business application spend will be SaaS [Gartnher]

- :
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