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Executive Summary

The South African startup ecosystem is growing and maturing, with substantial

opportunities for further development. " opz ykwvy{ opnospno{z {ok
state, key players and support organisations, funding opportunities, and strategic
recommendations, with an emphasis on the potential for Japanese investors. The report

gszv vVv]| {spukz { ok vMeétthe Toghikas project{ aopkojech fEamad™ z

hi {ok azZzP\"z _|z{gpughsk Rpugui k T| h guj gr
African Startups to drive sustainable growth. This took place across Angola, South Africa

and Zambia with this report reflecting the findings for South Africa.

This is situated in a wider context of remarkable growth in Japanese investment in

Africa, particularly since 2007/8, with a staggering 2575% increase in FDI from 1983

t02021.M z ki vuj z|ynk gyv|uj &#%) H%* o0gz hkku j
business expansion into African markets and rising international competition. Currently,

19 African countries benefit from Japanese FDI, with major investments in South Africa,

Mauy p{ p| z._ guj Xphkypg. copz [ w{pir gspnuz
including a weakening yen and the push for a New Capitalism under Prime Minister

Kishida. Japanese companies are leveraging significant cash reserves to explore global
opportunities, including in Africa, where they're focusing on sectors such as healthcare,
svnpz{piz_ tvhpsp{i_. guj kukynj_ Uup{pg{p}
governance reforms further support this outward investment trend. In South Africa,

Japanese firms are deeply involved in infrastructure and startups, driving innovation and
sustainability, notably in green hydrogen technology, which promises substantial

economic and job growth. This thriving investment landscape underscores Africa's

emerging role as a priority market for Japan amidst its strategic global expansion efforts.

The methodology section outlines the process used to create this report. This has
combined desktop research, data analysis, onthe-ground surveys, and field studies.
This report has utilised the UNDP Ecosystem Development Approach (EDA) framework
to ensure that the findings are comprehensive, comparable, and rigorous.

The key findings are outlined as follows:

0 South Africa has a robust and resilient ecosystem enabled by local
stakeholders. From 2019 to 2023 South African startups raised approximately
$2.7B total across 536 deals (including disclosed acquisition funding) bringing
total funding to startups in South Africa above $3.1bn since 2015. Similar to the
rest of Africa, the number of deals and total volume of funding for South African
startups peaked in 2021. This was driven by megadeals (over $100m) into high
growth sectors like Fintech and Ecommercel. However, unlike the rest of Africa,

1 These mega deals include, two deals to TymeBank, and one deal to Zepz (Former WorldRemit)



_v]|{o Mlypigz jkgs |Isv~ ~gz tvyk ykzpspk
and 2024 where the number of deals and total volume of funding marginally

increased from 2022 with startups raising $530m across 980 deals, well above

pre-Covid levels.

0 v]|{o Mlypig z z{gy{| w ki Fintgck Hakleenphe t vy k
top funded sector over the last five years and accounted for the majority of
funding to startups in South Africa. However, this is changing with more diversity
in how startup funding is being distributed. For example, over the last twoyears,
climate tech, mainly driven by solar energy and mobility startups have
significantly increased their share of funding.

0 v|{o Mlypig  z z{gy{|w kivzjz{Wesptegz g zi
high number of incubators and accelerators in South Africa, there remains a
disconnect: these supportive institutions often focus more on venture readiness
than on addressing the skills gap that impedes startup growth. This mismatch
underscores a significant gap between the resources available and their
effectiveness in nurturing new businesses to scale successfully ?

0 Deeptechpz ktkynpun gz {ok uk { Ilyvu{pky pu

but barriers remain to growth and scale. South Africa is home to most of the

Deeptech startups on the continent. Its established startup ecosystem, strong

Universities, government support for R&D and innovative corporate landscape

make it an attractive destination. However, its share ofDeeptech funding lags

significantly behind other ecosystems on the continent.

v|{o Mlypig z putkz{tku{ kivzjiz{kt pz wk

environment. copsk _v|{o Mlypig z z{gy{|w Kivzj

well, regulation is still a barrier and does make it harder for raising and deploying

capital for investors and startups. Exchange controls present the biggest

regulatory barrier for local venture capital firms and startups looking to raise,

particularly for international investors as it requires the South African Reserve

Bank to approve transactions wherecapital is sent outside of South Africa. While

there has been some momentum around the South Africa Startup Act to ease

some of these regulatory hurdles, there has been limited change to date. In

some cases, the opposite has happened. For example, in 2024 rather than

introducing less stringent regulations for exchange controls, regulations have

actually increased.

While regulations are a problem, the government is enabling the ecosystem

in other ways. While existing regulation around IP, exchange controls and visas

present barriers for the ecosystem, the government has enabled the ecosystem

in other ways. In South Africa, several government agencies and departments

support the startup ecosystem including the Technology Innovation Agency

(T1A), the Small Enterprise Development Agency (SEDA), the Department of

Communications and Digital Technology (DCDT), amongst othes. A public-

private partnership between government and industry in South Africa helped

launch the SA SME Fund which has become the largest institutional investor into

VC funds in South Africa and has effectively doubled the size of the VC industry

in South Africa.

O«

O«

2 Interview with DFP on April 17, South Africa.



0 The private sector plays a big role in driving startup investments in South
Africa. Mwwy v ptg{ksi (#, 6 vl Ml ypi g™z " () i
or more are headquartered in South Africa. This is a big asset for the ecosystem
where there are several corporates who have set up VC arms or partnered with
local VC, asset managers hat have allocated funding towards VC and private
foundations focused on entrepreneurship and innovation. However, it has not
come without its challenges.

0 There are new opportunities emerging for Japanese corporations and

investors in South Africa. _v| { o Ml ypig gsykgji hkukl p{z

trading partner in Africa. Several Japanese corporations and investors have
already invested in startups. Recently there has been a shift in the focus of these
corporations and investors to green energy and mobility. This coupled with
~v|{o MlIypig  z nyvDeppteoh starsupdcasystems{pieserd g u |
a unique opportunity to bring Japanese capital and expertise to a rapidly
emerging sector.

The findings of this report will be key to assisting in the growth and development of
the startup ecosystem in South Africa . This report will also outline how Japanese
investors, corporate, VCs, and highworth individuals, can play significant roles in this
development pursuit through documented investments and strategic partnerships.
Japanese investors can significantly impa¢ South Africa's startup ecosystem by
focusing on early-stage investments in innovative sectors like fintech, renewable energy,
and healthcare. Collaboraive ventures with South African entities and leveraging local
facilitation services can streamline the investment process and enhance growth
prospects. By addressing key recommendations, Japanese investors can contribute to
long-term economic growth and innovation in South Africa. These recommendations
include:

0 Unlocking more local capital into the startup ecosystem. The SA SME Func|
and Section 12J and 12B Tax amendment have demonstrated the amount of local
igwp{gs {og{ i gu hk Jusvirki l vy _v]|{o

pui ku{p}kz gy k w]| { pu wsgi k_ Sp}tku _v]{

regulations are not likely to change, the ecosystem will need to continue to rely
more on this local capital than other markets in Africa for startup growth, scale
and exits.

O«

supporting them to scale and grow outside of South Africa. South Africa has a
robust and resilient local ecosystem, but its startups often struggle to grow and
scale. A big challenge is that the local ecosystem is mostly focused on the early
stage and getting startups to Series A stage as getting beyond this stage
requires access to more funding and new markets which is often hard and costly
for investors and startups in South Africa. Further there are not as clear
pathways for South Africa startups to scale outside of South Africa. Other African
markets are so different from South Africa that products and solutions are often

Yv}pun _v]|{o MI ypi g° z z{gy{|lw kivzjz{kt



not fit for their context. European and US markets are often too competitive and
startups operating in those markets have big skills and funding advantages.
Involving more local and international corporations into the startup
ecosystem. South Africa is home to nearly 40% of all corporations in Africa
earning $1m or more. There are several corporates in South Africa that are
gsykgji gi{p}tk pu _v]|{o M ypig z z{gy{|w
takers and acquirers, but more can be done. This also extends to international
corporations who have been active investors in the South African startup
ecosystem. Investments have typically been made by largecorporations into
z{gy{| wz ~p{opu {ok zgtk zki{vy z]io gz
investment in Jumo, and investment from Hannover Re into LifeQ. There are
already several Japanese corporations active in South Africa that can be
mobilised to provide access to markets for startups to grow and scale their
business. These corporations can also be investors and eventually acquirers
themselves.

Positioning South Africa as a key hub for Deeptech in Africa, particularly for
climate and health. South Africa is home tothe greatest number of Deeptech
startups in Africa. It has a number ofhigh-quality universities and the only
investors with funds dedicated to Deeptech. Further, there are many other
sectors that are already adopting frontier technologies often associated with
Deeptech such as in Climate and Health. However, challenges with collaboration
between universities and the startup ecosystem, as well as questions around the
commercial viability of solutions has made it hard to grow and scale these
startups.



Methodology

This Research for this report employed several methodological approaches to generate
the insights and findings:

0

O«

O«

Desktop Research: a thorough desktop research which comprised
comprehensive review of existing reports and studies was undertaken using

}gypv]z zkgyio kunpukz ~p{o rkij {k)Ltz

opportunities, startup support organisations, scalability potel{ p g s z _
others. Accordingly, most sources used were from the widely known reputable
sources (see bibliography and/or footnotes).

Publicly available data: This report leverages data on over 10,000 publicly
disclosed information on registered startups, coworking spaces, accelerators,
leaders, and organisations in South Africa covering 2015 to 2023. Reliable
databases such as Double Feather Partner EXPA Briter Intelligence, and
Crunchbase enriched the data coverage and scope of this report.

Field Reports and Surveys: To augment secondary sources of data and
guantitative data obtained from various databases and existing reports,
Qualitative insights were derived from ten in-country interviews with influential
ecosystem stakeholders and online survey responses conducted by the DFP
EXPA research team and an online survey of 81 South African startups. The
collected data served multiple purposes, such as refining future program
iterations, fostering local ecosystem connections, and identifyng key sectors
and unmet needs within the South African startup landscape. This information
guided tailored support and investment strategies, emphasising financial,
environmental, and social sustainability. The program's comprehensive
methodology ensured the selected startups had strong business potential and
a commitment to making a meaningful impact in their industries and
communities. This was measured through the SDG framework.

Employing multiple research methods allowed us to develop a comprehensive
understanding of the startup ecosystem in South Africa and report on the critical role
of entrepreneurship in driving development.

10
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https://doublefeather.com/insight/2023-africa-startup-report/
https://intelligence.briterbridges.com/?f=W3sidHlwZSI6InNlbGVjdC1vciIsImtleSI6Im9wc19jb3VudHJpZXMucmVnaW9uLmtleXdvcmQiLCJ2YWx1ZSI6WyJBZnJpY2EiXX0seyJ0eXBlIjoic2VsZWN0LW9yIiwia2V5Ijoib3BzX2NvdW50cmllcy5uYW1lLmtleXdvcmQiLCJ2YWx1ZSI6WyJaYW1iaWEiXX1d
https://www.crunchbase.com/home

Framework

"ok lygtk~vyr gjvw{kj |l vy gugsijzpz pu {opz
Ecosystem Development Approach. 3 The 4ls (see Figure 1) constitute a crucial part of

the first step in the Ecosystem Development Approach where the convener identifies

an impact opportunity through a mapping exercise. The first step is often captured by

the action platform as the Assess Stage. This report serves as a mapping of the
kivzijz{kt {v pul vyt z| hzkx| ku{ l gi psp{g{pvVvi
approach (see Figure 2). This report uses this analytical framework in Part 4. Gaps and

[ wwvy{|up{pkz I vy _syptdro Ml ypig z _{gy{|lw Qiv

BUSINESS

WITH IMPACT

Sowpce: INDF [2013) Realming Adricas Wealth

Figure I The Ecosystem Diamond
SourcecaZP\ " z Qivzjz{kt Pk}ksvwtku{ Mwwyvgio &#&% , zkk | vv{uv({

The components of this framewaork can be understood as follows:

0 Incentives provide businesses with the impetus to contribute to certain impact targets
by rewarding positive externalities and reducing the cost of doing business. This
dimension focuses on the role of government policy and regulation as well as private
standards.

Information includes the awareness, knowledge, technology, and knowhow required
to drive positive impact.

Investment is the financial backing that the private sector needs to explore and pursue
business opportunities and practices that minimise negative impact and maximise
positive impact.

(@]

(@]

3 Ecosystem Development Approach (2021). Available at: https://www.undp.org/south _-africa/publications/ecosystem -
development -approach -meet -sdgs-eda (Accessed: June 30, 2024)
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https://openknowledge.worldbank.org/bitstream/handle/10986/32436/9781464814402.pdf
https://www.undp.org/south-africa/publications/ecosystem-development-approach-meet-sdgs-eda
https://www.undp.org/south-africa/publications/ecosystem-development-approach-meet-sdgs-eda
https://openknowledge.worldbank.org/bitstream/handle/10986/32436/9781464814402.pdf

0 Implementation support includes the logistics, transaction, marketing and
communication, and business support services that companies often use in the course
of doing business, and that need to be aligned with their impact goals.

Finally, these elements requirecoordination.

Ox¢

Business
ecosystems
delivering
positive
impact for
people and
planet
» Map the » Agreeon » Organize » Hand over
ecosystem shared vision in working coordination
» |dentify gaps and action groups » Review and
and actions plan » Implement update action
» Bring stake- 2-4 MONTHS actions plan
holders on AT LEAST 2YEARS ONGOING
board

3-6 MONTHS

Figure 2: Action Platform Stages
_v]|yik, azP\"z Qivzjz{kt Pk}ksvwtku{ Mwwyvgio &#&%

Alignment with the Sustainable Development Goals (SDGs) was also considered, as

~kyk _v|{o MIlypig z wug{pvugs jk}ksvwtku{ ws
the startup ecosystem are aligned to development outcomes. The 17 SDGs have guided

both human and corporate activities - their applicability to startups is increasingly

evolving.

e L1 5000 QUALITY GENDER CLEAN WATER
POVERTY i 4 ‘ EDUCATION EQUALITY AND SANITATION

Ty

6000 JOBS AND 1 REDUCED
ECONOMIC GROWTH INEQUALITIES

13"0“0] THE 1 LIFE BELOW PEACE AND 1 PARTNERSHIPS
PLANET WATER JUSTICE FOR THE GOALS

Figure 3: The 17 UN SDGs
Source: United Nations (UN) Department of Economic and Social Affairg.

4 The 17 UN SDGs.Available at: https://sdgs.un.org/goals
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Among many drivers of growth, the NDP acknowledges the importance of
investment in science, technology, and innovation. As a result, theDecadal Plan was
created. The Decadal Plan forms part of the last phase of the NDP and is expected to
be actionable from 2022 to 2031. It aims to provide an enabling environment for tech
growth through policy, improved efficient funding, skill development, and strategic
partnership and coordination.

< Competent and visionary management and leadership >

*Health security \

independency
¢ Increased investment

* Natural resources securi
* Increase in tax revenue
* ICT security

* Transport security

\ y,
NS N

< Commitment of actors and implementers in shaping the direction of Safer Community Model >

* Family structures
A « Parenting /\
* Food ] _ « Early childhood
. Wate.r 7 g development
* Housing § * Moral fibre
« Sanitation 4 o « Ethics and values
* Electricity - * Juvenile
. £ Investing in delinquency 5
social system « Safety and security B
/ and health * Criminal Justice 2
[ System o
B Investing in democratic principles ]
> / as enshrined in RSA Constitution o
8 Investing i e
8 vesting in o
a :
3 Investing in education ™
: f':p'ovm.e i economic system that S
O Sty development promotes g
* Reduced poverty <
8
o
-l

* Reduces poverty
* Boosts economic growth
* Increases income
* Promotes gender equality

Figure 4: National Development Plan of South Africa
Source: National Planning Commission of South Africa

Additional frameworks utilised are the Startup Ecosystem Framework (SEF) (Figure

5). This is founded upon the idea that a startup ecosystem is a complex and dynamic
network of people, organisations, ideas, and resources that support launching and
growing n ew startups. The startup ecosystem framework was developed by Ziakis et
al. (2022) to identify the key players in a startup ecosystem. The six main components
are: Startups, Education Services, Finance Providers, Startup Ecosystem Builders,
Government, and Human Resources.

The EDA and SEF complement each other and further enrich the depth of the
findings of the reports through a cross -cutting approach. SEF does well to provide a

5 National Planning Commission - South Africa. Vision 2030. Available at:

https://www.nationalplanningcommission.org.za/National Development Plan#:~:text=The%20
NDP%20is%20founded%200on,eliminate%20 poverty%20and%20 reduce%?20 inequality
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https://www.usaf.ac.za/wp-content/uploads/2021/10/South-Africas-new-Science-Technology-and-Innovation-Decadal-Plan-Focus-on-the-World-of-Work-Daan-du-Toit.pdf
https://www.nationalplanningcommission.org.za/National_Development_Plan#:~:text=The%20NDP%20is%20founded%20on,eliminate%20poverty%20and%20reduce%20inequality
https://www.nationalplanningcommission.org.za/National_Development_Plan#:~:text=The%20NDP%20is%20founded%20on,eliminate%20poverty%20and%20reduce%20inequality

vl {ok kivzijz{kt

ivtwykokuzp}tk i v}kygnk
ecosystem players to systematically assess the situational and prospective conditions

of the ecosystem through the 4ls. We have predominantly used this in Part 3 to analyse
the roles of different ecosystem players.

National Legislation .
wdsourcing

Taxation Policy “"‘ Chm

P
lm R h Funding, |

il Private Sector Funding
Ml Venture Capitals, Business Angels, Banks
Innovation Contests

~
Public Funding
Greek state & E.U. funds

<« Universities,
Research institutes,

= Technology Parks

Patent offices
Events

Incubators
Accelerators ﬁ
Coworking spaces il

Team ~
Market

scope
Product ¥

== Innovation
. Marketing

Education &

Events
Meetups @9, Stal'tup Research policy
Communities “‘
News
fm Business mentors,

B Seminars,
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Innovation Centers .

Spin-off Incubators
Events =~

-
Employment &
Agencins Business partners =

Students m Recruiters
Internship offices

DIMENSIONS INCLUDING ENABLING FACTORS
& Education & Human Networking s
Resources & Support 9 Funding
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) ¥
niveristy oy Industry Government “‘ Civil Society

Skilled |
i S

Figure 5: Startup Ecosystem Framework
Source: Ziakis, C., Vlachopoulou, M., & Petridis, K. (2022). Statip ecosystem (StUpEcof.

6 Startup Ecosystem Framework. Available at: https://www.mdpi.com/2199  -8531/8/1/35
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Part 1. South African Startup
Ecosystem Overview

1.1 Introduction

South Africa is an entrepreneurial leader in  sub-Saharan Africa and is one of the most

resilient and developed on the continent. According to the 2024 Startup blink report

SouthMIl ypi g™z z{gy{]| w ki v 2nd bdstkgtobally,takdyletknjtheg z { o
regional ranking.’ This represents afour-place drop in the global ranking from 49th in

2022 when it was in the top 50 tier, the only African country to achieve this feat at the

time.

South Africa is home to a prospering startup ecosystem with the metropolitan areas

of Cape Town and Johannesburg consistently ranked among the top ecosystems on

the continent. Cape Town,j k kt kj gz ¢§i opkiwas rEcedninek lyy The Global
Startup Ecosystem Report (GSER) 2021 as one of the top 100 emerging ecosystems
globally, highlighting the country's growing potential, especially in the fintech industry?
Relatedly, Cape Town, Johannesburg, Durban, and Pretoria represent top cities iSouth
Africa where startup development and entrepreneurship have gained substantial
reputations. Cape Town, tracks for the largest number of startups, representing41.6%
of the total while Johannesburg represents another 41.6%6. Other cities with relatively
high levels of startup activity include Pretoria (3.7%), Stellenbosch (3.3%) and Durban
(1.6%).

" The Startup Ecosystem of South Afric§2024) Startupblink.com. Available at: https://www.startupblink.com/startup
ecosystem/south -africa (Accessed: 03 July 2024).

8 (2021) The Global Startup Ecosystem ReportAvailable at:
https://www.congreso.es/docu/docum/ddocum/dosieres/sleg/legislatura_14/spl_36/pdfs/47.pdf (Accessed: 07 July 2024).

9 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/south  -african -
startup -ecosystem-report -2022/ (Accessed: 03 July 2024).
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The startup sector has seen steady growth . In 1998, the South Africa Venture Capital
and Private Equity Association (SAVCA) was established and in 2000, the Cape
Innovation and Technology Initiative (CiTi) established the first incubator in Africa, the
Nguj ~pj AcoordMgty Britef Bridges, 2013was a watershed moment for the
ecosystem when the number of investment deals made jumped from 32 deals a year

pre-2014 to an average of 129 deals aftet® " ok wkgr jkgy |l vy sg|luio
active ventures was 2016, with startups being founded at a generally slower rate each
i kgy zpuik &#%,_. _  Ppzy|w{ Ml ypig. &#&& %%, _

South Africa Ecosystem Fact Sheet

X | &
60.6 Million+ 72.3% 9.19 Billion

Population size as of 2022. Internet Penetration of FDI Net Inflows,
24th largest in the world Population, 2021 2022

$405.3 Billion 21.9%

Gross Domestic Mobile Phone users, Percentage of women
Product, 2022 % of population, 2022 entrepreneurs, 2022

{5 x
Ry, % alin
1.9% 60th 1st

GDP Growth Rate Most competitive Ranking in African
(Annual %), 2022 Nation Globally, 2022 Startup Ecosystem, 2023

Figure 6: Ecosystem factsheet ofSouth Africa

16



Large amounts of private wealth and strong universities support a robust ecosystem.
South Africa is home to the most private wealth on the continent with $651 billion. The
next closest country is Egypt with $307 billion. It boasts several of the top Universities
on the continent. This has helped support a robust ecosystem of early stage mvestors,
venture builders and incubators / accelerators.

Institutional capital is slowly, but surely, getting off the sidelines and taking on more
risk. The SA SME Fund, which aims to support and develop black entrepreneurs,
recently closed R600m for its Venture Capital Fund of Fund (exceeding its R500m fund),
bringing total assets under management to R2.3 bn. It is backed by institutional
investors such as the Public Investment Corporation (PIC), several pension funds and
several DFIs such as USAID.

The green energy transition is underway, but off a low -base. South Africa has begun
to create space for renewable energy through reducing regulatory restrictions on
production and incentivising investment into the space through the Section 12B
gt kujtku{ {v {ok {g v k. _pui k Ygwy o
capacity has more than quadrupled with the Western Cape being one of the biggest
drivers of this.

Government as enabler, not an inhibitor. In South Africa, several government agencies
and departments support the startup and SME ecosystem including the Technology
Innovation Agency (TIA), the Small Enterprise Development Agency (SEDA), the
Department of Communications and Digital Technology (D®T). However, lack of
coordination and cumbersome red tape make this hard at times.

"ok wypltg{k zki{vy wsgijz g hpn yvsk pu
ecosystem as investors, acquirers, and distribution channels. * v | nos i ( #,
345 companies with revenues of $1 billion or more are headquartered in South Africa.
This a big asset for the ecosystem and several corporates have set up VC arms, others
have established foundations focused on entrepreneurship and many have been
involved as acquirers, offtakers or distributors for other startups.

This report is divided into six five core parts.

O«

Part 1: Ecosystem Overview

0 Part 2: Market Snapshot Detailing market potential and growth opportunities,
gz ~kss gz tgiyvkivuvtpi pujpig{vyz
startup ecosystem.

0 Part 3: The Startup and Investment Climate: A thorough description of South
Ml ypigz z{gy{]|w sgujzigwk._ pui s|jpu
g tgwwpun vI _v|{o Mlypig z kivzjz{k

10 5outh African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/south  -african -
startup -ecosystem-report -2022/ (Accessed: 03 July 2024).
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0 Part 4: Gaps and opportunities: Providing key insights into the developments

in the entrepreneurship ecosystem in South Africa through a SWOT analysis.
0 Part 5: Key findings and recommendations: highlighting the findings from the
study and recommendations for the way forward.

0 Part6: Meetthe Toshikas:z okj z spno{ vu azZP\" z pup{pg{
investors with startups in Africa and provide recommendations on improving the
ecosystem of the selected countries through this ecosystem mapping research.

The report will conclude with key takeaways for the South African startup ecosystem.
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Part 2. Market Snapshot

South Africa has a competitive economy, well -developed infrastructure, and large market
potential. The country is a democracy and observes the rule of law. Despite challenges related
to crime rates, social discontent, and corruption, economic reforms have led to increased
stability, and South Africa offers investors attractive advantages including a sible legal system,
political stability, natural resources, and available labour.
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Market indicators of Zambia, South Africa and Angola

@ Zambia BAngola BSouth Africa

Zambia
Market Size
Market Risk Growth
Infra. Competition
Tech Regulation
Angola
Market Size
Market Risk Growth
Infra. Competition
Tech Regulation
South Africa
Market Size
Market Risk Growth
Infra. Competition
Tech Regulation

Figure 7: Market Indicators of South Africavs Angola and Zambia
Source: Triangulated from multiple database and own calculations

20



South Africa remains one of the most attractive and enabling destinations in Africa

for tech startup growth and successful investor engagement. South Africa presents
substantial opportunities for tech startups with a supportive innovation ecosystem and

a large consumer base, though it faces challenges in economic stability, regulatory
complexities, and competitive pressures.Figure 6 summarises the assessment of South
MI'ypi gz Ygyrk{ Osptg{k pu ivtwgypzvu {vV

Mu n

focusl vy { ok azP\" z Ykk{ {ok "~ vzoprg”  z wyvnygt

~v|{o MIlypig z kivuvtopi nyv~{o yg{Betweeny z
2010 and 2019, South Africa recorded an average growth rate of 1.75% as reported by
the Department of National Treasury!lln 2022, the country ranked 37th in the world in
terms of GDP, 34th in total exports, and 38th in total imports, the Observatory of
Economic Complexity says. GDP growth in 2021 was 4.7% and declined to 1.9% in 2022
and further to 0.9% in 2023.12 The Department of National Treasury estimates the
economy to grow at an average of 1.6% over the next three years. The inflation rate for
2022 was 6.9%, and 5.8% in 202313 The International Labour Organization (ILO)
z|htp{z {og{ {ok iv]ju{yi®“z Juktwsvijtkuf{
regional average), which reflects a 4.8% increase from 20234

The Rand/USD exchange rate has remained volatile in recent years, and in 2023,
depreciation of the rand was approximately 13% as Reuters reports .1°> Despite the
recent unfavourable economic fundamentals, South Africa remains one of the few
countries in Africa that demonstrate resilience and positive prospects economically,
making a lucrative ground for investment.

Figure 8 shows South Africa's stock and inflow trends from 2015 to 2022. From 2015
to 2017, stock values increased gradually by 23%, while inflow remained relatively low.
Between 2018 and 2019, stock values continued to rise by 11%, with a modest increase
in inflow. A dramatic spike in inflow occurred in 2020 and 2021, with anincrease of over
1200%, accompanied by a 31% rise in stock. However, in 2022, inflow sharply declined
by approximately 76%, while stock experienced a slight decrease. This highlights
significant fluctuations in inflow, particularly during 2020-2021, while stock values
generally showed a consistent upward trend.

1 National Treasury. 2024 Macroeconomic policy review. Available at:

https://www.treasury.gov.za/documents/national%20budget/2024/Macroeconomic%20Policy%20Review.pdf (Accessed:
03 July 2024).

12 south Africa (ZAF) exports, imports, and trade partners(2023) The Observatory of Economic Complexity Available at:

https://oec.world/en/profile/country/zaf (Accessed: 03 July 2024).
13

(2023) Treasury. Available at:
https://lwww.treasury.gov.za/documents/National%20Budget/2024/review/Chapter%202.pdf (Accessed: 03 July 2024).

14 sSouth Africa (ZAF) exports, imports, and trade partners(2023) The Observatory of Economic Complexity Available at:
https://oec.world/en/profile/country/zaf (Accessed: 03 July 2024).
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Source: UNCTAD World Investment Statistics

Figure 9 shows this as a sectoral breakdown with investment into the Manufacturing
zki {vy i vtwypzpun { ok s pvu” The Minmgsegdtor follows,” , . ) .
holding a substantial 24.2% while Finance makes up 20%.

B Manufacturing [ Mining and quarrying [ Finance and business services
@ Transport, storage and communication [JWholesale adnd Retail ] Community, Social and Personal services
@ Agriculture, Forestry, and Fishing [J Utilities [J Construction

Figure 9: FDI inflow by industry
Source: PwC based on data from South African Reserve Bank data

% south Africa Central Bank wonot defend d e p.r dvaiabld iah g Rand,

https://www.reuters.com/world/africa/south-africa-cbank-chief-my-worry-is-inflation-exchange-rate-out-banks-control-2023-10-
05/ (Accessed: 03 July 2024).
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South Africa's startup ecosystem ranks 52nd globally and 1st regionally in tech startup
growth, making it a prominent hub for innovation in Africa. 1®With a population of 60 million,
predominantly youthful, and 72.3% mobile internet access in 2023, the country presents a
vibrant consumer base ™8 Additionally, 85% of adults have bank accounts, facilitating financial
transactions and inclusion!®Key industries driving the economy include mining, manufacturing,
agriculture, tourism, and services. The Johannesburg Stock Exchange (JSE) is the largest in
Africa and the 17th largest globally by market capitalizatior?® Between 2014 and 2019, South
Africa accounted for over 65% of all private equity transactions in southern Africa and showed
strong performance in private equity exits2* With the third-highest GDP in Africa at $405.71
billion in 2023, and major trading partners including Japan, China, Germany, and the US, South
Africa is a significant player in the regional and global economy??23

2.2 Competitive Landscape

South Africa's market shows a high demand for environmentally and socially responsible
products and an expected rise in household expenditure across most sectors. The e-
commerce, finance, and tech sectors are highly competitive, but there is a notable shortage of
skilled workers in key industries, presenting a challenge for talent acquisition. Corporate
involvement in early-stage tech investing is complex; as Zachaiah George, Director of Launch
Africa, notes, a lack of maturity in understanding earlystage investments can deter other
potential commercial partnerships?4 Additionally, other stakeholders highlight challenges such
as exchange controls, which make it difficult for international investors to invest comfortably in
South Africa, and the requirements around black ownership, which can lead to dilution of
shareholdings and additional costs?®

2.3 Regulatory Environment

South Africa's tech ecosystem growth is hindered by persistent bureaucratic hurdles and
stringent regulatory compliance issues. The implementation of its Startups Act has been slow,
which has been attributed to the delayed adoption of policy suggestions by the government
from various ecosystem players. The general foreign investmentrelated regulations are
growth-enhancing and incentive-driven. These regulations, as part of government efforts to
encourage industrialization and job creation span foreign trade zones, tax allowances, funding
support, free ports, trade facilitation, protection of rights and properties, and dispute resolution
on investment.28

2.4 Tech & Innovation

Technical breakthroughs like digital banking, mobile payments, and blockchain technology
mean that the fintech industry in South Africa is undergoing major upheaval. This is linked to
the progress in network infrastructure (2G, 3G, 4G), cybersecurity, and spectrum ownership,
while affordability and 5G deployment remain areas needing further attention. A representative
of Tshimologong Precinct said: "Urban areas in Soth Africa have good broadband connectivity
and infrastructure, supporting the tech ecosystem. However, affordability and accessibility in
rural areas remain concerns, though efforts are being made to address these through regulatory
measures and infrastructure projects.?’



B 2022 (Year) 2017 (Year)

Figure 10 South Africd z wk y | v sdlegtedilO and Digital Economy Indicators
Source: World Bank World Development Indicators (WDI) for electricity acces$® and GSMA 2023 mobile
connectivity index data for the remaining metrics.?®

16 The Startup Ecosystem of South Afric§2024) Startupblink.com. Available at: https://www.startupblink.com/startup -
ecosystem/south -africa (Accessed: 03 July 2024).

7 world population dashboard -south africa (2012) United Nations Population Fund. Available at:
https://www.unfpa.org/data/world-population/ZA (Accessed: 03 July 2024).

18 Kemp, S. (2023) Digital 2023: South Africa - DataReportal i global digital insights, DataReportal. Available at:
https://datareportal.com/reports/digital-2023-south-africa (Accessed: 03 July 2024).

19 World Bank Group (2022) Report, World Bank. Available at: https://www.worldbank.org/en/publication/globalfindex/Report
(Accessed: 03 July 2024).

20 (No date) History & Company Overview | Johannesburg Stock Exchange Available at: https://www.jse.co.za/our -
business/history -&-company -overview (Accessed: 03 July 2024).

2t (2021) South Africa: Available at: http://www.investsa.gov.za/wp -content/uploads/2023/05/South -Africa-Investment -
Conference -2023_Case-Booklet_online.pdf (Accessed: 03 July 2024).

22 Galal, S. (2023) Africa: GDP by country 2022, Statista. Available at: https://www.statista.com/statistics/1120999/gdp-of-
african-countries-by-country/ (Accessed: 03 July 2024).

23 South Africa (ZAF) exports, imports, and trade partners (no date) The Observatory of Economic Complexity. Available at:
https://oec.world/en/profile/country/zaf (Accessed: 03 July 2024).

24 \nterview with DFP on May 3, South Africa
25 |nterview with DFP on May 6, South Africa

26 (2023a) U.S. Department of State Available at:https://www.state.gov/reports/2023 -investment-climate-statements/south-africa/
(Accessed: 03 July 2024).

27 Jnterview with DFP on April 16, South Africa

28 World Bank. Electricity access (% of population). Available at:
https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=ZN0-ZA

29GSMA mobile connectivity 2023: Available at:https://www.mobileconnectivityindex.com/index.html#year=2022
zonelsocode=ZMB&analysisView=ZMB comparison=1&geographys=ZMB,AGO,ZAF&metricsindex=overall
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Particularly in underprivileged areas, mobile money services like M -Pesa and cutting -edge
payment options like SnapScan and Zapper are revolutionising how people conduct

business. Applications of blockchain technology in financial services, such as verification of
identity and international remittances, are also being investigated. Also, thanks to
advancements in blockchain technology, digital banking, and mobile payments, the finech
industry in South Africa is expanding quickly. Startups such as Luno, anyptocurrency trading
structure, and Yoco, which offers mobile pointof-sale solutions for small businesses, are

upending established banking services and advancing financial accessibility.
Institutions

Creative / \ Human capital

outputs / \\ and research
@ South Africa
@® Upper middle income

Sub-Saharan Africa
& Top 10
RCys aha // Infrastructure
technology outputs /
) A 2
Business Market
sophistication sophistication

Figure 11Performance of South Africa on Global Innovation Index
Source: Source: World Intellectual Property Organization (WIPO) Global Innovation Index 202330

Nonetheless, Zachariah George, Director of Launch Africa, said: "In South Africa, the tech
startup ecosystem faces challenges, particularly with high development costs and regulatory
hurdles. There's a need for more support structures, like incubators, to help startups become
investor ready."! While government R&D expenditure doubled in the past decade, the business
sector share of gross expenditure on R&D declined. Overall R&D intensity reduced from 0.76 in
2017 to 0.6 in 2020, however, the government aims to increase this ratio to 1.5% in 202.

2.5 Distribution, Infrastructure & Logistics

South Africa has a relatively strong infrastructure across various aspects. In the Logistics
Performance Index (2023)South Africa scored 3.7 which is above the global average of 3. On
energy, approximately 89% of the population had access to electricity as of 2021 and power

30 WIPO. Global Innovation Report 2023. available athttps://www.wipo.int/edocs/pubdocs/en/wipo -pub-2000 -
2023/zm.pdf
3% Interview with DFP on May 3, South Africa
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generation was dominated by coal at 70%?3? The International Energy Agency clarifies that
_v]|{o Mlypig z &# %- Uu{ knyg{kj "kzv|yik \sgu
power mix by 2030, aiming to reduce the carbon footprint of the energy sector while meeting
increasing energy demands and ensuring a socially and economically fair transition®* Resulting

from the implementation of the IRP 2019, several developments evolved leading to major
changes in key assumptions and the creation of new institutions. The new IRP 2023 was
designed by the Energy Department to reflect these changes.3* Across the world, electricity

prices in South Africa are rated 48th cheapest and 8th in Africa®

Broadband access and digital communication networks are just two examples of the major
advancements South Africa has made in ICT infrastructure growth. However, there are still
gaps in high-speed internet and digital technology availability, especially in rural and
underprivileged areas, which hinders the uptake of digital logistics and ecommerce. Mobile
cellular subscriptions have risen from 50.3 millon to 100 million between 2010 and 2022, and
Individuals using the internet have also risen from 24% in 210 to 72 % in 2021. Also, the
average cost of one gigabyte of mobile internet in South Africa was 1.18 U.S. dollars in 2023.
Among 237 countries worldwide, South Africa ranked 149th in terms of mobile data costs,
ranging from the cheapest to the most expensive.3¢

2.6 Market Risk

_v]{o Ml ypig” z tgyrReéently the rulingoparty the cektselgf{ African

National Congress has entered into a Government of National Unity with several political parties
including the centre-right Democratic Alliance. This is largely perceived to be a prebusiness

coalition, which may suggest a renewed focus on macroeconomic stability, attracting foreign
investment and continuity in policy until present. South Africais well-integrated into the

Southern African Development Community (SADC)

32 Logistics performance index: Overall (1=low to 5=high) - South Africa (2019) World Bank Open Data Available at:
https //data.worldbank.org/indicator/LP.LPI.OVRL.XQ?locations=ZA  (Accessed: 03 July 2024).

331z, (2019) South Africa - Countries & Regions IEA Available at: https://www.iea.org/countries/south  -africa (Accessed: 03
July 2024).

34 Home (2024) DMRE Available at: https://www.dmre.gov.za/ (Accessed: 03 July 2024).

35 (2021) Eskom  electricity prices more expensive than Zimbabwe and Zambia  Available at:
https://mybroadband.co.za/news/technology/426474  -eskom -electricity -prices-more -expensive -than -zimbabwe -and-
zambia.html (Accessed: 03 July 2024).

36 Cowling, N. (2023) South Africa: Price for 1GB Mobile Data 2023 Statista. Available at:
https://lwww.statista.com/statistics/1274035/price  -for -mobile -data-in-south -africa/ (Accessed: 03 July 2024).
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Part 3: The Startup and Investment
Landscape

3.1 Meet the Toshikas initiative

"opz zki{pvu jk{gpsz _v|{o Mlypig z z{gy{|w kivz
of key sectors and major startups, of funding trends and the VC landscape, as well as support

mechanisms like accelerators, incubators, hubs, government initiatives a nd R&D and

University programs. This also includes insights from the Meet the Toshikas initiative and the

azZP\" "z Mlypig Xpvu  z Pku Uup{pg{p} k.

The UNDP's "Africa Lions' Den Initiative" aims to unlock the potential of young
entrepreneurs in Africa by bridging the financing gap and enhancing resource access for
startups. Launched in March 2023 with catalytic funding from Japan's Ministry of Economy,
Trade, and Industry, the project focuses on mobilising finance, improving competitiveness, and
advancing the Pan-African startup ecosystem. Key interventions include ecosystenmapping in
target countries (Angola, South Africa, Zambia), the establishmenof a Startup Challenge Fund,
and organising a pitching event akin to "Shark Tank" to connect African startups with Japanese
investors. The initiative's objectives are to identify ecosystem opportunities and gaps through
comprehensive research, provide tailbred investment readiness support to selected startups,
and facilitate actual investment deals through a highprofile pitching event. This approach aims
to stimulate investment in African startups, leveraging both public and private sector support to
create a sustainable and scalable entrepreneurial environment across the continent

"ok _ Ykk{ {ok “vzoprgz. pup{pg{p}tk vy " Ykk{ {ok
investors with African startups from Zambia, South Africa, and Angola, collecting data from

257 applicants to gain insights into the South African startup ecosystem . The program used

a multi-stage selection process, including online applications, virtual and irperson interviews,

and business site visits, to identify highpotential startups. This approach ensured a thorough

evaluation of pitch quality, business viablity, team dynamics, innovation, and longterm

sustainability. The initiative culminated in selecting the top startups for potential investment,

providing $20,000 grants to the two most promising ones.

Countries Applications Training

3 countries 256 startups applied 30 Startups

are target areas for the programme for the program participated the Boot Camp for 3 weeks

6 Startups
will participate the IRSP for 2 months

Field trips Ecosystem Events Grant prize

3 weeks in 3 countries 2 1 0 participants $ 1 2,000 total

is a total duration of the field trip attended the ecosystem event will be provided to startups

($2,000 per each startup x 6 startups)
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Japanese investors with African startups from Zambia, South Africa, and Angola,
collecting data from 257 applicants to gain insights into the South  African startup
ecosystem. The program used a multistage selection process, including online
applications, virtual and inperson interviews, and business site visits, to identify high
potential startups. This approach ensured a thorough evaluation of pitch quality,
business viabiity, team dynamics, innovation, and longterm sustainability. The initiative
culminated in selecting the top startups for potential investment, providing $20,000
grants to the two most promising ones.

The project was structured around three core activities. Initially, opportunities and
challenges within ecosystems were identified through ecosystem mapping, which
included a one-week in-country field trip. This trip was accompanied by three
Japanese venture capital firms and involved meetings with the most promising startups
and other key stakeholders. Following this, based on the insights gathered from the
ecosystem mapping, UNDP connected two startups fromthe country and provided
them with a three-month investment readiness training. This training was tailored to
enhance their chances of securing funding offers from the Japanese venture capitals
they had met during the field visit. Finally, actual investment deals were facilitated by
organising a visit to Japan, where the startups pitched in front of these investors and
other key institutions. Throughout the process, UNDP maintained close contact with
local communities, leveraging its deep understanding of the unique challenges faced
by each country and gartup to tailor the program accordingly. The program contractors
included Double Feather Partners (DFP), familiar with the Japanese market, and local
accelerators and investors such as Acelera Angola (Angola), Grindstones (South Africa),
and BongoHive (Zambia).

In the Investment Readiness Support Program (IRSP), 30 companies were selected
from a total of 256 applications across three countries to participate in a three -week
boot camp following a rigorous application screening and due diligence process. A
distinctive aspect of this project was the involvement of Japanese investors, who
participated as partners throughout the entire selection process, including document
review and a three-week site visit. This collaboration ensured that Japanese investor
perspectives were integrated into the startup selection process, enhancing business
matching opportunities. Japanese venture capital firms active in African investments,
including Verrod-Kepple Africa Partners, Samurai Incubate Africa, and TSI Japan,
participated in this project. After completing the selection process, UNDP identified the
top six finalists and provided them with the following support: a three-month Investment
Readiness Support Program (IRSP), a os&eek investor roadshow in Tokyo, Japan, an
exclusive pitching event before Japanese investors; up to $20,000 in catalytic grants
per company (totalling $120,000) from the UNDP Innovation Challenge; and, local
ecosystem business matching.
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Top 6 startups finalists selected by Meet the Toshikas

1
BOSSO

e-commerce
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Logistics
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e-commerce

AfriOnline Group

Figure 12 Top 6 Startups of the Meet the Toshikas
Source: UNDP’

The collected data served multiple purposes, such as refining future program
iterations, fostering local ecosystem connections, and identifying key sectors and
unmet needs within the South African startup landscape. This information guided
tailored support and investment strategies, emphasising financial, environmental, and
social sustainability. The program's comprehensive methodology ensured the selected
startups had strong business potential and a commitment to m&ing a meaningful
impact in their industries and communities. This was measured through the SDG
framework.

37 UNDP press release.https://www.undp.org/africa/press-release-undp-meet-toshikas-top-6-annoucement
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“MEET THE TOSHIKAS” STARTUP SURVEY ANALYSIS

This survey highlights results from 256 startups that applied to the UNDP's "Meet the Toshikas" program in
South Africa, Zambia and Angola. Among these, we focused on 81 startups from South Africa.

1.Founder Analysis

Age of Founder

I 1930 [ 31-35 [ 36-40 [ 4150

W 5160 M 6170
61-70
51-60  4.8%

41-50
19%

36-40 31-35
16.7%

Founders Average Age is
36.7 years

26.2%

of founders were between
ages of 19-30, and 31-35

19%
between 41-50

16.7%
between 36-40

26.2% N= 81
Gender Distribution of Founders
[ Male [ Female [Il] Non-Binary/Other
Non-Binary/Other Men make up a majority of
6% startup founders
51.9%
Male Founders
feiy
45.5%
Female Founders
N=79
2. Financing Analysis
Scale of Funds Raised by Startup The majority of South African
050,000 [ 50,001-100,000 startups received funding
[ 100,001-250,000 between USD 0-50,000
. 250,001-750,000
. 750,001-1000,000 61 0/0
-1000001-1500000 .2500000+ .
750,001-1000,000 of South African startups
250,001-750,000 o recieved funding between
s USD 0-50,000
100,001-250,000 1 2 .Z‘Vo
e e of South Africa startups
1% recieved funding between
50,001-100,000 _ USD 1 00,001 '250000
7.3% N= 81
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Receipt of International Sources of Financing?

B yes [ No

A majority of startups
received international
financing

77.5%

received
international financing

Types of External Funds Received by Startups
[ Grants [ Debt [ Equity
[ Convertible safe notes [l Equity; grants
[ Eauity; debt [ Bootstrapping
. Schoolfees [ family & friends

family & friends
6.3%

Equity; debt
3.2%

Equity; grants
6.3%

Grants

Convertible safe notes 45.3%

5.3%

Equity
11.6%

Debt
15.8% N=81

The majority of South African
startups received grants,
and debt financing

45.3%
Majority of startups
recieved grants

15.8%
recieved debt
financed

11.6%

recieved equity
financing

Participation in incubation/Acceleration Programs

B Yes [Tl No

No
40%

Yes
60%

N= 80

The majority of South African
startups participated in
incubation/acceleration

programs

60%
Majority of startups
received
incubation/acceleration

40%
Did not receive
incubation/acceleration
programs
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3. SDG’S Distribution Addressed by Product/Solutions

SDG Distribution for South Africa

14, Life below water

16. Peace, justice and strong institutions
15. Life on land

6. Clean water and sanitation

12. Responsible consumption and production
4. Quality Education

2. Zero hunger

17. Partnership for the goals

5. Gender equality

3. Good health and well-being

7. Affordable and clean energy

SDGs

10. Reduced inequalities
13. Climate action
1. No poverty
11. Sustainable cities and economies
9. Industry, innovation and infrastructure N= 80
8. Decent work and economic growth

0 10 20 30 40 50
Number of Responses

10.8% Majority of startups addressed the ‘Decent work and economic growth’ SDG

10.4% of startups addressed the ‘Industry,Innovation & infrastracture SDG
8.2% of startups addressed the ‘sustainable cities and economies’

7.4%  of startups addressed the ‘no poverty’

4. Constraints to scaling for startups in South Africa, Angola and Zambia
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The primary challenge for startups expanding across the three countries is the availability of
technical skills. This highlights the talent and skill levels accessible to startups, which could be
attributed to either a shortage of specialized expertise or the difficulty in competing with large
corporations in terms of compensation and employee benefits for skilled professionals.
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5. Sectoral Distribution of startups 21%

of startups are in the
e-commerce sector

19.8%
of startups are in the
Agriculture e
17.3% mobility sector

17.3%

of startups are in the
Agriculture sector

Logistics Healthcare
1.2% 1M1.1%

Mability
19.8%

E-commerce
21%
Finance
14.8%

Renewable Energy 1 4-80A)
e of startups are Renewable
N= 80 energy, and finance
6. Business stage distribution of startups Startups are majorily in the

growth, revenue & prototype
stages of business

Scal
E‘csa%e Revenue Stage development

21.3%

|dea stage
13.8%

35%
of startups are in
the growth stage

21.3%

of startups are in
Growth stage the revenue &
o prototype stage

13.8%

of startups are in the
idea stage

Prototype stage
21.3%

Mz wky {ok " Ykk{ {ok “vzoprgz z|y}ki jg{g.
most closely aligned with three SDGs. SDG 8: Promoting sustained, inclusive and sustainable
economic growth; SDG 9: Seeking to build resilient infrastructure, promote sustainable
industrialization and foster innovation; and SDG 11: Making cities and human settlements
inclusive, safe, resiliert and sustainable. Progress is being made toward the Sustainable
Development Goals (SDGs)South Africa has an overall index sore of 63.44 out of 100, and
places 115/116 in the global SDG rankingfs Although South Africa has yet to achieve any of its
SDG targets, progress is being made, particularly in the areas of goal 5 Gender Equality, with
nine of the other goals showing moderate improvement in 2024. Government efforts toward
the green transition and the National Development Plan are set to reduce inequality and
eliminate poverty by 2030, positioning South Africa as a leader in the progress of the SDGs in

38 Sustainable Development Report, Rankings (2024), Accessed at: https://dashboards.sdgindex.org/rankings
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Africa. A study conducted by the European Commission and Briter Bridges found that startups
addressing one or more of the SDGs raised $1 billion between 2015 and 2022, addressing
primarily SDG 1 No Poverty, SDG 4 Quality Education, and SDG 10 Reduced Inadjties®.

8 IDECENT WORK AND INDUSTRY, NNOVATION|
ECONOMICGROWTH & ANDINFRASTRUCTURE

o

Among South African startups, the primary sectors were e -commerce, mobility, agriculture,
renewable energy, and fintech, encompassing nearly 88% of all applicants. Healthcare and
logistics constituted the remaining 12% of the applicant pool. Based on the data, €ommerce,
mobility, and agtech are the primary focus areas for most startup applicants. The scarcity of
applicants in the acceleration program underscoresthe advanced business-stage of the South
African startups compared to their African peers. Ecommerce leads the sectors, contrasting
with the actual lead sector, fintech, which makes up 30% of all South African startups. Agtech
and mobility are emerging sectors driven by innovative technologies transforming agriculture
and addressing mobility challenges through EVs.This will be further explored in the Key Sectors
section below.
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Figure 13 Key startup ecosystem statistics for South Africa Startup

39 Science, Technology and Innovation in Sub-Saharan Africa: harnessing the potential towards achieving the Sustainable
Development Goals (2024), European Commission
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In 2022, South Africa counted approximately 660 startups across various sectors.*® The
country has one of the most active startup ecosystems on the continent, with a strong
surrounding support environment. According to the South African 2022 Startup Ecosystem
Report Fintech stands as the most densely populated sector, boasting nearly onethird of the
country's tech startups active within this vertical** Remarkably, over 25 percent of South African
tech startups have experienced some form of acceleration or incubation. However, diversity
remains a notable concern, as fewer than 15 percent feature a female cdounder.

40 Galal, S. (2024) Africa: Number of startups by country, Statista. Available at:
https://www.statista.com/statistics/1290679/number-of-startups-in-africa-by-country/ (Accessed: 03 July 2024).

41 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/south-african-
startup-ecosystem-report-2022/ (Accessed: 03 July 2024).
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Figure 14 Startup Map

Source: Drawn from CrunchBase, existing report, and consultation with key stakeholders
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3.3 Key Sectors

Fintech accounts for the majority of startups in South Africa. Fintech accounts for 30% of
funded startups.*?> There are nearly three times as many fintech startups in South Africa than
any other individual vertical. The industry focuses on five key banking functions: payments,
deposits and lending, capital raising, investment management, and market provisioning.The
payments subsector is the largest and most mature, comprising 30% of companies operating
in South Africa, many with over five years of experience. Another significant contributor is
lending and financing, with 25 startups making up 17% of fintechbusinesses: the Insurtech
sector accounts for 16.3% with 24 companies. Notable fintechs are TymeBank with $316.8M of
funding, and Yoco with $176M of funding?3-44

Digital marketplace and retail tech startups are helping drive the shift towards e -commerce
in South Africa. Just over 83 startups were in the eCommerce and retail tech space? In South
Africa, the e-commerce sector has experienced remarkable growth, as an increasing number
of businesses enthusiastically embrace the digital marketplace. Increasing internet penetration,
smartphone use, and shifting customer behaviour are drivingthe e-commerce sector's rapid
expansion in South Africa. By introducing digital retail platforms, lastmile delivery solutions,
and virtual marketplaces, startups are making the most of this trend. Innovations that improve
consumer e-commerce experiences and increase market competition include sameday
delivery, cashron-delivery choices, and secure payment gateways. According to GeGlobe,
South Africa ranks as the 42nd largest market for ecommerce, surpassing Singapore.
Projections indicate that the revenue in South Africa's ecommerce market is poised to exhibit
a compound annual growth rate (CAGR 2023-2027) of 11.9%, leading to an anticipated market
volume of US$9,910.0 million by 2027 46

42 South African startup ecosystem report 2022 (2022) Disrupt Africa. Available at: https://disruptafrica.com/south-african-startup-
ecosystem-report-2022/ (Accessed: 03 July 2024).

43 (2023) Tymebank - Crunchbase Company Profile & Funding Available at: https://www.crunchbase.com/organization/tyme
(Accessed: 03 July 2024).

44 (2022) Yoco - funding, financials, valuation & investors. Available at:
https://www.crunchbase.com/organization/yoco/company_financials (Accessed: 03 July 2024).

4 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/southafrican-startup-
ecosystem-report-2022/ (Accessed: 03 July 2024).

E-commerce and buyer behaviour in South Africa: Transforming consumer trends (2024) GO. Available at: https://www.go
globe.com/e-commerce-south-africa/ (Accessed: 03 July 2024).

4 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/southafrican-startup-
ecosystem-report-2022/ (Accessed: 03 July 2024).

4 E-commerce and buyer behaviour in South Africa: Transforming consumer trends (2024) GO. Available at: https://www.go-
globe.com/e-commerce-south-africa/ (Accessed: 03 July 2024).
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Health and education startups in South Africa play a critical role in addressing gaps in
healthcare and skills. Over 50 startups were reported to be in the health sector.*” Globally, the
e-health space has grown over the past few years after the pandemic produced a shift towards
contact-free solutions, with consumers and medical institutions suddenly channelled towards
virtual services. In South Africa, HealthTech firms areausing technology to solve problems in
healthcare and enhance patient outcomes. Access to healthcare services is being improved,
and healthcare inequities are being decreased, thanks to platforms like hearX Group, which
provides smartphone-based hearing test solutions, and RecoMmend, an online healthcare
booking platform. Edtech startups are not far behind with nearly %9 of startups in the education
sector.®® Most of these startups are online course providers. Using technologydriven solutions,
EdTech entrepreneurs are transforming South Africa's educational system and learning
environments. Access to high-quality education and upskilling possibilities is being increased
by platforms like GetSmarter, an online learning platform that offers degrees and short courses,
and Snapplify, which distributes digital content for publishers and schools. Another notable
startup, the Valenture Institute, was funded at $7M*°

Climate and mobility startups are growing rapidly off a low base. Mobility solutions are making
strides in South Africa, especially across the big cities and provinces. At leastlO startups are
operating across the country. Aside from ride-hailing and ridesharing solutions, other emerging
products include electric vehicles, batteries, financing, insurance, travel management, and fuel
management systems. Growing solutions include Zimi (fleet management), Planet42 (vehicle
financing), and Mellowvvans (electic last-mile delivery). Climate and renewable solutions are
gaining increased traction in South Africa, especially in light ofthe long-standing energy
challenges faced in the country. There are more than 12 companies operating in this sector.
Solar and utility companies have seen the biggest rise in both the nhumber of companies and
total funding, with companies like Solarise Arca, Candi, Hohm Energy. The expansion of the
Section 12B amendment in 2022 removed the cap for investment in solar installation. Such
business-friendly policies have given a boost to the climate and energy innovation ecosystem.

47 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/southafrican-startup-
ecosystem-report-2022/ (Accessed: 03 July 2024).

48 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/southafrican-startup-
ecosystem-report-2022/ (Accessed: 03 July 2024).

49 (2020) Valenture Institute - Crunchbase Company Profile & Funding Available at:
https://www.crunchbase.com/organization/valenture-institute (Accessed: 03 July 2024).

soAf ri cads Deeptech Revolution, N(2024) @part Stariug, Brtaih, ®igithl dfwica, Beter hn ol ogi c al

Bridges . Available at: https://drive.google.com/file/d/1s2Y SbtlhXFWCRNhR3zNFTD7mwJJ80MO0z/view
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South Africa is a leader on the continent in terms of Deeptech startups. While not strictly a
sector by itself, Deeptech is becoming increasingly embedded across key sectors.Deeptech

generally refers to novel and advanced technologies developed through ongoing scientific and

engineering R&D cycles. climatetech, health and biotech, and agtech are some of the top
industries Deeptech is applied to in African context®. South Africa is home to the highest
number of Deeptech startups across the continent, with at least 90 currently operational, and
receiving one-fifth of the number of investments to Deeptech since 2015. Examples include
drone startup FlyH2, biotech company BioxBio, and automotive company Boost Mechanics.
~v|{o MIypig z s kgDbeppiech solugions ik & resuldo af yniltiplev flactors,
including technology-focused universities, a supportive government offering public funding, as
well as an active support landscape targeting hardware and technobgy, such aslocally based

investor Savant. The Technology Innovation Agency is playing a key role in mobilising support
for the commercialisation of Deeptech, and the National Intellectual Property Management
Office was established in 2011 to manage the intellectual property from publicly funded
research. Such progress has been important to create a clear policy environment surrounding
this ecosystem.

Information Financial

Technology Services

Figure 15 Leading sectors by number of startups
Source: Crunchbase (2024)
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Success factors for the startup ecosystem are numerous, but access to talent remains a
challenge. These sectors are supported by a high degree of banked individuals, availability of
digital payments solutions, high degrees of network coverage and mobile phone ownership.
South Africa also has a young population which is a major asset for the ecosystemput
education and skills across key industries remain a major challenge along with high rates of
unemployment. While South Africa has several of the top univesities in Africa, only 7% of the
population has a tertiary education Antonia, Director of Endeavour, said: "We have great skills
but are not nearly where we should be. We need international skills and teams for the
international network if you are scaling globally. We have a few problems with brain drain and
may need a few more programs that help in upskilling and reskilling talents.®? Tim Diamond
Judia, Director of MLab, adds: "There's a misalignment. It's not necessarily a shortage of skills,
but rather that the existing skills need further refinement. Corporations, from their point of view,
are looking for digital skills that can beimmediately integrated into their operations. They prefer
a 'plug and play' approach, where new hires can start contributing right away without the need
for additional training. Unfortunately, this expectation doesn't align with the reality for many
young, unemployed people who may have basic skills but lack the experience required by these
companies."5® Further, a representative of Tshimologong Precinct said: "South Africa's
universities produce high-quality graduates in areas like software engineering, Al, and robotics.
However, there are gaps in more advanced and specialised skills, and continuous effots are
needed to keep up with technological advancements. There is significant investment in
Deeptech, biosciences, life sciences, and digital spaces. Universities like UCT and Stellenbosch
are heavily involved in research and development, supported by grants and private sector
partnerships.’*

3.4. Investment landscape

According to Briter Intelligence, startups with their primary African office in South Africa
raised more than $3.1 billion across 617 deals in the period 2015 -2023. This is equivalent to
31% of total funding volume across Africa in the same period. In recent years, South Africa has
consistently been one of the top funded countries across sub-Saharan Africa, alongside Kenya,
Nigeria, and Egypt, though other secondarymarkets such as Rwanda and Tunisia are beginning
to catch up. Notably, some startups based n South Africa are incorporating abroad to access a
bigger pool of investors. Excluding these companies from the data, the total figure of investment
in the past 10 years is $1.99 billion. This means that more than 50% of funding to startups in
South Africa have their global and African headquarters in the country. This is more than twice
Nigeria and Kenya. Investments reached a peak in 2021, followed by a significant drop in 2022
following the global funding slowdown. The market appears to be recovering well and, in 2023
alone, approximately 130 startups raised close to $567 million, led by largescale deals such as
the £77.8 million PreSeries C raise by fintech Timebank.

Sl Founderoés Gui d e - Souath Affrivan (2022 iBstdr. nAyailable at: https://briterbridges.com/founders-guide-to-
fundraising-africa/south-africa (Accessed: 03 July 2024).

52 |nterview with DFP on May 6, South Africa
53 |nterview with DFP on May 6, South Africa
54 Interview with DFP on April 17, South Africa
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Figure 16 Breakdown of volume of funding and deals by year
Source: Briter Bridges Database
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Fintech persists as the top funded product by both number and total volume of

investments . Over the past 10 years, fintech solutions have raised $1.77 billion across 180+
deals. Ecommerce, mobility, edtech, and climate tech follow, with a handful of growthstage
deals from companies such as GetSmarter, Planet42, Clickatell, Webuycars, Wetilitand
Candi Solar. The growth of these sectorsaligns with national strategies to boost local talent

and skills, improved infrastructure, and better access to energy.
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Figure 17 Funding by sector
Source: BriterBridges Database
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Funding for cleantech and mobility startups has been on the rise over the last few years.
Fintech has been the top funded sector in the last five years, but the top sectors are changing
over time, with more investment going towards cleantech and mobility startups over the last
18 months. The majority of capital deployed into the green energytech ecosystem in South
Africa have funded solar energy startups (96%). Multiple deal rounds over $1m into three
startups account for almost all of the funding into lar energy. The remaining share of
funding (4%) is distributed among wind energy and charging and batteries startups. Below is a
map of the current top funded cleantech and mobility startups in South Africa.
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Deeptech-focused solutions are gaining traction, but the ticket size is proportionately small
compared to other countries on the continent.
South African startups raised onefifth of the number of Deeptech investments to Africa in the
period 2015-2023, yet only 5% of the total volume. While several are pure technology
companies, most of the funded solutions operate across the health and biotech, climate, and
agriculture space with startups innovating and adpting technologies within the realm of
internet of things, artificial intelligence, solar photovoltaics, robotics, and more. Top funded
solutions include data and atrtificial intelligence company DataProphet, health and biotech
company hearX, and agtech dione developer Aerobotics.

The majority of deals are found between the Angel stage and Pre -Series A. Investment into

early-stage startups in South Africa accounts for a significant portion of total deals into startups.
According to Briter Intelligence, when excluding more than 330 undisclosed stages, 63% of
deals are below the Series A stage. Series A igypically one of the first growth stage funding

rounds in this context. The percentage of deals in earlystage startups has grown from just under
a quarter in 2018 to nearly half in2022.°° Nevertheless, this only represents a small percentage
of the total funding value. From 2018 to 2021, funding to earlystage startups made up less than
5% of total funding, with a slight increase to 7.5% in 2022¢ This is lower than regional peers

such as Kenya, where earlystage financing reached 10% in 2022. Despite this, the feeling is
not reflected in the sentiment of startups, Arnold Sigauque, Director of Darkies In Tech, said:
"The biggest gap in terms of capital in South Africa is where you actually need it most, which is
in early-stage investments. The total number of VCs in South Africa is probably about 50, and
of those fifty, I'd say maybe 10 cater to earlystage startups.'s’
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Figure 19 Funding by stages
Source: Briter Bridges Database
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Half of the publicly disclosed investment rounds are below $1 million, reflecting the early
nature of the majority funding rounds. In 2023, deals under $1 million captured 52% of the
number of disclosed investments and just 0.8% of total funding volume. South Africa also
shows a growing number of later stage deals, demonstrating a rising level of maturity at the
Series A and above shge, with 29% of disclosed deals happening between $1 million and $5
million.
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Figure 20: Funding by deal size
Source: Briter Bridges Database

55 (2023a) Making venture capital more inclusive in South Africa. Available at: https:/fiuk.ktn-uk.org/wp-
content/uploads/2023/01/Making-Venture-Capital-More-Inclusive-South-Africa.pdf (Accessed: 03 July 2024).

56 (2023a) Making venture capital more inclusive in South Africa. Available at: https://iuk.ktn-uk.org/wp-
content/uploads/2023/01/Making-Venture-Capital-More-Inclusive-South-Africa.pdf (Accessed: 03 July 2024).

57 Interview with DFP on April 17, South Africa
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According to Briter, equity is the main driver of South Africa's investment landscape,
accounting for 67% of startup funding since 2015 .58 Equity is the most common funding
mechanism adopted, particularly by venture capital firms, angels, and accelerators. Grants have
become a key instrument at the early stages, and are typically associated with accelerators,
competitions, and government initiatives. While equity and grants dominate, debt financing
remains vital, with over $330 million in disclosed funding in the last 10 years, mainly in later
stages. Government initiatives and South Africa's robust financial sector provide various debt
financing options for early-stage startups through banks and nonbank institutions.

In-Kind Assistance

2.0%
Debt

2.5%
Award or Prize

5.1%
Acquisition /

6.6%

Grant
13.6%

Equity
67.5%

Figure 21: Funding by deal type
Source: Briter Bridges Database

South African startups offer a strong pathway to exit. It surpasses its closest peers (Egypt,
Kenya, and Nigeria). For instance, in 2023 South Africa witnessed 57 acquisitions while a
total of 9 acquisitions happened in Egypt.>*-¢° More so, the size of the South African startup
ecosystem can vary depending on the metrics used, but it's generally considered to be
growing steadily.

Briter data reveals that more than 50 acquisitions have taken place between 20152023.
While the amount is often undisclosed, notable deals above $50 million include Adumo,
GetSmarter, Webuycars, and Kandua.

®Eounderodos Guid eSouthoAfritay202Pa) Brites. Availgble at: https://briterbridges.com/founders-guide-to-
fundraising-africa/south-africa (Accessed: 03 July 2024).

59 (2024a) Explore 23.5K+ companies in South Africa - Tracxn. Available at: https://tracxn.com/d/geographies/south-
africa/__Wt_Ec4SdLnQ6xJ6t2G1Xpi4i40dQlqDnldVKO3TJqQk/companies (Accessed: 07 July 2024).

60 (2024a) Egypt - top companies - tracxn. Available at:

https://tracxn.com/d/geographies/egypt/__aRcH8IYOC74CSa9mr7vgyEJG0aUdj3E52SUBjjv4gyO/companies (Accessed: 07
July 2024).
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The 2023 Southern Africa Venture Capital Association (SAVCA) survey revealed that South
African ecosystem exits returned R318 million ($17 million) to investors, a 3.8x return on the
R83 million ($4.4 million) invested. ! Despite these returns, total losses on exits amounted to
R80 million (~$4.2 million). This marks the third consecutive year of declining exit returns. Since
2017, 2019 was the only year without cumulative losses on exit activity.

_v]|{o MlIlypig o0gz svun hkku zkku gz MIlypig  z skag]j
banking systems, and mature companies acquiring startups. However, recent data reveals that
most exits have resulted in losses for investors, often due to earlyexits.
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Figure 22: number of exits reported per year
Source: SAVCA (2023), Venture Capital Industry Survey

3.5 ldentification of Ecosystem Players and Startup Support
South African ecosystem enablers range from incubators and accelerators to ceworking spaces,
venture capitalists, government initiatives, and educational institutions. The Startup

Infrastructure diagram below shows the organisations and programs that form the sipporting
infrastructure of the South African startup ecosystem.

61 (2023a) SAVCA 2023. Available at: https://savca.co.za/wp-content/uploads/2023/10/SAVCA-VC-Survey-2023-Electronic.pdf
(Accessed: 03 July 2024).
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Figure 23: Startup Supportand Ecosystem Stakeholders Map

Source: Based on desktop research and field survey




The ecosystem for startups and entrepreneurship in South Africa is vibrant and diverse, with

a wide range of support structures in place. These include traditional accelerators and
incubators, co-working spaces, academic institutions, government programs, venture capital
funds, and corporate initiatives. The collaborative efforts of these entities contribute to the
growth and success of startups in the region, fostering innovation and economic development.

The government is an active player in the support ecosystem. Such support is in the form of
grants and loans for startups, while incentive schemes and tax breaks are offered to attract
investors. Key sectors witnessing a surge in investment are in technology, renewable energy,
healthcare, and ecommerce. Innovations in FinTech, AgTech, and sustainability are
transforming traditional industries and attracting domestic and international investments.

To develop technology -based industries, the Technology Innovation Agency makes use of

the knowledge already present at universities and public research facilities. The organisation
serves as an "innovation hub", a framework that helps entrepreneurs nationwide as they
progress through several Technology Readiness Levels until they are ready for
commercialization. TIA is distinct in that it is dedicated to providing erly-stage, government-
driven support through its grassroots innovation initiative. Through tie Technology Stations
Program (TSP), this initiative collaborates with universities (TSP). Through the TSP network of
Technology Stations, primarily housed at South African higher education institutions,
universities provide SMEs and startups with technobgy development services. Every station
highlights a distinct technology area that is open to innovators and is hosted by a chosen
university. TIA also collaborates with the National Intellectual Property Management Office
(NIMPO) to support IP managementor R&D in these new technology-based industries. As a
ykz] s{ ukgysi gss vl _v] {o MI yDpeptgchasopppsbddopn s j | | u
IT and Fintech. TIA presents the new enterprise to other partners for the next growth phase
when an innovator completes the program. Through giving beneficiaries grant cash, the
organisation has a major economic influence in South AfricaNumerous studies claim that TIA's
R2.2 billion (US$114.3 million) in spending produced R7.5 billion (US$389.6 million) in GDP and
18,536 jobs. Therefore, the economy benefited R3.10 (US$0.16), or three times the original
investment, for every R1 (US$0.052 that the agency invested in innovation. Additionally, TIA's
investors have generated R2.5 billion (US$129.9 million) in income from their cuttingedge
goods and services (Africa Startup Ecosystem Report).

In next page, 71 ecosystem stakeholders have been mapped against the Incubation and
Acceleration functionality to determine the key gaps and opportunities in the ecosystem.
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Incubation and Acceleration Ecosystem Functions in South Africa by Ecosystem Player Type
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Accelerator
Incubator

16 93.75%  81.25%  0.00% 6.25% 18.75% | 75.00%  12.50% 56.25% = 6.25% = 50.00% 56.25%  12.50%

Hubs
Co-working 10 40.00%  40.00% 30.00% 0.00% 70.00% | 20.00% 10.00%  70.00% 10.00%  60.00% 30.00% 10.00%

spaces
Academic
Research 8 50.00% | 100.00% 12.50% 37.50% 50.00% 37.50% 12.50% 62.50% 37.50% « 87.50% 37.50% 0.00%
Institutes

Development
Partners

2 50.00% 50.00% | 0.00% 0.00% @ 50.00% | 100.00% | 0.00%  50.00% 50.00% | 100.00% 100.00% | 0.00%

Government
Institutions

14 21.43% 7.14% 0.00% 14.29%  7.14% | 28.57%  21.43% 57.14%  100.00% 35.71% 50.00% 0.00%

0.00% 0.00% 0.00% 0.00%  100.00%  0.00% 0.00%

Associations 1 | 0.00% 0.00% 0.00% 0.00% 0.00%

13.33% 13.33% = 0.00%: 0.00% 0.00% | 93.33% & 0.00%  20.00% 6.67%  100.00% 93.33%  0.00%

Venture Capital 15

i

Companies 5 |100.00% 40.00%  40.00% & 0.00% @ 20.00% | 80.00% 40.00%  40.00% 40.00% 40.00% 40.00%  40.00%

47.89% = 43.66% 8.45% 8.45%  23.94% | 57.75%  12.68% 49.30% 12.68% 64.79%  56.34% 7.04%

As the table above shows, South Africa's startup ecosystem boasts strong incubation and
acceleration capacity with room for improvement in the areas of technical training, soft skills,
prototyping, availability of market information and trade fairs.  Accelerators and incubators
are key in providing business training (93.75% of surveyed market players), mentoring (81.25%),
and funding (75.00%). Hubs and ceworking spaces significantly support co-working (70.00%)
and events (70.00%). Academic and reseah institutes provide mentoring (100.00%) while
development partners surveyed specialise in funding, and investor matching. 100% of
government institutions and associations assessed provide valuable market information.
Venture capital firms are predominantly focused onfunding (93.33%), business support (93.33%)
and investor matching (100%) with less focus on incubation functions. Companies offer diverse
support, especially in business training (100.00%) and funding (80.00%). This suggests a diverse
market that may require support to bolster. The ecosystem players assessed for this analysis
for the above can be seen in Table 1 in the Appendix.
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3.6 Investor profiles

There are more than 600 investors that have participated in at least one or more
rounds in South African startups. Nearly 40% of these are venture capital firms, 16%
are corporates and corporate venture arms, and 11% are angel investors. Private sector
players have played an important role in funding the early and growth stage ecosystem,
with corporates especially playing a key role as acquirers or distributors.

Other

Bank
Accelerator
Impact Investor

Private Equity Firm

Type

Investment Management
Firm

Angel
Corporate

Venture Capital Firm (VC)

0.00% 10.00% 20.00% 30.00%

Percentage

Figure 24: Share of deals by funder/investor type
Source: Briter Bridges Database

Antonia, Director of Endeavour, said: "The investment landscape is very broad anégnostic.

We have a welldeveloped financial sector and active fund market, which is often not seen in

v{oky ktkynpun tgyrk{z. “ok bO tgyrk{ pzu™ { {og({
opportunities exist in the fintech and SaaS markets because we have cgporate demand for

them."6?

Most investors are sector -agnostic, targeting a range of products and sectors at
different stages, yet several investors are more actively targeting specific industries
with high growth and impact potential. Savant, for instance, is investing in hardware
and Deeptech, AgVentures targets the agriculture space. On the entrepreneur support
side, OceanHub focuses on blue and ocean technologies, and the ClimateLaunchpad
is supporting early- stage climate innovators. Several womenfocused investors and

funds have also emerged in recent years, such as ShEquity, the National Empowerment
Fund, and Alitheia Capital.

52 Interview with DFP on May 6, South Africa
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Nearly one third of all investors active in South Africa are based in the country. The
advancements in the funding landscape have created many signals to both local and
international investors of the potential benefit from investing in and growing startups in
South Africa. The second top funder location is the United States.

o

4

1 - 166

Figure 25: Investors inSouth Africa by location ® International vs Domestic
Source: Briter Bridges Database

There has been an increase in the number of active investors in South Africa since
2015, with the number increasing yearly. The region is less reliant on foreign capital
compared to its peers due to a more established investment scene, from angel to
corporate®3. Despite international venture capital firms accounting for the vast majority
of in-country investors, the most active individual investors are typically South African
based early-stage investment firms, and leading South African corporate investors such
as Naspers and Nedbank, and accelerators like Startup Bootcamp AfriTech

The South Africa SA SME Fund has played a major role in catalysing the local venture
capital landscape. The South Africa SA SME Fund was a publiprivate partnership to
mobilise funding from local institutions into startups and SMEs. Initially 50 companies
contributed R900m and three pension funds, Public Investment Corporation (PIC) using
the Unemployment Insurance Fund (UIF), and Compensation Fund (CF) money,
contributed R500 million, for a total of R1.4 billion. The SA SME Fund has become the
largest institutional investor into VC funds in South Africa and has effectively doubled
the size of the VC industry in South Africa through its investment programme making it

83 South African startup ecosystem report 2022 (2022a) Disrupt Africa. Available at: https://disruptafrica.com/south-african-
startup-ecosystem-report-2022/ (Accessed: 03 July 2024).
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the largest local investment ecosystem on the continent. It also provides training to new
fund managers as well as part of the Fund (add data on how many new funds they help
seed). They allocated money to nine venture capital funds, five of them were firstime

fund managers. It also created the first ever University Technology Fund in Africa,
where we help the universities like UCT (University of Cape Town), University of
Western Cape, Wits University, and Stellenbosch University to commercialise their IP.

Corporates play a pivotal role in South Africa's venture capital ecosystem.

Corporates such as Naspers, Stand Bank, Discovery, Capitec and Imperial Logistics,

amongst others have actively invested in promising startups through dedicated venture

funds and partnerships with venture capital firms. For instance, Naspers Foundry has

allocated significant capital to early-stage technology companies, which has been
instrumental in nurturing innovative startups and retaining their operations within South

Africa. Imperial Logistics partnered with Newtown Partners to launch a $20 million fund

targeting disruptive startups in the supply chain and logistics sector. Financial

institutions like Standard Bank have collaborated with Founders Factory to support pre

seed stage startups, demonstrating the critical role of corporate involvement in the

early stages of the investment pipeline. These investments not only supply vital capital

but also offer mentorship, business development, and market entry opportunities that

are crucial for the growth and scalability of startups. Zachariah George, Directo of

Launch Africa, said: "The biggest gaps are on two sides: One is earhgtage funding at

{ok gunks sk}ks_. guj {ok v{oky pz zkypkz N g
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Funding from impact investors in South Africa h as increased over the last five years.
From a sample of 13 impact investment firms analysed on Briter Intelligence, majority of
the impact investors are sector agnostic with an increasing focus on Healthtech, Agtech,
Edtech, Logistics and Supply Chain. The ticket size for most of the impact dela ranges
from $1- 1.9M

¢ Interview with DFP on May 3, South Africa
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According to the 2021 SAVCA survey, most South African VC Fund Managers have been in
operation for three years or less, indicating a growing ecosystem. The increasing interest in

the South African ecosystem is a signal of a conducive environment and the opportunities that
exist.
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Figure 26: Fund managers by years of operation
Source: SAVCA (2021), Ventur€apital Survey
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Figure 27: Sample of active funds and investors in South Africa
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