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EXECUTIVE SUMMARY 

A major policy challenge in South Africa is for achieving greater óinclusionô in the tourism industry and 

especially the provision of opportunities for formerly disadvantaged communities to benefit from sector 

growth. The National Tourism Sector Strategy calls for a broadening of the economic beneficiaries of 

tourism development and in particular calls for programmes to attract more black entrepreneurs into the 

tourism sector and to own and operate tourism SMMEs. One aspect of transformation and for expanding 

inclusivity in South Africaôs tourism economy is through the promotion of SMME development and 

especially of new entrepreneurship opportunities for Black-owned SMMEs. This can include both direct 

involvement of black entrepreneurs in tourism or of encouraging preferential usage of Black owned 

suppliers and the inclusion of SMMEs within supply chains. Overall the challenge of inclusive tourism 

requires that greater benefits flow to local (black) communities as well as other groups (especially women 

and the disabled) that formerly remained largely outside of the mainstream of the countryôs tourism 

economy. This said, a 2018 report issued in 2018 by the Department of Tourism concerning the state of 

transformation in the South African tourism sector suggested that the pace of change is óslowô and 

óconcerningô. 

Since 2000 national government has introduced or supported a range of initiatives to deepen specifically 

SMME development in tourism sector, to support wider objectives of transformation and of inclusive 

growth in tourism. These interventions have been geared to address the particular challenges and needs 

of SMMEs in the tourism sector. Of particular note has been the activities of the Tourism Enterprise 

Partnership (formerly the Tourism Enterprise Programme) which provided SMMEs with skills 

development, market access and business support advice. More recent interventions have included the 

Tourism Support Programme (TSP), a DTI financing initiative which was a sub-programme of the 

Enterprise Investment Programme launched in 2008. In addition, the Department of Tourism launched 

its own dedicated SMME support programmes as part of the greater objective of the revised NTSS for 

2016-2026 with the goal of ensuring the sustainable development and growth of tourism enterprises that 

facilitates inclusive participation, job creation as well as strengthening the competitiveness of tourism 

destinations. The programme accords acknowledgement that ñeffective enterprise supportò would allow 

for the development of ñblack tourism related businessesò. Under the Departmentôs Tourism Enterprise 

Development Programme there are several focal areas including market access, supplier development, 

mentorship and coaching, training and development, an information portal, and incubation. Other 
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innovative programme interventions include assistance for the establishment or operations of tourism 

business incubators 

The impact of this raft of recent policy initiatives on SMME development in tourism remains to be 

evaluated. However, it is observed that the majority of these existing initiatives are supply-side 

interventions aimed to enhance support for tourism SMMEs. Recently, the Department of Tourism has 

been concerned to complement these supply-side support interventions with a suite of demand-side 

initiatives. One significant facet of fresh policy thinking towards demand-side interventions is to leverage 

the potential of state-owned assets for tourism development and in particular for SMME upgrading. A first 

step towards achieving this objective has been the undertaking of a national audit of such state assets. 

The Department of Tourism engaged with stakeholders and compiled a partial list of state-owned assets 

in terms of state-owned land, lodges and attractions. These assets include those of national and 

provincial government as well as an array of municipal assets. Arguably, the most significant of these 

assets include those of SANParks, North West Parks and Cape Nature. In addition, one must not overlook 

the large number of often smaller municipal assets which can include local nature reserves, 

accommodation complexes, campsites, caravan parks and even a number of lighthouses. The 

maximisation of these municipal assets can be potentially critical vehicles for assisting tourism-led Local 

Economic Development particularly in many small towns. 

The question of leveraging state assets for tourism development was identified by the Department of 

Tourism as a focus for research in the National Tourism Research Agenda.  The University of 

Johannesburg undertook a 2-year research project to examine the potential for leveraging the state 

assets for a demand-driven approach for inclusive tourism. The project examined the potential for 

leveraging the state assets ï national and sub-national tiers ï for a demand-driven approach for 

enhanced support and promotion of tourism SMMEs which are owned or operated by black South 

Africans. This policy focus is in alignment with government objectives for transformation and social 

inclusion in the tourism sector. The research project involved conducting a number of investigations about 

the challenge of maximizing state assets in relation to different forms of state assets and by different 

levels of government. In year one of this project, studies were undertaken of the leveraging of state assets 

in terms of the Pilanesberg nature reserve in North West province and at the municipal level the 

leveraging of assets for potential tourism development in the Overstrand Local Municipality, Western 

Cape. In year 2, parallel investigations were undertaken to those completed in phase one.  Another 
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example of a large state-owned asset linked to nature-based tourism, namely Addo Elephant National 

Park, located in the Eastern Cape Province, was interrogated in terms of questions of leveraging for Black 

SMME development. In addition, a second locality study was undertaken (also based in the Eastern Cape 

Province) and focused on King Sabata Dalindyebo Municipality. Finally, also as part of phase two, a 

thematic study was undertaken on the chequered development and potential of municipal resorts, 

caravan parks and camping. This particular study encompasses a national focus with select case studies.  

The major conclusion that comes out of the study ï and which runs through all the empirical investigations 

is the under-performance of state assets in relation to inclusive tourism development. Overall, the study 

argues that there is a fundamental need for improved asset management for tourism and for the 

development of an asset management framework specifically for tourism assets in South Africa.  
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1. INTRODUCTION 

The question of leveraging state assets for tourism development was identified by the Department of 

Tourism as a focus for research in the National Tourism Research Agenda.  The University of 

Johannesburg is undertaking a 2-year research project to examine the potential for leveraging the state 

assets for a demand-driven approach for inclusive tourism. It is against this backdrop that the University 

of Johannesburg in collaboration with the Department is undertaking a research project which aims to 

examine the potential for leveraging the state assets ï national and sub-national tiers ï for a demand-

driven approach for enhanced support and promotion of tourism SMMEs which are owned or operated 

by black South Africans. This policy focus is in alignment with government objectives for transformation 

and social inclusion in the tourism sector. The research project involves conducting a suite of 

investigations about the challenge of maximizing state assets in relation to different forms of state assets 

and by different levels of government. In year one of this project, research studies were undertaken of 

the leveraging of state assets in terms of the Pilanesberg nature reserve in North West province and at 

the municipal level the leveraging of assets for potential tourism development in the Overstrand Local 

Municipality, Western Cape.  This interim report discusses work undertaken in year two of the project. 

This report is organised into the following seven further sections of discussion. 

¶ Section one (i.e., current section) provides the study rationale, purpose of study and sets out the 

objectives. 

¶ Section two discusses the theoretical and literature context. 

¶ Section three reviews the study phases, gives a summary of the results of phase one and 

provides an introduction to the three case studies undertaken in phase two.   

¶ Section four provides an overview of findings from the ólarge assetô study namely that of Addo 

Elephant Park which is a parallel study to that undertaken in Phase One on Pilanesberg National 

Park. 

¶ Section five turns to discuss the results from the locality study ï namely King Sabata Dalindyebo 

ï which is a parallel investigation to that undertaken in phase one of the Overstrand Local 

Municipality.  
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¶ Section six discusses progress on the thematic study of caravan parks. The South African 

research is put into the context of a wider international literature review which is provided on 

ócampingô and caravan parks. 

¶ Section seven provides a summary of key findings and policy recommendations relating to the 

two year project as a whole.  

¶ Section eight provides a listing of references. 

1.1. Study Rationale and Problem Statement 

The creation of new market opportunities for SMMEs is one of the central challenges for building the 

SMME economy in South Africa (Osiba Research, 2011). This is acknowledged in several policy 

commitments made by the Department of Small Business Development for SMME development as a 

whole and by the Department of Tourism (DoT) for pronouncements for transforming the tourism sector. 

Since the early years of the new democracy, energetic efforts have been made to open new market 

opportunities for SMMEs through direct support measures of improving access to finance and expanded 

opportunities for training and upskilling opportunities (Rogerson, 2008a). Another set of important 

initiatives have involved seeking to foster market linkages between SMMEs and large corporates, 

including most recently through encouraging private sector supplier diversity initiatives (Herrington and 

Overmeyer, 2006; Rogerson, 2012). It is generally acknowledged, however, that the results of a range of 

several different government initiatives to support business development in the SMME economy of post-

apartheid South Africa have been somewhat disappointing (Rogerson, 2004). Accordingly, in recent 

years, national government has been searching for alternative pathways and policy initiatives in order to 

catalyse the SMME economy (Osiba Research, 2011). Essentially, these alternative pathways include a 

focus on direct demand-driven initiatives such as those directed at fostering entrepreneurship and SMME 

development through state procurement programmes as opposed to the emphasis given in early SMME 

policy interventions which were largely supply-driven in character. The critical relevance of addressing 

demand-driven initiatives is underscored by commitments made in the National Development Plan 2030 

which asserts that public procurement ñwill be an essential stimulator of demand for small and expanding 

firmsò (The Presidency, 2011: 119). 

Over the two past decades, national government has introduced a range of initiatives to deepen SMME 

development in tourism, wider objectives of transformation and of inclusive growth in tourism (Rogerson, 

2008b). Of note has been the activities of the Tourism Enterprise Partnership (formerly Tourism 
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Enterprise Programme) which provided SMMEs with skills development, market access and business 

support advice; the activities of the TEP have been evaluated in a number of studies (Rogerson, 2007, 

2008c, 2013a). More recent interventions have included the Tourism Support Programme (TSP), a 

Department of Trade and Industry (DTI) financing initiative which was a sub-programme of the Enterprise 

Investment Programme launched in 2008. In 2012, the administration of this programme moved from DTI 

to NDT; the TSP offers a reimbursable cash grant towards investment costs for establishing or expanding 

existing tourism operations including accommodation and tour operators (Van Wyngaardt, 2012; Dludla, 

2014). During 2017, the Tourism Minister announced a further government backed tourism development 

fund to support SMMEs, including community-based projects, as part of strategic planning for inclusive 

growth (Ensor, 2017). Other useful programmatic interventions have encompassed assistance for the 

establishment or operations of tourism business incubators (Rogerson, 2017).  

The impact of this raft of recent initiatives remains to be evaluated. It is observed, however, that there is 

growing interest on behalf of the Department to complement these supply-side support interventions with 

a suite of demand-driven initiatives. One significant facet of fresh policy thinking towards demand-side 

interventions is consideration that is being given to leverage the potential of state-owned assets for 

tourism development and in particular for SMME upgrading (Ensor, 2017). A first step towards achieving 

this objective has been the undertaking of a national audit of such state assets. The Department has 

engaged with stakeholders and has compiled a partial list of state-owned assets in terms of state-owned 

land, lodges and attractions. These assets include those of national and provincial government as well 

as an array of municipal assets. Arguably, the most significant of these assets include those of Sanparks, 

North West Parks and Cape Nature. This said, one must not overlook the large number of often smaller 

municipal assets which can include local nature reserves, accommodation complexes, campsites, 

caravan parks and even a number of lighthouses. The maximisation of these municipal assets can be 

potentially critical vehicles for assisting tourism-led Local Economic Development particularly in many 

South African small towns. Overall, the compilation of the Departmentôs list provides a basis to begin an 

exploratory analysis of the potential for leveraging state assets for inclusive growth, transformation and 

expanding the role of black entrepreneurs in the tourism sector of South Africa.           

The topic of leveraging state assets for tourism development was identified by the Department as one 

issue of concern for the National Tourism Research Agenda (Department of Tourism, 2018). It is against 

this backdrop that this document sets out a proposed research project which aims to examine the 
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potential for leveraging the state assets ï national and sub-national tiers ï for a demand-driven approach 

for enhanced support and promotion of tourism SMMEs which are owned or operated by black South 

Africans. This policy focus is in alignment with government objectives for transformation and social 

inclusion in the tourism sector. 

1.2. Purpose of Study  

The primary aim of the two-year research study is to examine the potential for leveraging state assets in 

terms of parks, lodges and attractions for tourism SMME development with a view to improve the growth 

and development of black-owned SMMEs. In particular, the focus is upon the potential and opportunities 

that exist that such linkages could be expanded and maximised by leveraging procurement for the benefit 

of Black-owned SMMEs in order to advance transformation in the tourism sector (Department of Tourism, 

2017). Also important for the study is to determine potential policy recommendations in respect of 

procurement in relation to state-owned assets for the benefit of tourism SMME expansion. 

1.3. Study Objectives 

The scope of the study explores among others the following broad objectives: 

¶ Establishing the nature of state-owned entities by different tiers of government that might be 

leveraged for opportunities for tourism black-owned SMMEs supply with goods and services.  

¶ Investigate current procurement regulation that impact state assets and the extent to which 

existing regulations are effective, implemented and monitored. 

¶ Investigate existing supply chains of state-owned assets and the extent if any that black SMMEs 

are engaged.    

¶ Investigate products and services that are in the supply chain of state assets and which might 

offer potential opportunities for the involvement of black tourism SMMEs. 

¶ Identify black-owned SMMEs businesses that are existing suppliers to state-owned entities with 

products and services, with a specific focus on their business challenges 

¶ Identify existing black-owned SMMEs that are potential suppliers to state-owned assets and 

currently are NOT existing suppliers, with a specific focus on their business challenges and 

reasons for non-engagement with state assets. 

¶ Determine the possibility of amending conditions for procurement by state-owned entities from 

tourism SMMEs. 
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¶ Provide recommendations on how to create sustainable business linkages and networks 

between the state-owned entities and tourism SMMEs. 
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2. THEORETICAL AND LITERATURE CONTEXT 

This research on leveraging state assets for tourism SMME development and opportunities for 

transformation must be located in the context of international and local scholarship on public 

procurement. Two sub-sections of material are now presented dealing respectively with international and 

South African debates and policy initiatives around leveraging public procurement.  

2.1. National Policy Context 

Growing foci of debate in tourism are around the extent to which the sector is óinclusiveô (Bakker and 

Messerli, 2017; Scheyvens and Biddulph, 2018) and of identifying drivers or constraints to tourism-driven 

inclusive growth (Bakker, 2018; Biddulph, 2018; Campos et al., 2018; Hampton et al., 2018).  In the 

upsurge of international research around economic inclusion and tourism, the South Africa case is of 

major interest (Butler and Rogerson, 2016). In several pronouncements offered during 2015 by South 

Africaôs Minister of Tourism, considerable attention is accorded to issues of inclusion in the tourism sector 

and of national governmentôs understanding of the concept. In March 2015 the Minister declared ñtourism 

is not only about the activity of tourismò rather ñit is about inclusive economic growth and the better life 

that it creates for those most in needò (Hanekom, 2015a: 1). Further, in addressing a major conference 

of tourism stakeholders in August 2015, the Minister proclaimed that among three key objectives of the 

countryôs tourism policy in future was ñvery importantly we want to make the entire sector more inclusive 

and representative by bringing people who have been marginalized into the mainstream tourism 

economyò (Hanekom, 2015b: 2). In another statement, the two core ñstrategic imperativesò for South 

African tourism were identified as ógreater sustainabilityô and ógreater inclusivityô (Hanekom, 2015c: 1). In 

addressing local government tourism representatives the Minister argued that for defining ósuccessô in 

tourism and the extent to which it is a óforce for goodô in South Africa additional ways of measuring the 

impact of tourism were needed beyond simply that of numbers of international tourist arrivals. It was 

stressed as follows: ñWe will need to measure how inclusive this growth is, and how many more 

marginalised people and communities we are bringing into the mainstreamò (Hanekom, 2015c: 1).  

During 2018, the attainment of ñinclusive and quality growth of the South African tourism economyò is 

situated at the heart of the countryôs National Tourism Sector Strategy (Department of Tourism, 2018a: 

18). The NTSS calls for a broadening of the economic beneficiaries of tourism development in South 

Africa and in particular calls for programmes to attract more black entrepreneurs into the tourism sector 

and to own and operate tourism SMMEs. Overall, inclusive tourism growth is firmly on the policy agenda 
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in South Africa and requires that greater benefits flow to local (black) communities as well as other groups 

(especially women and the disabled) that formerly remained largely outside of the mainstream of the 

countryôs tourism economy. Nevertheless, the most recent report issued in 2018 by the Department of 

Tourism concerning the state of transformation in the South African tourism sector suggests that the pace 

of change is óslowô and óconcerningô (Department of Tourism, 2018b: 71).  

One aspect of transformation and for expanding inclusivity in South Africaôs tourism economy is through 

the promotion of SMME development and especially of new entrepreneurship opportunities for Black-

owned SMMEs. This can include both direct involvement of black entrepreneurs in tourism or of 

ñencouraging preferential usage of Black owned suppliers and the inclusion of SMMEs within supply 

chainsò (Tourism B-BBEE Charter Council, 2018: 1). The focus on SMME development as an anchor for 

transformation in tourism is a mirror of wider national debates in South Africa about the SMME economy 

and transformation as a whole. Transformation legislation was introduced in South Africa in order to 

address the debilitating legacy of apartheid policies which had included the deliberate marginalisation if 

not outright exclusion of black business. The South African government has recognised that SMMEs can 

play a critical role in the economy variously as central drivers for economic growth, job creation and 

potentially even of innovation (Bureau for Economic Research, 2016). The promotion of the SMME 

economy has been a major commitment of national government policy since 1994 and more especially 

after the release in 1995 of the White Paper on SMME development. Confirmation of national 

governmentôs commitment to the significance of SMME development was evidenced by the 

establishment during 2014 of a new Ministry of Small Business Development. In the National 

Development Plan SMMEs are identified as a key component for progressing inclusive growth and 

development as the Plan envisions that by 2030 90 percent of new job growth will be from SMMEs (The 

Presidency, 2011).   

The results and impacts for SMME development of more than two decades of government policy 

intervention in South Africa have been somewhat disappointing (Osiba Research, 2011; Rogerson, 

2004). Public sector support for SMMEs has typically assumed the form of supply-driven interventions 

whereby a range of services are delivered to enterprises. Bukula (2018: 89) argues, however, that while 

such interventions can and do provide beneficial support ñmany are questionable when it comes to the 

scale and sustainability of benefits derived by participantsò. As most recently documented by the Bureau 

for Economic Research (2016: 10) the majority of South African SMMEs rarely survive beyond their 
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nascent business phase. The SMME economy still struggles under the weight of a multitude of challenges 

including inter alia, limited access to finance and credit, poor infrastructure, low levels of R & D, regulatory 

issues including excessive red tape, high levels of crime and lack of coordination of support interventions 

introduced by various departments of government.  

The World Bank (2018) records that lack of access to financial products as the major limit on the 

expansion of black-owned SMMEs. Although national government has introduced a number of financial 

support programmes, it remains that the fragmentation of these programmes ñas well as unintended 

exclusion arising from eligibility criteria and the granting process undermine their effectivenessò (World 

Bank, 2018: 19). Arguably, for SMMEs there is an uneven geography of access to finance with the most 

extreme difficulties faced in poorer regions of the country (World Bank, 2018: 71). Bhorat et al. (2018) 

stress that different constraints must be recognised for two distinct groups of SMMEs. On the one hand, 

there are the larger SMMEs which are mostly male-owned, non-youth, White and high skilled 

entrepreneurs and on the other hand for own-account (mostly survivalist) businesses which tend to be in 

the informal sector and run mainly by more female, youth, Black and low-skilled entrepreneurs. For the 

former competition with large enterprises followed by infrastructure shortcomings are the most regularly 

cited constraint on business expansion. By contrast for own-account enterprises, infrastructure is 

identified as the biggest growth constraints followed by difficulties in accessing finance (Bhorat et al., 

2018).  

The creation of new market opportunities for SMMEs is acknowledged as another of the core challenges 

for building the SMME economy in South Africa (Osiba Research, 2011; Bureau for Economic Research, 

2016; Bukula, 2018). This is recognized in several policy commitments made by the Department of Small 

Business Development (DSBD) for SMME development as a whole and by the Department of Tourism 

for pronouncements for transforming the tourism sector. Since the early years of the new democracy, 

energetic efforts have been made to open new market opportunities for SMMEs through direct support 

measures of improving access to finance and expanded opportunities for training and upskilling 

opportunities (Rogerson, 2008a; Bureau for Economic Research, 2016). Other important initiatives have 

involved seeking to foster market linkages between SMMEs and large corporates, including most recently 

through encouraging private sector supplier diversity initiatives (Herrington and Overmeyer, 2006; 

Rogerson, 2012). It is generally acknowledged, however, that the results of a range of several different 

government supply-side initiatives to support business development in the SMME economy of post-



 

17 
 

apartheid South Africa have been limited (Rogerson, 2004; Bhorat et al., 2018). Accordingly, in recent 

years national government has been searching for alternative pathways and policy initiatives in order to 

catalyse the SMME economy (Osiba Research, 2011; Bukula, 2018). One of these alternative pathways 

include a focus on direct demand-driven initiatives such as those directed at fostering entrepreneurship 

and SMME development through state procurement programmes as opposed to the emphasis given in 

early SMME policy interventions which were largely supply-driven in character. The critical relevance of 

addressing demand driven initiatives is underscored by commitments made in the National Development 

Plan 2030 which asserts that public procurement ñwill be an essential stimulator of demand for small and 

expanding firmsò (The Presidency, 2011: 119).  

The mandate of the DSBD ï the core national government department with responsibility for SMME 

development since its establishment in July 2014 -  is ñthe coordination of efforts towards a strong and 

sustainable community of SMMEs and Cooperatives to enable them to contribute positively to economic 

growth and job creation in South Africaò (Department of Small Business Development, 2018a: 4). In 

support of its mandate, the DSBD has initiated a National Interdepartmental Coordinating Committee in 

order ñto reflect a government-wide perspective, to promote and support the growth and development of 

the small business and cooperatives sector through inter-departmental planningò (Department of Small 

Business Development, 2018b: 5). The inter-departmental committee is made up of representatives of 

24 government departments, including tourism. Among key interventions currently pursued by DSBD are 

those to improve access to financial and non-financial support, build market access for SMMEs, support 

the national township and rural enterprises strategy, and drive for policy, legislative and regulatory review 

with a special focus on óred tapeô reduction which has implications for several aspects of tourism 

(Department of Small Business Development, 2018b). It has been announced by Minister Lindiwe Zulu 

that the DSBD is in the process of developing a National Red Tape Reduction Strategy to address the 

negative impacts of red tape on small businesses as a whole. Among its objectives is removal of barriers 

that hinder new innovative tourism ventures and most importantly ñincluding a typical bureaucratic 

mindset of óitôs against the rules or not in the rulesô need to be addressedôò (Department of Tourism, 

2018c: 8).  Finally, the DSBD seeks to strengthen government procurement programmes in support of 

SMME development as a whole, and by implication to include the tourism sector (Department of Small 

Business Development, 2018b: 8).  
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The core business challenges facing tourism SMMEs parallel those relating to SMME development as a 

whole, including shortcomings relating to infrastructure, access to finance and market access 

opportunities (Department of Tourism, 2016). In common with the observations about the differentiated 

challenges facing SMMEs as a whole (Bhorat et al., 2018) marked differences emerge between the 

enterprise constraints facing more established, mainly, SMMEs and those of many black and 

marginalized entrepreneurs seeking to enter the tourism economy (Rogerson, 2005). Further difficulties 

for tourism SMMEs as a whole arise from local government capacity shortcomings for tourism planning 

and development which result in haphazard planning, often the mismanagement of tourism and that for 

many local governments the rhetoric of tourism support not being backed up by consolidated practice as 

tourism is not a local government priority. Over the two past decades, national government has introduced 

a range of initiatives to deepen specifically SMME development in tourism sector, to support wider 

objectives of transformation and of inclusive growth in tourism (Rogerson, 2008b; Department of Tourism, 

2018c). These interventions have been geared to address the particular challenges and needs of SMMEs 

in the tourism sector (Department of Tourism, 2016; Bukula, 2018).  

Of particular note has been the activities of the Tourism Enterprise Partnership (TEP) (formerly the 

Tourism Enterprise Programme) which provided SMMEs with skills development, market access and 

business support advice; the activities of the TEP have been evaluated in a number of studies (Rogerson, 

2007, 2008c, 2013a). More recent interventions have included the Tourism Support Programme (TSP), 

a DTI financing initiative which was a sub-programme of the Enterprise Investment Programme launched 

in 2008. In 2012 administration of this programme moved from DTI to Department of Tourism; the TSP 

offers a reimbursable cash grant towards investment costs for establishing or expanding existing tourism 

operations including accommodation and tour operators (Van Wyngaardt, 2012; Dludla, 2014). The 

Department of Tourism launched its own dedicated SMME support programmes as part of the greater 

objective of the revised National Tourism Sector Strategy for 2016-2026 with the goal of ensuring the 

sustainable development and growth of tourism enterprises that facilitates inclusive participation, job 

creation as well as strengthening the competitiveness of tourism destinations (Department of Tourism, 

2018a). The programme accords acknowledgement that ñeffective enterprise supportò would allow for the 

development of ñblack tourism related businessesò (Department of Tourism, 2018a: 31).  

During 2017, the Tourism Minister announced a government backed tourism development fund to support 

SMMEs, including community-based projects, as part of strategic planning for inclusive growth (Ensor, 
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2017). Under the Departmentôs Tourism Enterprise Development Programme there are several focal 

areas including market access, supplier development, mentorship and coaching, training and 

development, an information portal, and incubation (Department of Tourism, 2018d). Promising 

innovative programmatic interventions have encompassed assistance for the establishment or operations 

of tourism business incubators (Rogerson, 2017). At the heart of the tourism incubation programme is 

the provision over a three year period of needs based enterprise support which is targeted to reduce 

business failure in selected tourism hubs by maximizing trade networks and business linkages through 

training and development support interventions (Department of Tourism, 2018d). Business incubators for 

supporting tourism entrepreneurs are viewed as key vehicles for transforming the South African tourism 

sector in terms of making it inclusive and accessible to new entrants (Department of Tourism, 2018e). 

 In alignment with other national government programmes for inclusion, the support from Department of 

Tourism is spatially targeted at potential and emerging tourism SMMEs in rural and semi-rural areas, 

including townships (Department of Tourism, 2016).  The overall goal is stated as to create a conduit for 

economic inclusion ñby building the competitiveness of tourism businesses for increased sustainable jobs 

and economic growth and development (Department of Tourism, 2018d). Further impetus for Black 

SMME development is anticipated from the implementation of BBBEE Codes and especially of Enterprise 

and Supplier Development which is viewed as a key driver for transformation (Department of Tourism, 

2018b). 

The impact of this raft of recent policy initiatives on SMME development in tourism remains to be 

evaluated. It is observed, however, that there is growing interest on behalf of the Department of Tourism 

to complement these supply-side support interventions with a suite of demand-driven initiatives. One 

significant facet of fresh policy thinking towards demand-side interventions is consideration that is being 

given to leverage the potential of state-owned assets for tourism development and in particular for SMME 

upgrading (Ensor, 2017). A first step towards achieving this objective has been the undertaking of a 

national audit of such state assets. The Department of Tourism has engaged with stakeholders and has 

compiled a partial list of state-owned assets in terms of state-owned land, lodges and attractions. These 

assets include those of national and provincial government as well as an array of municipal assets. 

Arguably, the most significant of these assets include those of SANParks, North West Parks and Cape 

Nature. This said, one must not overlook the large number of often smaller municipal assets which can 

include local nature reserves, accommodation complexes, camp sites, caravan parks and even a number 
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of lighthouses. The maximisation of these municipal assets can be potentially critical vehicles for assisting 

tourism-led Local Economic Development particularly in many South African small towns. This said, it is 

acknowledged that South African local municipalities are faced with many challenges in managing their 

municipal assets. Indeed, in terms of tourism the evidence from limited research in East London is that 

ñmany South African municipalities are failing to incorporate their assets effectivelyò for tourism 

development (Dlomo and Tseane-Gumbi, 2017: 3). Critical findings of the East London study related not 

only to the poor maintenance of municipal assets that could be utilized for tourism development but also 

that ñlack of tourism knowledge by many municipality departments leads to the underutilisation of many 

immovable municipal assetsò (Dlomo and Tseane-Gumbi, 2017: 8). 

Overall, the compilation of the Department of Tourism list provides a basis to begin an exploratory 

analysis of the potential for leveraging state assets for inclusive growth, transformation and expanding 

the role of black entrepreneurs in the tourism sector of South Africa. The topic of leveraging state assets 

for tourism development was identified by the Department of Tourism as one issue of concern for the 

National Tourism Research Agenda (Department of Tourism, 2018f). It is against this backdrop that in 

response to a call for proposals by the National Department of Tourism, the University of Johannesburg 

is undertaking a research project which aims to examine the potential for leveraging the state assets ï 

national and sub-national tiers ï for a demand-driven approach for enhanced support and promotion of 

tourism SMMEs which are owned or operated by black South Africans. This policy focus is in alignment 

with government objectives for transformation and social inclusion in the tourism sector. In addition, it 

speaks to what the World Bank (2018) describes as ñan incomplete transitionò and of the imperative for 

South Africa to overcome the legacy of apartheid exclusion.  

2.2. State Procurement for Social Inclusion 

The research on leveraging state assets for tourism SMME development and opportunities for 

transformation is located in the context of international research and debates about inclusive tourism. In 

particular, it is situated within the body of international literature and local scholarship on public 

procurement. The term ópublic procurementô essentially ñrefers to the purchase of goods and services by 

government or public entities to fulfil their various functionsò (Bolton, 2016: 4). Two sub-sections of 

material are now presented dealing respectively with international and South African debates and policy 

initiatives around the leveraging of public procurement.  
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2.3.  Leveraging State Procurement: International Experience 

As argued by Hoekman and Sanfilippo (2018: 1) governments around the world purchase a large variety 

of products from the private sector and such state procurement often accounts for ña significant share of 

GDP and thus aggregate demandò. According to the UNEP (2017: p. viii) public procurement wields 

enormous power, accounting for an average of 12% GDP in the group of OECD countries and reaching 

as much as 30% in many developing countries. In countries of the global South Wittig (1999: 3) identifies 

the public procurement sector as ñoften the largest domestic marketò. Likewise, Hoekman and Sanfilippo 

(2018) confirm that in some of the poorest regions of the world, including sub-Saharan Africa, the 

magnitude of public procurement is highly significant in configuring the economic landscape.  

Conventionally state procurement systems incorporate procedures to ensure that contracts are awarded 

to the lowest cost suppliers that satisfy particular technical specifications. This said, in most countries 

value for money is not the only goal of public procurement as many governments also have leveraged 

state procurement in order to pursue other social or distributional objectives (Nijaki and Worrel, 2012; 

Flynn and Davis, 2015; UNEP, 2017; Loader, 2018). The use of public procurement to drive innovation 

is a strong focus particularly in the European Union where ñthe purchasing power of governments is being 

recognised as a demand-side tool that can stimulate innovationò (Bolton, 2016: 4). Most recently, the 

application of public procurement has been extended to achieve environmental objectives with much 

attention devoted to issues of ógreen procurementô or sustainable procurement in which SMMEs are a 

major priority for target support (Nijaki and Worrel, 2012; UNEP, 2017; Delmonico et al., 2018). Low 

carbon procurement is also a new research agenda ï particularly in Europe - as a response to the 

importance of addressing climate change issues (Correia et al., 2013). Overall, across the international 

scholarship among key barriers identified to successful procurement are that ñoften people do not see 

public procurement as strategic or even a real professionò, ñcompeting procurement prioritiesò, ñlack of 

awarenessò and in the developing world ñlack of products or services to procureò (UNEP, 2017).  

In emerging economies questions around sustainable public procurement have attracted academic 

attention with work suggesting that ñorganizational culture stands out as a particular barrierò (Delminico 

et al., 2108: 70). Across the region of sub-Saharan Africa there is a growing literature on issues around 

public procurement (African Procurement Law Unit, 2018). Most existing African literature focuses on 

issues of governance, legal issues, reduction of corruption, the development of enhanced institutional 

and management frameworks and firm performance (eg. Quinot and Arrowsmith, 2013; Williams-Elegbe, 
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2013; Leon de Mariz et al., 2014; Uromi, 2014; Williams-Elegbe, 2015; Ambaw and Telgan, 2017; 

Engelbert, et al. 2016; Engelbert, 2017; African Procurement Law Unit, 2018; Hoekman and Sanfilippo, 

2018).  

Notwithstanding policy interest in many advanced and emerging economies for leveraging public 

procurement it is observed that public procurement remains a relatively neglected theme for academic 

research (Thai, 2001; Mahmood, 2010). Most especially attention has lagged in respect of how it can be 

utilised to promote entrepreneurship (Preuss, 2011). Nevertheless, as discussed below, public sector 

procurement has been applied as a lever for SMME development in several countries especially by using 

set asides to catalyse market access for certain preferred groups of SMMEs, an initiative which emerges 

out of a longer history of leveraging state procurement. Historically, it is argued that the application of 

ñpublic procurement as a tool to advance national priorities can be traced back to the 19th century when 

procurement was used to tackle social justice issues such as fair labour conditions and wages or 

improved opportunities for disabled peopleò (UNEP, 2017: 10). McCrudden (2004) provides a valuable 

overview of how governments attempt to use procurement to produce desired social outcomes regulating 

the use of its purchasing power to advance conceptions of social justiceò. Indeed, it is suggested that at 

least in the global North ñmodern procurement systems evolved alongside the development of the welfare 

State, and it is hardly surprising that the former was used in part to underpin the goals of the latterò 

(McCrudden, 2004: 258). For example, in the United Kingdom after World War 1 public procurement was 

applied to address the needs of disabled ex-servicemen with the establishment of sheltered workshops 

where limited types of goods were made and given preference in government purchasing. In the USA 

similar initiatives were introduced during the 1930s to support the blind. Such early initiatives to leverage 

the power of public procurement extended in scope and in geographical context (McCrudden, 2004).   

Indeed, the most striking application of set asides has been to nurture the development of ñminority 

businessesò (mainly African-American owned enterprises) in the USA; later the focus of these 

programmes expanded to include other minority groups (especially Hispanics) and women-owned 

businesses as well (Sonfield, 2010: 11). By the 1960s these programmes were extended ñto ensure that 

businesses owned by women would also secure a proportion of government contractsò (McCrudden, 

2004: 261). The core legislative thrust was designed ñto promote equality and social cohesion through a 

policy of óaffirmative actionô by having óset asidesô for socially and economically disadvantaged owners of 

small businessesò (Centre for Research in Ethnic Minority Entrepreneurship, 2007: 9). For Preuss (2011: 
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790) the focus of these programmes ñis to counteract social exclusion through support for women- and 

minority-owned enterprisesò. Indeed, in the USA the set aside was a ñtool to enhance the survival of small 

disadvantaged business enterprisesò (House-Soremekun, 2007).These set asides are of two basic forms: 

(1) asides which provide that a certain percent of government contracts be awarded to minority owned 

businesses; and (2) subcontract set asides which require that a certain share of a prime contractors fee 

be spent with minority enterprise contractors (Rice, 1991:114). In public procurement US public 

organizations were legally required to buy 25 percent of their goods and services from ódiverseô suppliers 

such as minority businesses. The underlying principle of equality of outcome in the USA informed these 

óaffirmative actionô policies, with the aim being to use set asides to compensate for past discrimination 

(Ram and Smallbone, 2003). 

Arguably, whilst the USA enjoys a long history of set aside programmes which can be traced back even 

as far as the 1930s (House-Soremekun, 2007: 20), the most important developments occurred in the 

1960s and 1970s. A landmark legislation was the Small Business Act which established what one 

observer calls ñthe famous 8 (a) program in 1969 which provided for the use of federal contracts to 

companies owned by óeconomically disadvantaged individualsô (House-Soremekun, 2007: 23). Set 

asides were widely deployed to assist the growth of minority business enterprises and subsequently for 

women-owned enterprises (Myers and Chan, 1996; Dilger, 2010). Although the US Competition in 

Contracting Act of 1984 requires ñfull and open competitionò for government procurement contracts, 

ñprocurement set asides are permissible competitive proceduresò (Dilger, 2010: 1). The set-aside restricts 

competition for a federal contract to specified contractors. It is pointed out that set-asides can be exclusive 

or partial, depending on whether the entire procurement or just part of it, is restricted (Dilger, 2010).  

In the USA the ósmall business set asideô is widely used to support market access for small business. It 

restricts or sets aside certain contracts exclusively for small business participation. The Small Business 

Set-Aside Program is one of the oldest initiatives set up to assist small businesses in the USA to win 

government contracts. The programme assures that small businesses are awarded a ófair proportionô of 

government contracts through reserving certain purchases exclusively for small business suppliers 

(House-Soremekun, 2007). An important determination in whether a contract will be set-aside for small 

enterprises is the ñrule of twoò. Under the US legislation on set-asides it is stated that certain purchases 

ñshall be set aside for small business unless the contracting officer determines there is not a reasonable 

expectation of obtaining offers from two or more responsible small business concerns that are competitive 
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in terms of market prices, quality, and deliveryò (Dilger, 2010). The Small Business Administration (SBA) 

is mandated to aid small businesses and to ensure that they receive a fair proportion of federal contracts. 

The US Congress established a 23 percent government goal of its roughly US $ 400 billion in annual 

contracts for the award to small businesses ñwith lower targets for businesses owned by women, disabled 

veterans and the economically disadvantagedò (Athey et al., 2011: 1). Each year the SBA negotiates 

target goals with each government department and agency; such goals may be higher or lower than 

national goals depending on the types of supplies and services the particular agency requires. In addition 

to federal contracts for set asides, ñmany state and local governments also set goals regarding small 

business or locally owned firmsò (Athey et al., 2011: 1).  

Overall, set asides are flexible tools widely used in the USA to support small businesses as a whole and 

for supporting specific targeted kinds of small business, such as minority-businesses and women-owned 

businesses (Bates, 2001; House-Soremekun, 2007). Much criticism, however, was directed at these 

public programmes, in particular at the application of federal government set-asides (LaNoue, 1992; 

Myers and Chan, 1996). Typically, these were styled as óreverse discriminationô, inherently inappropriate 

and illegal (Sonfield, 2010). Critics directed their attacks on the lack of ócapacityô of minority suppliers, the 

impacts of overly relaxed bidding procedures on the quality of supplies, allegations of ófavouritismô, the 

additional budgetary costs of procurement linked to minority suppliers, and encouragement of óevasive 

behaviourô, including fronting (Ram et al., 2002; Ram and Smallbone, 2003; Nakabayashi, 2009). 

Although their impacts are contested, several analysts praise these programmes emphasizing that they 

were ñnecessary to level the playing field and create opportunities for minority business creation and 

growthò (Sonfield, 2010: 12).  

Arguably, one consequence of preferential procurement was that new markets were opened up for 

minority enterprises which allowed them to diversify their activities away from the traditional focus on 

retail and personal services (Ram et al., 2002: 20). Nevertheless, the arguments against preferential 

procurement in the USA were sustained by legal developments in terms of increased scrutiny of set-

asides (Ram et al., 2002). This culminated in a US Supreme Court ruling in 1989 which required that 

public sector minority contracting programmes clearly demonstrate past and/or present discrimination 

and the application of a programme that was narrowly targeted only to benefit the victims of such past 

discrimination (Rice, 1991). After the laying down of these tough new legal standards for federal, state 

and local government minority assistance and set aside programmes, many state and local programmes 
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were re-evaluated and subsequently either halted or severely cut back (Sonfield, 2010). According to 

Preuss (2011: 790) some of these programmes were ñreinstated later in a modified formò  

Notwithstanding these cutbacks in set aside programmes in the USA the leveraging principle of public 

procurement to support disadvantaged groups has been extended and replicated in several other 

countries. In the United Kingdom during the 1960s legislation was introduced to support ethnic minority 

businesses (mainly by Asian immigrants) through public procurement (Ram and Smallbone, 2003). 

Loader (2018) identifies a continuing emphasis in the UK experience of applying public procurement 

policy to assist SMEs especially in the period 2010-2015. In Canada set-asides are used in certain 

government contracts with mandatory provisions for Aboriginal suppliers through an Aboriginal business 

procurement policy (Orser 2009). Instead of relying on procurement goals or targets which relate to small 

business sourcing, often from disadvantaged groups in Canada ñset-asides reserve certain purchases 

for competition only among a certain group of disadvantaged owners of SMEsò (Orser, 2009: iii).  

In Malaysia public procurement was strategically applied to assist the develop of native Malays 

(Bumiputeras) through according a margin of price preference over a reference price for government 

contracts (McCrudden, 2004). A 2006 law in Brazil grants set asides to small businesses and gives priority 

to small businesses on purchases under a cost limit of 80 000 reals (Timm, 2015).In India procurement 

rules stipulate that certain products are óset asideô and must be purchased exclusively from the small-

scale sector in order to support artisans and small-scale firms even if prices charged are up to 15% higher 

than those offered by competitors (McCrudden, 2004). During 2015 India enacted a policy that obliges 

state-owned enterprises and departments of central governments to source 20 % of goods and services 

from small enterprises (Timm, 2015). 

Overall, therefore, there is an extensive body of international evidence to support the use of public 

procurement and especially of óset-asidesô for certain categories of small enterprises. In the extant 

international literature, however, Hjalager (2002) pointed out that there has been almost no discussion of 

the application of public procurement to support specifically tourism businesses. This assessment made 

in the early 2000s remains valid nearly two decades later as no studies could be traced of analysis of 

leveraging state assets through public procurement to support particular categories of tourism 

enterprises. The next section turns to the South African record and broad debates about leveraging public 

procurement.    
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2.4. Leveraging Public Procurement in South Africa 

According to McCrudden (2004) in its changed policies relating to procurement post-1994 South Africa 

has borrowed extensively from the policy experience of Canada and Malaysia. Bolton (2006: 193) makes 

clear that prior to the democratic transition in 1994 the government procurement system in South Africa 

favoured large and established businesses and created an environment in which it was very difficult for 

small enterprises to enter the procurement system. Provision is made for the implementation of a policy 

of what is described as ñaffirmativeò or ñtargetedò procurement which is aimed ñat providing employment 

and business opportunities for marginalized individuals and communities ï referred to as ótarget groupsôò 

(Bolton, 2008a: 2). Since 2000, much progress has been made to establish a supportive policy and 

legislative environment for preferential procurement with the implementation of a number of policies 

beginning with the Preferential Procurement Policy Framework Act (2000) (Kaiser Associates, 2010: 2). 

One recent report concluded that ñSouth Africa could vamp up support to small businesses if it looked at 

setting aside certain types of procurement for SMEs, as a number of countries like South Korea, the US 

and Japan already doò (Timm, 2011: 43). Within government the possible use of set-asides has been 

under discussion for several years in South Africa. In 1994, a report was submitted on the contribution of 

ñemerging enterprisesò to both public and private sector procurement programmes. This report was 

authored jointly by the World Bank and a South African reference group on small business development 

convened by the Ministry of Trade and Industry (The Reference Group on Small Business Development 

and the World Bank, 1994). Accordingly, as far back as 1995, procurement reform began and focused 

on good governance in procurement and the attainment of socio-economic objectives through 

procurement, including SMME development (Herrington and Overmeyer, 2006: 7). In 1995, national 

government adopted a Ten Point Plan to furnish SMMEs with opportunities to participate in government 

procurement thereby offering ñnew markets for their goods and servicesò. This initiative was followed up 

in 1997 by Ntsikaôs production of a handbook of procurement guidelines for SMMEs and service providers 

relating to markets in the state sector (Ntsika, 1997).  

In 2005, following the presentation of the Integrated Small Enterprise Development Strategy, the official 

framework for small business development policy in South Africa, Cabinet proposed that government 

implement a procurement programme that gave effect to the procurement of specified 10 products from 

all government departments and state agencies (Department of Trade and Industry, 2006). Cabinet 

proposed that the DTI jointly with National Treasury identify the ten products to be recommended as 
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suitable for this programme and further prepare recommendations on procurement, reporting and 

monitoring measures designed to ensure that proper guidelines are in place for implementation of this 

programme as a government wide strategy to expand market access to SMMEs utilizing government 

procurement opportunities (DTI, no date). A DTI-National Treasury Task Team completed an analysis of 

government procurement trends using a sample of departments and government procurement related 

research material. The outcome was the identification of ten products for government procurement from 

small enterprises which was presented in a Cabinet memorandum which was approved by Cabinet in 

November 2007.  

Under the approved ñTen Products Initiativeò government would only procure certain products from 

(black) SMMEs. The Government Preferential Procurement for Small Enterprise Products and Services 

isolated ten product and service categories to be supplied by SMMEs (Kaiser Associates, 2010). The ten 

identified product categories considered as targets for SMMEs were advertising, media and 

communication; interior and exterior cleaning services and cleaning product supplies; clothing and 

textiles; computer equipment and consumable supplies; interior and exterior furniture and décor; events 

coordination and management; maintenance and repairs, construction, office space, furniture and vehicle 

body works; travel coordination and shuttle services; food perishable supplies (catering); and, stationary 

supplies and printing (Kaiser Associates, 2010). Implementation of this initiative, however, was stalled 

such that whilst government was encouraging (and increasingly compelling) the private sector through 

B-BBEE codes to expand linkages with black-owned enterprises it has not been practicing this in its own 

direct procurement.  

Notwithstanding a subsequent Cabinet resolution on 10 targeted goods and services which were 

designated for procurement by SMMEs in all public sector procurement activities, by 2012 this resolution 

had not been implemented. In terms of reasons for the lack of implementation, Timm (2011: 46) reported 

that National Treasury ñprobably shares the concern that many other governments around the world have 

with set-asides, namely that putting in place set-asides will result in inflating the costs of procurementò. 

In interviews with officials from National Treasury, however, it was made clear that their core objections 

with set-asides and the 10-product targeted procurement plan relate to the ñunconstitutionalò nature of 

set-asides (Rogerson, 2013b). The grounds for the ñunconstitutional natureò of set-asides relate 

specifically to an interpretation made by the Office of the Chief State Law Adviser dated 20 September 

2005. which concerns the Preferential Procurement Framework Act No. 5 of 2000 and specifically to 
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interpretation of Section 217 of the Constitution which stresses the principles of transparency, fairness 

and competitiveness consistent with international best practice. It is ironic that the legal determination 

which blocked market access and implementation of the 10 products targeted procurement set-aside for 

small businesses was based on a legal opinion that it would be unconstitutional to exclude ówhite 

tenderersô to bid in a tender process (Rogerson, 2013b).  

As is made clear by Mesatywa (2011) the strength of National Treasury in inter-departmental decision-

making around procurement policy is extremely powerful. The practice is that ñorgans of the state follow 

National Treasury prescriptsò with the consequence that the BBBEE Act has largely been unused in state 

procurement (Mesatywa, 2011: 9). Current support directions were linked therefore to the implementation 

of the Preferential Procurement Act which gives ñpreferenceò in tenders to black suppliers. Other 

initiatives surrounded establishment of a National Procurement Portal. The intention of this initiative is to 

address poor access to markets by creating a platform which will host all procurement/tender 

opportunities of government departments (Breytenbach, 2011). In addition, it would do the following. First, 

is to improve information accessibility on opportunities to suppliers, and information to buyers so as to 

increase the participation of small enterprises in public sector tendering and in requests for quotation. 

Second, is to streamline procurement processes in order to reduce administrative burden for SMMEs. 

Three, is support for collaboration between the public and private sector on information on opportunities. 

Four, is to enhance adherence to timings/deadlines on contract advertisement, award, delivery and 

payment cycles. Last, is to strengthen information access and transparency of government procurement 

processes (Breytenbach, 2011). 

Overall, however, it is pointed out that whilst the national government in South Africa is the champion of 

BBBEE policy as well as SMME development and the largest procurer of goods and services in the 

country, examination of its own procurement spend and procedures suggests that it is not ñwalking the 

talkò because it is not supporting its own policies by its practices (Herrington and Overmeyer, 2006: 25). 

Critically, it is revealed that government spending not only has been insufficient on preferential 

procurement but also and most especially so in respect of its contribution to (black) small enterprise 

development. Further criticism can be directed at national government for raising expectations that 

market access for SMMEs through governmentôs own initiatives would be improved but then failing to 

implement promised policies and procedures that already were announced. One recent detailed report 

on public procurement in South Africa contains several critical policy findings relating to SMMEs (Kaiser 
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Associates, 2010). First, it is concluded that as a consequence of definitional problems with SMMEs and 

weak data gathering processes ñit is not possible to develop a full picture of public procurement from 

SMMEs in South Africaò (Kaiser Associates, 2010: i). Second, few organs of government actually set 

targets for procurement from SMMEs and even in cases where targets are set, often they are only for a 

subset of procurement opportunities. Three, whilst preferential procurement by state departments 

supports SMMEs, including through information sharing and early payment cycles, there are missed 

opportunities where centralized (as opposed to decentralized) procurement systems exist as these 

preclude the supply of large contracts to SMMEs.  

Four, criticism is levelled at the fact that seemingly there is no mechanism that link together and integrate 

different types of government support for SMMEs with market access to procurement opportunities. 

Although it is evident SMMEs attach importance to government support programmes targeted at their 

development, considerable gaps in support structures exist and there is a mismatch between existing 

programmes and the actual needs of SMMEs (Kaiser Associates, 2010: v). Five, data on precise value 

and number of contracts obtained by SMMEs is unavailable as existing government management 

information systems lack cohesion and are uncoordinated (Kaiser Associates, 2010). For example, there 

is ñno common system for data collection and management as well as lack of functionality in data 

capturing systems due to various levels of technical capacityò (Kaiser Associates, 2010: 85). Six, 

opportunities are identified for the expansion of public procurement from SMMEs particularly in those 

goods and services that can be procured in small quantities (food and beverages), products that do not 

demand high skills, technology or capital input (gardening, maintenance repairs), products that do not 

constitute a high risk to buyers (office supplies, stationary) and rural/highly localized services where 

products currently are not locally supplied because of scale considerations (Kaiser Associates, 2010). 

Seven, concern is expressed that the current direction of ñpreferential procurement legislation is shifting 

toward BBBEE enterprises, and away from SMMEsò (Kaiser Associates, 2010: 9).  

As a whole, this shift was reflected in the emphasis given to BBBEE points in the procurement regulations 

which were gazetted in June 2011 which sought to align the BBBEE policy with the Public Procurement 

Policy Framework Act (Mesatywa, 2011). From the perspective of National Treasury, the outcome of 

these regulations was that public procurement in South Africa must be directed by preferences to be 

given to SMMEs rather than through use of set-asides. The danger remains, however, that the benefits 
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of this preference would be captured by larger black-owned enterprises rather than the actual target 

group of SMMEs.  

In supporting a greater impact of public procurement upon SMME development, endorsement was given 

to several recommendations offered by Kaiser Associates (2010: 126-135). It was recommended that 

national government address and improve the existing uncoordinated information management systems 

for monitoring and supporting procurement processes. In addition, it was recommended that support be 

provided for state organs to better assess and target appropriate levels of SMME procurement and 

structure procurement appropriately (i.e. assess and target procurement; structure contracts 

appropriately; improve definitions of SMMEs; shorter payment cycles; raise commitment of supply chain 

managers to SMMEs). Further it was recommended that national government evolve tools for supporting 

effective supplier development programmes (improve quality of advice and mentoring, coordinate across 

these programmes). One final recommendation relating to public procurement concerned the non-

implementation of commitments made to support the opening of market opportunities through public 

procurement. Accordingly, it was recommended that National Treasury and DTI should commit to 

implementation of the Government Preferential Procurement for Small Enterprise Products and Services 

Cabinet resolution on 10 targeted (commodities) goods and services designated for procurement by 

SMMEs in all public sector procurement activities. 

A new chapter opened in 2011 with the publication of the revised Preferential Procurement Regulations. 

According to the National Treasury (2017) this was influenced by the need to provide a mechanism to 

empower through procurement certain defined categories of SMMEs also classified as EMEs or QSEs, 

Cooperatives, Townships and Rural enterprises. The backdrop was that this was an outcome of social 

dialogue on the New Growth Path wherein government and social partners signed a Local Procurement 

Accord on 31 October 2011 which solidified a government commitment to leverage public procurement. 

The 2011 revised regulations were aligned also to the pronouncements made in the 2015 State of the 

Nation Address made by President Zuma (National Treasury, 2017). Specifically, it was announced that 

government would óset-asideô 30 % of state procurement for certain defined categories of state 

enterprises (Timm, 2015; Bolton, 2016). As a consequence, the National Treasury began an engagement 

process with the Department of Small Business Development to craft a ópractice noteô governing set 

asides and thus reverse its previous block on DTI initiatives which sought to ensure that the state buy 85 

% of the 10 designated categories of goods and services from small businesses (Timm, 2015). In 
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February 2015, the National Treasury published a procurement review document which signaled its 

potential greater acceptance of the use of set asides. It stated that measures to promote preference and 

socio-economic transformation ñwould be conditional on these being able to keep cost premiums to a 

minimum and being aligned to Section 217 (1) of the constitutionò which reads state procurement is 

conditional on a system that is ñfair, equitable, transparent, competitive and cost-effectiveò (Timm, 2015). 

The World Bank (2018: 69) cautions that for South Africa the absence of sunset clauses in the set aside 

legislation means that ñfirms may never achieve competitive levels outside of government procurementò 

and thus might ñremain dependent on government at the expense of the taxpayerò. It was reported that 

substantial lobbying pressure was brought by the Black Business Council for National Treasury to drop 

its opposition to set asides and further amend the regulations in the Preferential Procurement Policy 

(Ntingi, 2016). 

On 20 January 2017, the National Treasury gazetted the revised Preferential Procurement Regulations 

making these the second round of revisions since their initial promulgation in 2001 (National Treasury, 

2017). The new measures were informed by the ongoing narrative concerning inclusive growth. 

According to Minister Pravin Gordhan the measures were applied ñto use public procurement as a lever 

to promote socio-economic transformation, empowerment of small enterprises, rural and township 

enterprises, designated groups and promotion of local industrial developmentò (National Treasury, 2017). 

According to the World Bank (2018: 71) the revised public procurement regulations which will establish 

the Office of the Chief Procurement Officer aim ñto provide for an agile system of preference that will 

support socioeconomic transformationò. The revised regulations include the provision that organs of the 

state be required ñto identify tenders, where it is feasible, to sub-contract a minimum of 30% of the value 

of the contract for contracts above R30 millionò for supporting SMME development (National Treasury, 

2017). More specifically, the legislation is directly targeted to those categories of SMMEs as defined in 

terms of the Broad-Based Black Economic Empowerment as either Exempt Micro Enterprises (EMEs) or 

Qualifying Small Enterprises (QSEs)1 (National Treasury, 2017). The specific details are that a tenderer 

must subcontract a minimum of 30% of the value of the contract to: 

(a) an EME or QSE; 

                                                      

1 In terms of BBBEE legislation EMEs are the smallest entities with an annual turnover of R10 million or less. 

QSEs are those with an annual turnover of between R10 million and R50 million. Beyond these two categories 

are Generic Enterprises or GENs which are the largest enterprises with an annual turnover exceeding R50 million. 
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(b) an EME or QSE which is at least 51% owned by black people; 

(c) an EME or QSE which is at least 51% owned by black people who are youth; 

(d) an EME or QSE which is at least 51% owned by black people who are women; 

(e) an EME or QSE which is at least 51% owned by black people with disabilities; 

(f) an EME or QSE which is at least 51% owned by black people living in rural or underdeveloped 

areas or townships; 

(g) a cooperative which is at least 51% owned by black people; 

(h) an EME or QSE which is at least 51% owned by black people who are military veterans; or 

(i) more than one of the categories referred to in paragraphs (a) to (h) (National Treasury, 2017). 

In the framework agreement of the 2018 Presidential Jobs Summit the leveraging of public procurement 

was isolated as critical for SMME development. It was stated that whilst ñsome progress has been made 

in leveraging Government procurement for SMME growth, much more still needs to be done to achieve 

the maximum impact of this policyò (Republic of South Africa, 2018: 46). Key areas for policy attention 

include increasing awareness campaigns targeted at procurement officials to ensure implementation of 

the policy and strengthening the reporting and monitoring of information in order to enable the improved 

and effective tracking of the 30 percent set aside (Republic of South Africa, 2018). During 2018 the 

National Treasury recorded the abuse in certain provinces and municipalities of the requirement that 30 

percent of public procurement contracts be subcontracted to designated groups in terms of the 2017 

Preferential Procurement Regulations. It was alleged ñthat some people are now demanding that they, 

instead, be paid in cash 30% of the value of each contract awarded in these provinces and municipalitiesò 

and failing that payment ñthey threaten contractors, interrupt or stop the implementation of projectsò 

(National Treasury, 2018: 1).  

In addition, the National Treasury draws attention also to certain practices in terms of procurement 

preferences that are not provided for in terms of the existing regulatory framework. Of note in particular, 

is that existing regulations seemingly do not permit geographical area preferences. The National Treasury 

(2018: 1) states that irregular practices include ñthe ring fencing of procurement for service providers and 

suppliers who live within certain geographical areasò. It is made clear that government funds ñspent on 

tenders awarded in this manner will be classed as irregular expenditure since they do not comply with 

the Supply Chain Management and Preferential Procurement Provisions and prescriptsò (National 

Treasury, 2018: 1).     
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The 2017 Preferential Procurement Regulations were introduced as a temporary measure and will be 

superseded by the new Public Procurement Bill which was due to be ready in late 2018. From the 

perspective of the World Bank (2018: 91) the existing procurement policy framework exhibits ñvery 

complex overlapping objectivesò which ñare often competing, and they remain difficult to implement and 

measureò. The forthcoming Bill is set to repeal the Preferential Procurement Policy Framework Act in its 

entirety. For the National Treasury (2018) the Bill will consolidate various laws which currently deal with 

procurement and enable government to more effectively use public procurement as a strategic lever for 

inclusive growth objectives (Ensor, 2018). According to the Department of Small Business Development 

(2018b: 15) once it is enacted this ñwill be the single national regulatory framework for public procurementò 

in South Africa. Potentially, according to national Treasury, the bill ñwill give provinces the flexibility to 

determine their own transformation and empowerment strategies and programmes based on their local 

economic development needs within the broader national frameworkò (Ensor, 2018: 1). 

It is within this radically changed context of regulations surrounding preferential public procurement in 

South Africa that in May 2017 the (then) Minister of Tourism Tokozile Xasa announced that as part of 

initiatives for inclusive tourism that the Department would ówalk the talkô and promote black entrepreneurs 

through its own procurement budget. Additionally, it was announced at the same time that state-owned 

assets and properties would be leveraged to support tourism SMMEs for inclusive tourism (Ensor, 2017). 

This announcement further underlines the significance of this research project undertaken by the 

University of Johannesburg.         

Over the two past decades, the national government has introduced a range of initiatives to deepen 

SMME development in tourism, wider objectives of transformation and of inclusive growth in tourism 

(Rogerson, 2008b). These programs include the activities of the Tourism Enterprise Programme (TEP) 

(Rogerson, 2007, 2008c, 2013a); the Tourism Support Programme (TSP) (Van Wyngaardt, 2012; Dludla, 

2014); community-based projects, as part of strategic planning for inclusive growth (Ensor, 2017); and 

assistance for the establishment or operations of tourism business incubators (Rogerson, 2017). While 

the impact of these initiatives remains to be evaluated, there is growing interest by the NDT to 

complement these supply-side initiatives with a suite of demand-driven interventions. A significant facet 

of fresh policy thinking in line with this is the consideration of the potential to leverage state-owned assets 

for tourism development and in particular for SMME upgrading (Ensor, 2017). This topic of leveraging 

state assets for tourism development was identified by the NDT as one issue of concern for the National 
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Tourism Research Agenda (Department of Tourism, 2018). It is against this backdrop that in response to 

a call for proposals by the National Department of Tourism, this document sets out a proposed research 

project which aims to examine the potential for leveraging the state assets ï national and sub-national 

tiers ï for a demand-driven approach for enhanced support and promotion of tourism SMMEs which are 

owned or operated by black South Africans. This policy focus is in alignment with government objectives 

for transformation and social inclusion in the tourism sector. 
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3. STUDY PHASES 

The project undertaken in collaboration with the University of Johannesburg focused on leveraging state-

owned tourism assets for local black-owned SMME development consists now of two phases. The first 

phase was completed during 2018 and involved two different kinds of investigation. The first investigation 

focused on óthe jewels in the crownô in terms of state-owned assets, namely the countryôs network of 

protected areas ï operated both by South African National Parks (SANParks) and a range of provincial 

agencies - which are the axis for nature-based tourism. One example of a large state-owned asset, that 

of the Pilanesberg National Park located in the North West Province was examined in phase one. The 

second type of investigation was a locality study and involved an examination of the range of different 

assets that fall under the responsibility of local municipalities. The locality study undertaken was of the 

Overstrand Local Municipality located in the Western Cape Province.  

During the second phase of the project, parallel investigations were undertaken to those completed in 

phase one.  Another example of a large state-owned asset linked to nature-based tourism, namely Addo 

Elephant National Park, located in the Eastern Cape Province, was interrogated in terms of questions of 

leveraging for Black SMME development. In addition, a second locality study was undertaken (also based 

in the Eastern Cape Province) and focused on King Sabata Dalindyebo Municipality. Finally, also as part 

of phase two, a thematic study was undertaken on the chequered development and potential of municipal 

resorts, caravan parks and camping. This particular study encompassed a national focus with select case 

studies. As background to discussing the research sites and work undertaken in phase 2 of this 

investigation the next section provides an overview of the key findings that emerged from phase 1 of this 

project. 

3.1. Summary of Key Findings from Phase One 

A major policy challenge in South Africa is for achieving greater óinclusionô in the tourism sector and 

especially the provision of opportunities for formerly disadvantaged communities to benefit from the 

sectorôs growth. The National Tourism Sector Strategy (NTSS) calls for a broadening of the economic 

beneficiaries of tourism development and in particular calls for programmes to attract more black 

entrepreneurs into the tourism sector and to own and operate tourism black-owned SMMEs. One aspect 

of transformation and for expanding inclusivity in South Africaôs tourism economy is through the promotion 

of SMME development and especially of new entrepreneurship opportunities for Black-owned SMMEs. 

This can include both direct involvement of black entrepreneurs in tourism or of encouraging preferential 
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usage of Black owned suppliers and the inclusion of SMMEs within supply chains. Overall, the challenge 

of inclusive tourism requires that greater benefits flow to local (black) communities as well as other groups 

(especially women and the disabled) that formerly remained largely outside of the mainstream of the 

countryôs tourism economy. This said, a 2018 report issued by the Department of Tourism concerning 

the state of transformation in the South African tourism sector suggested that the pace of change is óslowô 

and óconcerningô. 

Since 2000, national government has introduced or supported a range of initiatives to deepen specifically 

SMME development in tourism sector, to support wider objectives of transformation and of inclusive 

growth in tourism. These interventions have been geared to address the particular challenges and needs 

of SMMEs in the tourism sector. Of particular note has been the activities of the Tourism Enterprise 

Partnership (formerly the Tourism Enterprise Programme) which provided SMMEs with skills 

development, market access and business support advice. More recent interventions have included the 

Tourism Support Programme (TSP), a Department of Trade and Industry (DTI) financing initiative which 

was a sub-programme of the Enterprise Investment Programme launched in 2008. In addition, the 

Department of Tourism launched its own dedicated SMME support programmes as part of the greater 

objective of the revised NTSS for 2016-2026 with the goal of ensuring the sustainable development and 

growth of tourism enterprises that facilitates inclusive participation, job creation as well as strengthening 

the competitiveness of tourism destinations. The programme accords acknowledgement that ñeffective 

enterprise supportò would allow for the development of ñblack tourism related businessesò. Under the 

Departmentôs Tourism Enterprise Development Programme, there are several focal areas including 

market access, supplier development, mentorship and coaching, training and development, an 

information portal, and incubation. Other innovative programme interventions include assistance for the 

establishment or operations of tourism business incubators. 

The impact of this raft of recent policy initiatives on SMME development in tourism remains to be 

evaluated. However, it is observed that the majority of these existing initiatives are supply-side 

interventions aimed to enhance support for tourism black-owned SMMEs. Recently, the Department of 

Tourism has been concerned to complement these supply-side support interventions with a suite of 

demand-side initiatives. One significant facet of fresh policy thinking towards demand-side interventions 

is to leverage the potential of state-owned assets for tourism development and in particular for SMME 

upgrading. A first step towards achieving this objective has been the undertaking of a national audit of 
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such state-owned assets. The Department of tourism engaged with stakeholders and compiled a partial 

list of state-owned assets in terms of state-owned land, lodges and attractions. These assets include 

those of national and provincial government as well as an array of municipal assets. Arguably, the most 

significant of these assets include those of SANParks, North West Parks and Cape Nature. In addition, 

one must not overlook the large number of often smaller municipal assets which can include local nature 

reserves, accommodation complexes, campsites, caravan parks and even a number of lighthouses. The 

maximisation of these municipal assets can be potentially critical vehicles for assisting tourism-led Local 

Economic Development particularly in many small towns. 

The question of leveraging state-owned assets for tourism development was identified by the Department 

as a focus for research in the National Tourism Research Agenda.  The Department in collaboration with 

the University of Johannesburg is undertaking a two (2)-year research project to examine the potential 

for leveraging the state-owned assets for a demand-driven approach for inclusive tourism. that enhances 

support and promotion of tourism black-owned SMMEs which are owned or operated by black South 

Africans. This policy focus is in alignment with government objectives for transformation and social 

inclusion in the tourism sector. The research project involves conducting a number of investigations about 

the challenge of maximizing state-owned assets in relation to different forms of state-owned assets and 

by different levels of government. In year one of this project, studies were undertaken on the leveraging 

of state-owned assets in terms of the Pilanesberg National Park in North West province and at the 

municipal level the leveraging of assets for potential tourism development in the Overstrand Local 

Municipality, Western Cape Province.  

For the North-West study, the economy of the survey area ï The Pilanesberg National Park ï is 

predominantly driven by tourism and mining, both of which are dominated by the private sector. However, 

the local economy seems only to benefit from these sectors via the channel of jobs created for individuals 

by the big companies who dominate these sectors. SMMEs are largely left out from the value-added 

chain of these bigger companies who choose bigger suppliers, usually outside the locale, in their supply 

chain. The Black-owned SMMEs surveyed in the area in this study provide over 750 jobs to the local 

economy, excluding their own employment (i.e., total jobs injected into the local economy would be over 

900 employment spaces). The SMME economy is, however, primarily sustained by small-scale 

transactions by local residents with very limited interactions with government establishments and the 

larger firms in the private sector. 
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This points to the disconnect between the proposed policies of the North West Parks Board (NWPB) to 

facilitate local SMME development and the actual procurement procedures of facilities located within the 

Pilanesberg National Park. One of the primary reasons for this is the ownership and management 

structure of the NWPB. All lodges, visitor centres and restaurants which operate in North West Parks are 

managed by private companies. In addition, many are also owned by private companies which have long-

term leases. The reasoning behind this is likely due to the relative poverty of the province and the need 

for private investment for tourism development in the area. The province has two major wildlife parks, 

Pilanesberg and Madikwe, but with limited resources to develop their own infrastructure for tourism. 

Therefore, they have created long-term leases with private companies (including some large hotel 

groups) on the property for the management companies to build and develop their own infrastructure. 

These larger hotel chains, private owners and management companies are not governed by NWPB 

procurement policies and the NPWB has no influence or control over the procurement processes of these 

entities. Therefore, aside from minor procurement and a couple of major projects overseen by the park 

itself, there is little the NWPB and the government can do to increase local black-owned SMME 

development.  

Overall, in the case of the Pilanesberg National Park, one of the key issues is that there do not appear to 

be many local black-owned businesses which are primed-ready to enter the tourism supply chain of the 

government and larger private organisations. Furthermore, there appear to be issues related to capacity 

for small black-owned businesses who could potentially feed into the tourism supply chain. With these 

local businesses, there is also a sense of apathy towards engaging with the government, mostly 

stemming from a lack of awareness and information on how to go about such engagements, and from a 

distrust in the government. These small businesses feel neglected by the government and indicated that 

no matter what they do, the government favours larger businesses for contracts. Many of the black SMME 

owners complained about not having access to the lodges and tourism attractions around to establish 

business linkages. The leading reason cited is a lack of information on the entire tender/contract process, 

beginning with information/knowledge of what tenders are, and extending to the process of applying and 

requirements of the application process. It also emerged that most businesses do not take advantage of 

business support opportunities and services which are made available by the government and the private 

sector. The reasons stated by them for this is lack of time (about 25% of respondents) and lack of 

information/interest (about 40% of respondents). The Pilanesberg study concluded with 
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recommendations for improving infrastructure geared towards better communication and dissemination 

of information, better streamlined tender process to allow access for SMMEs and addressing the 

gendered nature of the black-owned SMME environment in the Pilanesberg area by increased female 

empowerment and engagement in SMME development. 

In the municipal study of Overstrand, different issues and challenges emerged in terms of leveraging 

state-owned assets for tourism development and more especially for greater economic inclusion. It was 

shown that the existing ownership structure of the Overstrand tourism economy is massively under the 

dominance of white entrepreneurs and the local tourism economy cannot be described as inclusive. 

Nevertheless, the Overstrand municipality has a significant basket of municipal assets which can be 

leveraged for tourism development, including for the potential benefit of entrepreneurs from 

disadvantaged communities. This said, the evidence is clear that these assets are underperforming for 

the local tourism economy for several reasons. These include (1) lack of entrepreneurialism of the 

Council, (2) bureaucratic delays and red tape surrounding approval of development projects, (3) seeming 

lack of understanding by Council of the real potential of these assets for tourism, and (4) major divisions 

and conflict within the local black and coloured communities which have repeatedly thwarted the progress 

or launch of several carefully crafted project proposals which would have offered local benefits including 

for local tourism entrepreneurs. In terms of the need for expanding inclusivity in Overstrand tourism, the 

above factors need to be understood as the core underpinnings for the slow pace of transformation and 

inclusion. In several respects, the key findings from Overstrand appeared to confirm those from the limited 

research undertaken in East London which demonstrated that municipal assets as a whole are poorly 

used for tourism development in that municipality.  

Beyond direct involvement in tourism, there are a small number of opportunities which arise for emerging 

black entrepreneurs to engage as suppliers linked to municipal assets but, as yet, these provide only 

limited opportunities for the growth of black-owned businesses. In order to maximise such opportunities, 

interventions are required in terms of supplier development as indicated in the Department of Tourismôs 

Enterprise Development Programme. The key conclusion is that ï at least in the case of the Overstrand 

- procurement processes around state-owned assets in tourism are of minor significance for Black-owned 

SMME development in tourism.  Indeed, the analysis revealed that, in many respects, the focus on 

procurement processes is a sideshow or distraction. More significant for advancing economic inclusion 

is to unblock the constraints around the maximisation of municipal assets for further tourism development 
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in the Overstrand as shown by the historical catalogue of missed opportunities. Arguably, these missed 

opportunities have including many with real potential for expanding the business involvement of 

entrepreneurs from marginalised communities.  

Certain preliminary recommendations emerge from the Overstrand research regarding the potential 

leveraging of municipal assets. First, there is an urgent need to heighten the awareness of all local 

municipalities to potential opportunities for using municipal assets to promote tourism. At the outset, this 

requires that municipalities publish an audit of municipal assets where these either incomplete or are 

unavailable it is recommended that they be provided for addition to the Department of Tourismôs 

database. Second, for maximising municipal assets for tourism requires at the local level it is 

recommended that there be a more active involvement of all tourism stakeholders, including the private 

sector. For local communities, it requires awareness campaigns, effective training, and exchange of best 

practices between municipalities. Three, the results from the Overstrand revealed the need for 

municipalities to change the mindset from one of simply managing municipal assets to instead seek to 

maximise their potential for the local economy. In order for this shift to occur, it was recommended that 

workshops be organised by national and provincial governments in order to educate local government 

departments how to integrate tourism activities more comprehensively into local economic development 

planning.            

3.2. Overview of the Phase Two Research 

This section first describes the research case studies investigated in phase two and then discusses the 

research methods used. The research methods applied parallel closely those with phase oneôs study, 

allowing for comparison of findings.  

3.2.1. Addo Elephant National Park 

As a follow-up to the study of the Pilanesberg National Park, the UJ research team chose to undertake a 

similar study on the Addo Elephant National Park (AENP) using the same methodology as was used in 

Pilanesberg. The AENP is located in the Sundayôs River Valley Local Municipality, which is part of the 

Sarah Baartman District Municipality in the Eastern Cape Province. It is in close proximity to Nelson 

Mandela Bay Metropolitan Area, particularly the city of Port Elizabeth (Nelson Mandela Bay Tourism, 

2019). It was first established in 1939 as a protected area for the rapidly declining African elephant 

population (Carruthers, 2008). It has since expanded, covering the Zurrburg Mountain Protected area 
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and further to encompass the Wood Cape Nature Reserve to form the Greater Addo Elephant National 

Park. The Woody Cape Section borders the Indian Ocean and includes a marine protected area. Within 

this marine protected area is Bird Island which houses some of the largest marine bird populations, 

particularly the African Penguin and the Cape Gannet (SANParks, 2019). Addo Elephant National Park 

is currently 1,640km2, making it the third largest national park in South Africa (SANParks, 2019). It is also 

in a strategic tourist location, as many international tourists will travel the route between Cape Town and 

Port Elizabeth to experience the famed Garden Route. 

The purpose of including Addo Elephant National Park is to expand the study of a single large state-

owned asset within the context of public procurement. Addo Elephant National Park was chosen for a 

number of reasons. Firstly, this extends the Pilanesberg study to a different geographic region, the 

Eastern Cape, which although being one of the countryôs poorest province, has heavily emphasised 

tourism development (NMBT, 2019). In addition, nature-based tourism is one of the primary drivers of 

tourism in the region (Giddy & Webb, 2016). The park also contains a number of state-owned tourism 

assets which vary significantly.  

Although similar to the Pilanesberg case study, the primary assets include lodges, Addo has a wide range 

of accommodation offerings and other facilities, such as a restaurant, visitors centre and two established 

camps. Therefore, a wider range of assets can be assessed in this case study (SANParks, 2018). Addo 

is also run by the national governing body, SANParks, which differs from the Pilanesberg which is 

operated by provincial government (the North West Parks Board). This allows an investigation into the 

different dynamics of public procurement within a tourism environment based on the level of government 

which oversees the asset. Addo also presents a useful case study as it is located in a region which 

produces a significant amount of agriculture (Munro, Fraser, Snowball & Pahlow, 2016). This is in sharp 

contrast to the Pilanesberg, where it was discovered that little primary activity takes place which could 

feed into tourism supply chains. Therefore, the UJ research team anticipate more potential suppliers in 

the local area surrounding Addo through agriculture-tourism linkages. Finally, despite being a major 

tourism asset within the country, Addo is a relatively understudied park, within the broader academic 

literature, from a tourism perspective (Boshoff, Landman, Kerley, Bradfield, 2007).  

3.2.2. King Sabata Dalindyebo Municipality 
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The King Sabata Dalindyebo Municipality (KSD) is part of the O.R. Tambo District in Eastern Cape. It is 

the largest of the five (5) municipalities that comprise O.R. Tambo and accounts for a quarter of its 

geographical area. The KSD municipality comprises a major section of what was the former Transkei 

Bantustan and thus presents a markedly different locality case study to that of the Overstrand Local 

Municipality. The municipality was formed in 2000 before the local government elections as a result of 

the merger of the Mqanduli and Mthatha Transitional and Rural Councils. The majority of the population 

resides in rural settlements; the two largest centres are Mqanduli and Mthatha. The KSD Municipality 

also incorporates a small section of the Wild Coast as the mandate of the municipality stretches to include 

the coastal tourism hub of Coffee Bay.  

In terms of local development, this municipality was negatively impacted by 1994 democratic transition 

and the óre-incorporationô of Transkei into South Africa. Umtata lost its status as a preferred ógrowth pointô 

for decentralisation of manufacturing in terms of changes in location incentives. In addition, it lost also its 

former capital city function and later suffered further misfortune in the decision to locate the function of 

provincial capital of Eastern Cape at Bisho. The townôs local economy is dominated by community 

services, finance and trade. Considerable interest though surrounds the possibilities for tourism 

development in KSD Municipality particularly as it is the birthplace of Nelson Mandela and as a result, a 

number of heritage developments have been instituted, the most important being the Nelson Mandela 

Museum in Mthatha and the museum at Qunu. At the coastal centre of Coffee Bay, the tourism focus is 

on the areaôs natural scenic beauty which has resulted in the development of a leisure tourism economy 

an important component of which is International backpacker tourism. 

In terms of the investigation, the KSD municipality has a range of municipal assets that offer the potential 

for tourism development. These include dams, visitor centres, small nature reserves in the surrounds of 

Mthatha and the beaches and Hole in the Wall natural attractions in the environs of Coffee Bay.     

3.2.3. Municipal Resorts, Caravans and Camping 

An analysis conducted for the most common types of municipal assets using the Department of Tourism 

database reveals a large number of municipal resorts which link to caravanning and camping. Although 

the analysis was based only on the available data for Western and Eastern Cape, it is evident that 

throughout South Africa there exist a substantial number of such resorts which remain under municipal 

control.  
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The development of these resorts has a chequered history which goes back to the late 19th century and 

the establishment of Badplaas at the mineral hot springs. The period of the 1960s witnessed a surge of 

municipal resorts which were promoted by Provincial Administrations as a vehicle for extending leisure 

opportunities to domestic (mainly White) tourists. Many of these resorts were collectively managed as 

Overvaal Resorts which subsequently became Aventura resorts. With democratic transition moves to 

privatisation, there occurred the sell-off of a number of these state-owned resorts which were taken into 

the ownership of Forever Resorts, a private American based leisure company. Notwithstanding the 

privatisation of Aventura and the emergence of Forever Resorts, there remain a considerable number of 

resorts that provide leisure facilities, including for camping/caravans, throughout the country. The extent 

to which these resorts are maximised for tourism development and extending opportunities for Black-

owned SMME development is the focus of this third investigation to be undertaken in phase two. This 

thematic study represents essentially a pilot study that could be applied to similar common municipal 

assets such as those relating to heritage and conference centres, both of which are widespread forms of 

municipal assets that might be leveraged for tourism development and Black-owned SMME involvement.       

3.2.4. Methods 

The methods employed in phase two (2) of the study are almost an exact replica of those implemented 

in phase one (1). Below is a brief overview of the methodological approaches which will be undertaken 

for the various case studies included in phase two (Table 1). 

Table 1: Summary of Different Case Studies and Research Approaches 
Type of 
Asset(s) 

Phase One 
Case Study 

Phase Two Case 
Study 

Methods Employed 

Large Nature-
based 
Tourism Asset 

Pilanesberg 
National Park 

Addo Elephant 
National Park 

Mixed-method Approach 
- Interview with key stakeholders including the park 

manager and park facilities manager of Addo Elephant 
National Park. Also, possibly someone who oversee 
procurement for SANParks 

- Interviews with general manager and/or facilities 
manager(s) for facilities found within the Addo 
Elephant National Park 

- Interview with a selection of Black-owned SMME 
owners, both those who are currently involved in the 
tourism supply chain and those who have the potential 
to be involved in the tourism supply chain 

- Questionnaires distributed to local Black-owned 
SMMEs 

Locality Study Overstrand 
Local 
Municipality 

King Sabata 
Dalindyebo Local 
Municipality 

Use of documentary sources and qualitative interviews. 
- Interviews with key municipal stakeholders relating to 

Local Economic Development (LED), tourism 
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development (Including the museum) and municipal 
assets 

- Interviews with existing Black tourism entrepreneurs 
both in accommodation and tour services on 
development and their business challenges (NB this 
locality has a substantial number of tourism black-
owned SMMEs which is markedly different to the 
Overstrand research). 

- Quantitative Analysis of IHS Global Insight data on 
tourism economy  

- Documentary sources, IDP, tourism plans etc.  

Thematic 
Study 

N/A Municipal Resorts 
and Caravan 
Parks 

Use of documentary sources and qualitative interviews. 
- Documentary sources include historical material on 

municipal resorts sourced through National Library in 
Cape Town and archival depots. 

- Planning reports on contemporary municipal resort 
planning and operations. 

- Interviews with select municipalities on the state of 
management and operations of existing resorts and 
potential for leveraging  
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4. THE LARGE STATE ASSET STUDY: ADDO ELEPHANT NATIONAL PARK (AENP) 

This section presents findings on the study of a large state-owned tourism asset, namely that of the Addo 

Elephant National Park (AENP), located in the Eastern Cape Province. The focus of this case study is to 

examine SMME development linked to a large, functioning, nature-based tourism asset. The purpose of 

including AENP is to expand the study of a single large state-owned asset within the context of public 

procurement. Addo Elephant National Park was chosen for a number of reasons. Firstly, this extends the 

Pilanesberg study to a different geographic region, the Eastern Cape, which although being one of the 

countryôs poorest province, has heavily emphasized tourism development (NMBT, 2019). In addition, 

nature-based tourism is one of the primary drivers of tourism in the region (Giddy & Webb, 2016). The 

park also contains a number of state-owned tourism assets which vary significantly. Although similar to 

the Pilanesberg case study, the primary assets include lodges, AENP has a wide range of 

accommodation offerings and other facilities, such as a restaurant, visitors centre and two established 

camps. Therefore, a wider range of assets can be assessed in this case study (SANParks, 2018). AENP 

is also run by the national governing body, South African National Parks (SANParks), which differs from 

the Pilanesberg operated by provincial government (the North West Parks Board). This allows an 

investigation into the different dynamics of public procurement within a tourism environment based on 

the level of government which oversees the asset. AENP also presents a useful case study as it is located 

in a region which produces a significant amount of agriculture (Munro, Fraser, Snowball & Pahlow, 2016). 

This is in contrast to the Pilanesberg, where it was discovered that very little primary activity takes place 

which could feed into tourism supply chains. Therefore, we anticipate more potential suppliers in the local 

area surrounding AENP. Finally, despite being a major tourism asset within the country, it is a relatively 

understudied park, within the broader academic literature, from a tourism perspective (Boshoff, Landman, 

Kerley, Bradfield, 2007). 

This section is divided into three primary sections, which includes background information on AENP and 

its policy context, as a SANParks operated asset; the results of primary data collection; and finally, the 

overall conclusions based on the findings. The second section is further divided into a demand-side 

analysis, which focuses on the park itself, and a supply-side analysis which examines the local SMME 

environment.   
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4.1. Addo Elephant National Park 

Addo Elephant National Park is located in the Sundayôs River Valley Local Municipality, which is part of 

the Sarah Baartman District Municipality in the Eastern Cape Province. It is in close proximity to Nelson 

Mandela Bay Metropolitan Area, particularly the city of Port Elizabeth (NMBT, 2019). It was first 

established in 1931 as a protected area for the rapidly declining African elephant population (Curruthers, 

2008). It has since expanded, covering the Zurrburg Mountain Protected area and further to encompass 

the Wood Cape Nature Reserve to form the Greater Addo Elephant National Park. The Woody Cape 

Section borders the Indian Ocean and includes a marine protected area. Within this marine protected 

area is Bird Island which houses some of the largest marine bird populations, particularly the African 

Penguin and the Cape Gannet (SANParks, 2019). AENP is currently 1,640km2, making it the third largest 

national park in South Africa (SANParks, 2019). It is also in a strategic tourist location, as many 

international tourists will travel the route between Cape Town and Port Elizabeth to experience the famed 

Garden Route and will then proceed to AENP.  

 
Figure 1: Addo Elephant National Camp 

Source: SANParks (2019) 
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The AENP currently operates six sections, the Addo Main Section, the Nyathi Section, the Zuurburg 

Section, the Kabouga Section, the Darlington Section, the Colchester Section and the Woody Cape 

Section. Three primary camps are found within the Addo Main Section, Mathyloweni Camp, Addo Main 

Camp, and the most recent addition, Nyathi Camp.  

Addo Elephant National Park was conceived in the early 1900s when nearly all elephants were eradicated 

from the Cape Colony region, aside from a few in the Knysna forests and a small heard in the area around 

Addo (van Sittert, 2005). Although during early settlement, elephants and other large mammals were 

prominent throughout the country, as settlements grew, their populations rapidly declined. In the case of 

elephants, this is largely attributed to hunting practices amongst settlers and the extensive global ivory 

trade (Brett, 2019). In addition, in the Addo area in particular, conflicts emerged in the early 20th century 

between farmers and large game such as elephants, over water resourced. Thus, a campaign was launch 

to eradicate elephant populations and redistribute water resourced towards the profitable citrus farms. 

This campaign resulted in the decimation of local elephant populations (Hall-Martin, 1992). In 1921 a 

forest reserve was specifically established to preserve the lone elephant heard which remained in the 

Addo area and by 1931 it was established as a national park, just after the passing of the national parks 

bill in 1926 (Pringle, 1982). It was originally just 4,517 hectares and was specifically designed to protect 

the small heard of 11 elephants native to the area (SANParks, 2015). In 1954 the land was enclosed and 

Africaôs first elephant-proof fence was erected (Brett, 2019). Elephant populations subsequently began 

to grow. The park was expanded in 1961 and again in 1989, in part to accommodate the growing elephant 

populations (SANParks, 2015). Then in 1997, it was proposed that the park be expanded again to 

encompass other protected land in the region. This eventually resulted in the incorporation of the 

Darlington, Zurrberg and Woody Cape sections of the park (SANParks, 2015). In 2008, the islands of St. 

Croix and Bird Island were also incorporated and established as a marine protected area (SANParks, 

2015). In this period, other large animals have been introduced, with mixed levels of success. The 

introduction of non-native subspecies of rhino in the 1950s caused major issues, though these have since 

been rectified (Brett, 2019). In addition, SANParks reintroduced predators, partially to deal with rapidly 

expanding elephant populations (Brett, 2010). The park now houses more than 600 elephants. However, 

predator populations have also significantly increased and due to the relatively small territory they are 

able to occupy, in early 2019, there were a total of 18 lions of in the park, 7 of which were relocated to 

other parks. It is considered a ñBig Fiveò game reserve due to the presence of buffalo and leopard in 
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addition to the above-mentioned rhino, lions and, of course, elephants. Furthermore, aside from animal 

introductions in the main section of the park, SANParks has, in the past 20 years, also slowly introduced 

large game into other sections of the park (Brett, 2019).  

4.1.1. Tourism in Addo Elephant National Park 

The majority of accommodation offerings are found in the Addo Main Camp. In addition to the SANParks 

operated camps, concessions have been given to two additional enterprises which operate luxury camps 

within the boundaries of the park. They were awarded tenders to develop and operate privately managed 

facilities within the park and given concession rights. More recently, the operation of the curio shop and 

restaurant have also been outsourced and are therefore privately managed by large national companies.  

The first visitors to AENP were not allowed within the elephant enclosures and elephants were lured to 

the fences where visitors could see them from specified viewing points outside of the fences (Brett, 2019). 

Up to the early 1970s, there was only one rest camp and accommodation was limited 24 beds with a 

caravan park opening in 1976 (Brett, 2019). It has since significantly expanded its accommodation 

offerings and now sleeps up to 275 in the main camp with another 68 in newly opened camps. In 2005, 

the park opened a second overnight camp, Matyholweni Camp and in 2010 Nyathi Camp. The Narina 

Bush Camp was established in the Zuurberg section of the camp and offers rustic accommodation as 

well as campsites (SANParks, 2011). There is also a hiking trail within the park which has accommodation 

in the form of huts along the route, called the Langebos Huts. The total, therefore, is 383 beds within the 

Greater AENP (SANParks, 2018).  

Visitor numbers have increased significantly over the years, with a peak in 2017/2018 fiscal year at 

305,510 visitors (SANParks, 2018). This is major increase from early recorded visitor numbers of 37,512 

in 1975 (De Graaff, 1976). The primary purpose of visiting the park, according to a few previous studies, 

has been wildlife-viewing (Boshoff et al., 2007). Furthermore, due to the relative size of the park, visitors 

noted exceptional viewing capabilities for a national park. Boshoff et al. (2007) also noted the important 

role national parks play in attracting international visitors who seek wildlife experiences. The 

demographics of visitors were also found to be relatively homogenous with mostly international and white 

South African visitors (Kruger & Saayman, 2015).  
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Figure 2: Addo Main Camp and Matyholweni 

Source: SANParks (2019) 
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4.2. The Localities Surrounding Addo Elephant National Park 

As mentioned above, the AENP is found in the Sundayôs River Valley local municipality. The main section 

of the park, which will form the basis for this study, has two entrances, one at the southern portion of the 

park and on to the northwest, near the town of Addo. The southern entrance, which is linked to the 

Mathoyweni Camp, is approximately 40 kilometers northeast of Port Elizabeth. The main entrance, which 

is found at the Addo Main Camp, is approximately 70 kilometers from Port Elizabeth.  

There area surrounding the park, which is known as the Greater Addo area, includes four primary towns, 

Addo, Kirkwood, Colchester and Paterson. Paterson was found to be very small and have few 

businesses, and therefore did not form a significant part of the study. Kirkwood was found to be the 

largest and most developed of the towns and is an important center serving the predominate farming 

communities found throughout the region. The town of Addo was found to be slightly lower income and 

appeared to house many residents who work in the farming and tourism industries. Colchester, on the 

other hand, appeared to consist primarily of middle-income residents and many second homes. 

For the purpose of this study, research is limited to the facilities located within the geographic boundaries 

of the Pilanesberg National Park and does not include those located in Black Rhino. In the following 

discussion, the methods and findings for the demand-side analysis and supply-side are separated. 

4.3. Demand-side Analysis- Methodology 

A qualitative research approach was used for the collection of data from the facilities within the state-

owned park, in this case, the AENP. The study investigates a relatively new topic, particularly within the 

South African context and is therefore exploratory, which warrants use of a qualitative methodological 

approach. In addition, a great deal of information was needed from key stakeholders of the AENP, in 

order to gain deep insight into the concepts under scrutiny. The qualitative portion of the AENP study 

focused on the perspectives of those involved in and responsible for procurement within the park (i.e. the 

consumers). This process was significant for informing the quantitative research which assessed the 

experiences and perceptions of current and potential local suppliers.  

4.3.1. Data Collection 

An initial visit was made by the researchers to make initial contact with the park and to scope out the area 

in which fieldwork would commence during the second visit. As we had not yet obtained permission from 

SANParks to be in touch with park staff, the visit primarily consisted of obtaining a list of facilities within 
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the park, as this was not available in the provided Department of Tourism database. In addition, extensive 

visits to the communities surrounding the park were made, as these would be the primary location for 

fieldwork during the second visit. And understanding of the area was provided during an extensive 

interview with the manager of one of the most reputable guesthouses in the area, which has been 

operating for some time. This guesthouse is also located on an operational citrus farm, which allowed 

additional insight into the agricultural industry in the area.  

The second field visiting involved the role out of the majority of the fieldwork relevant to the study at hand. 

The demand-side team conducted qualitative interviews with relevant parties within the Addo Elephant 

National Park. This included interviews with the following stakeholders: 

¶ The Park Manager of the Addo Elephant National Park 

¶ The Tourism Manager of the Addo Elephant National Park 

¶ The Hospitality Manager of the Addo Elephant National Park 

¶ The Procurement Manager of the Eastern Cape SANParks region 

¶ The Duty Manager of the Addo Main Camp Rest Camp (the largest of the three main camps 

found within the park) 

¶ The manager of the one restaurant found within the park 

¶ The manager of a spa facility found within the park 

2. Documentary sources collected/produced: 

¶ A geographic overview of the Greater Addo Area 

¶ A compilation of facilities found within the Addo Elephant National Park 

¶ Recorded interviews with five relevant personnel from the Addo Elephant National Park  

¶ Recorded interviews with 3 managers of privately managed facilities found within the park.  

¶ Recorded interviews with a wide range of tourism operators within the Addo area  

¶ Recorded interview with the chair of the Addo Tourism Board.  

4.3.2. Research Instruments 

The interviews were semi-structured in order to obtain the necessary information but also to allow 

respondents to elaborate on procurement processes and their linkages with local businesses. Due to the 

wide variety of stakeholders involved in the management of park facilities, it was determined that four 
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different research instruments would be required to obtain accurate and relevant information from the 

different types of stakeholders involved. Therefore, a unique interview guide was constructed for all of 

the above. For ethical reasons, names of individual interviewees are withheld.  

Some of the aspects included in the interviews were understanding the procurement process undertaken 

by SANParks, the AENP and the facilities located within the park. The interviews also sought to establish 

the existing policies with regards to procurement across the range of state-owned assets found within the 

park and how these processes are monitored. This interview also importantly assisted in profiling the 

services used by the park and its facilities according to those which are in-sourced versus those which 

are out-sourced.  

In terms of potential opportunities linked to state-owned assets in nature parks the following products and 

services were under scrutiny: 

¶ Fresh food supplies 

¶ Non-perishable food supplies 

¶ Transport of guests 

¶ Transport of staff 

¶ Construction services 

¶ Laundry 

¶ Cleaning 

¶ Maintenance (Electrics/Plumbing) 

¶ Gardening 

¶ Security services 

¶ Furniture 

¶ Craft 

Furthermore, the standards required for specific goods and services are included in these interviews, for 

example, standards required for specific food products or certifications required by contactors. This was 

of particular importance for the lodges, many of which have four- and five-star tourism gradings.  

The ability to gain information from a wide variety of tourism assets within a specific geographic area and 

related to a specific tourism subsector (i.e. nature-based tourism) is significant for understanding the 

potential differences in the processes utilized by various types of assets and facilities and the differences 

between the governing NWPB and the privately managed facilities. These interviews sought to elicit 



 

53 
 

information on the precise companies they utilize which could have helped inform the interviews with, 

and questionnaire subsequently distributed to black-owned SMMEs; however, this was not always 

possible. Insight into why these companies are selected, the characteristics companies look for in 

suppliers and some of the challenges faced in the procurement process were also included. In the 

interviews with specific facilities, we sought to gain insight into the amount of flexibility and concessions 

given to these direct managers in terms of the procurement of the specific goods and services they 

require, or whether they must strictly adhere to policies governed by the SANParks, provincial or national 

government. Finally, the interviews attempted to elicit possible opportunities for local businesses to better 

benefit from these tourism assets.  

4.3.3. Limitations 

The most significant limitation found during research was the structure of the procurement process within 

AENP. This is detailed in the findings below. In addition, although it was anticipated that there would be 

several duty managers responsible for different camps within the park, in actual fact there were only two. 

We were able to interview the primary duty manager, responsible for the Addo Main Camp which houses 

the majority of the tourism assets within the park but were unable to make contact with and set up an 

interview with the duty manager of Mathyloweni Camp. Furthermore, it was discovered that at present, 

the duty manager of the Addo Main Camp also oversees management of the newly established Nyathi 

Camp. And, despite multiple attempts, only one of the two private luxury lodges found within AENP 

responded and granted an interview. In addition, the vast distances between the various localities found 

surrounding the park increased not only the distances travelled but also the time it took to get between 

different localities and different businesses throughout the area. In addition, the communities found 

throughout the Greater Addo Area were found to be much smaller, in terms of population, than those 

found surrounding the Pilanesberg. 

4.4. Demand-side Analysis - Findings 

The findings discussed below relay the results from the qualitative interviews focusing on the demand-

side (i.e. the perspectives from the state-owned assets). The demand-side analysis primarily considers 

the practices and perceptions of the park, focusing primarily on the practices, perspectives and input of 

various staff within the AENP. The following results are based primarily on interviews with the park 

manager, the procurement manager, the tourism manager, the hospitality manager and the duty manager 

for the Addo Main Camp. In addition, interviews were conducted with two of the state-owned privately 
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managed facilities found within the park, namely the restaurant at the Addo Main Camp and one of the 

luxury lodges located within the boundaries of the park.  

4.4.1. Procurement Procedure within Addo Elephant National Park 

The procedure for procurement within the AENP is relatively rigid and must adhere to national SANParks 

policies, discussed above. The park manager explained that SANParks has implemented policies, more 

recently, in response to concerns over the awarding of tenders, corruption and nepotism. Therefore, the 

policies and procedures for procurement have grown increasingly strict. The paperwork which must be 

submitted, in particular, has increased.  

There is one procurement manager who oversees four different parks, including AENP, Camdeboo 

National Park, Mountain Zebra National Park and Karoo National Park. This single manager is 

responsible for approving all procurement needs. She explained that the system has become 

decentralized, where previously procurement was sent to the SANParks head office for approval. The 

SANParks head office has a much larger procurement department. This decentralization of procurement 

has meant that the entire weight of the procurement process now falls on one individual for all four 

national parks in the region.  

The procurement manager explained that for any procurement requirements until R30,000 the end-user 

is responsible for searching for and obtaining quotations. Any procurement below R2,000 is typically 

approved relatively efficiently. However, anything between R2,000 and R10,000 requires three quotes. 

The quotes, within this range are approved entirely based on price. For goods or services between 

R10,000 and R30,000, more attention is given on the quality of the goods and services, ensuring that it 

meets the necessary requirements. However, a three-quote system is still implemented and the onus of 

obtaining the three quotes is still the responsibility of the end-user. For anything above R30,000 the 

procurement manager, herself, is responsible for sourcing an appropriate supplier. For anything between 

R30,000 and R500,000, the procurement manager must source the supplier and apply what is called the 

Triple BFA. In this case, the BEE accreditation of the business is given weight in the procurement 

decision. It works on an 80/20 principle, where 80% of the decision is based on price and 20% on BEE 

compliance, rating and accreditation. For any procurement requirements over R500,000, a public tender 

is issued and a bid process ensues. In this case, procurement is overseen by SANParks head office.  
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In terms of SANParks policy, according to the procurement manager, there is no mention of the need to 

prioritize business to local business or SMMEs. She mentioned that they have hardly any established 

providers, as the procurement process is so tedious and the issues over late payment by the government. 

The majority of their suppliers of goods and services come from Port Elizabeth. Theoretically, the 

procurement procedure is to seek out local suppliers in the immediate area and then move to Port 

Elizabeth. However, she mentioned a major issue of non-availability of local suppliers. She did mention 

some links with a local contracting organization, but they have only been sparely utilized for small 

projects. She mentioned an issue of lack of suppliers for the goods and services needed in the immediate 

area.  

Interestingly, and in stark contrast the case of the Pilanesberg, AENP does not currently have a limit on 

the number of operators which are given traversing rights. However, they have strict regulations and 

relatively high fees for operators wishing to conduct game drives in open-air vehicles.  

4.4.2. Privately Managed Facilities Operating in Addo Elephant National Park 

Although the majority of facilities within AENP are managed by SANParks, there are a few private 

companies which operate/manage facilities within the park. The management of these facilities is similar 

to the structure utilized in the Pilanesberg National Park where certain operators are granted tenders to 

operate or manage facilities within the park. According to our research and discussions with management 

in AENP, there are three facilities which are entirely privately operated, including two private luxury lodges 

and a spa, though they are based within the park. These facilities were created entirely for their respective 

purposes by these private operators. They will be discussed further below. Furthermore, there are two 

facilities developed by SANParks which form part of the SANParks camp, but for which management 

tenders have been obtained by private companies, namely the restaurant and the shop located in the 

Addo Main Camp.  

There are two private luxury game lodges located within the boundaries of the Addo Elephant National 

Park. As mentioned above, only one lodge granted an interview. The lodge offers all-inclusive 5-star 

luxury accommodation in the AENP. It has been operating for 19 years, opening in 2000. As was the 

case in the Pilanesberg, the company that operates this lodge obtained a long-term lease (40 years) and 

the right to build and operate this facility within the park boundaries on a 5,000 hectare property. Although 

they have a private access route to get to the lodge, there are no fences and so animals are able to roam 
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free between the site of the lodge and the rest of the park. The manger of the lodge stated that they have 

a good working relationship with the park. In addition, in order to continue operation of their facilities they 

are required to undergo an audit by government once every quarter, they must adhere to a SANParks 

code of conduct and they must divulge information on their suppliers to SANParks. However, since it is 

privately operated, their actual procurement process is completely independent of AENP and SANParks. 

The only interaction with SANParks in the case of their procurement processes is the need to provide the 

park with a list of suppliers, though SANParks has no influence on their selection of suppliers. The 

majority of their goods are obtained from a large national corporation, due to the price quality and effective 

delivery standards provided by this corporation. The manager stated that they have tried to obtain locally 

sourced goods, particularly craft, but there is a significant lack of availability in the local area. As is the 

case with many remote lodges, the majority of their services are insourced. They do, however, use a 

local business for laundry, though it is not black-owned. The same is true for their security which is 

overseen by a local business, based in the Greater Addo Area, but which is also white-owned. They also 

outsource the transport of guests, but to a company based in Port Elizabeth. In addition, for major 

construction projects, they have tried to use local providers, including contracting local construction 

workers.  

There is a restaurant facility found in the Addo Main Camp. This has more recently been under the 

manager of a national chain restaurant which operates restaurants in three national parks. Until 2001, 

the restaurant was run by the park itself. However, it became apparent that there was a lack of capabilities 

to effectively run the restaurant facility and so management was then outsourced to external company. 

However, this current chain only took over management of the restaurant in 2012. According to the 

manager, they had an initial five-year contract which has since been renewed. They have a working 

relationship with the AENP, which includes the need to adhere to a certain code of conduct and provide 

a list of suppliers, as was the case with the private lodge. However, the manager of the restaurant stated 

that, in addition, the restaurant must adhere to specific environmental regulations including the use of 

biodegradable materials for all containers and straws and implementing water-saving and energy-saving 

measures. The restaurant must also source a minimum of 80% of its staff from the local area. 

Procurement, however, is primarily done in accordance with the procurement procedures for the chain, 

nationally. Therefore, nearly all goods are sourced from large national corporations. Due to the franchise 

standards, there is little flexibility, on the part of the individual manager, to select the majority of suppliers. 



 

57 
 

The only good noted by the manager which is supplied from the local area is bread which is supplied by 

a local bakery. In terms of services, because the facility is found within the Addo Main Camp, which is 

operated by SANParks, the vast majority of maintenance of the facility is done by SANParks staff as the 

facility itself is owned by SANParks. In addition, one of the staff members has begun supplying a laundry 

service to earn additional income. The primary challenges noted by the manager was difficulty in finding 

employees with the necessary skills and so significant in-house training is conducted. Furthermore, the 

vast distances many of the staff must travel to get to the camp is significant and can cause challenges, 

particularly when there are issues of protests along the road, poor road maintenance and transportation 

issues.  

The shop found in Addo Main Camp is managed by a large national corporation. It doubles as a souvenir 

shop and has some provisions for visitors staying in the Addo Main Camp. We were unable to conduct 

an interview with the shop manager. However, upon discussion with staff operating the shop at the time 

of the visit, it was determined that the large corporation which manages the shop is responsible for the 

selection of suppliers based on need. According to the staff member, she was not aware of any locally 

sourced goods which are sold in the shop. It was clear from observations that many of the products sold 

are mass produced and found in similar souvenir shops throughout the country.  

One of the most novel privately owned company which operates in the park is the spa facility. It is a 

relatively novel facility to be found within this type of park/camp and so an interview was conducted with 

the owner of the company. The owner was a beauty therapist in Johannesburg but moved to Addo for 

family obligations. She then realized that there was a gap in the market in terms of spa offerings in the 

area despite the relatively high visitor numbers. She thus put together a proposal to offer spa treatments 

to visitors in the Addo Main Camp and presented it to park management. Although park management 

was interested, it had to go through SANParks tender processes. Therefore, a formal tender was 

advertised to the public for the specific service/facility she had proposed. She was then required to apply 

for the tender, though she was the only applicant, so it was eventually obtained. The entire process took 

approximately three years. Although she is now happy to be operating the facility and it is successful, 

she said the process was tedious and mentioned that it is not something that would have been possible 

without supplemental income. Part of her original initiative and motivation for starting the spa, aside from 

filling a gap in the market, was to train local women in providing spa services. The owner stated that this 

was part of the motivation which kept her going through the long process before the spa was officially 
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opened in 2018. She now has five full time employees; they have built a small facility where the services 

are offered and they have expanded their product offerings. In addition, the company now offers mobile 

spa services to other local tourism businesses, most notably local accommodation. When questioned 

about the use of any local goods or services, she said that she sought out local goods, including spa 

products, but did not find an availability in the area. She also noted the need for a certain quality of 

products which are needed to maintain a level of standard in the spa treatments. For this reason, her 

products are sourced online and come primarily from Gauteng, though she does use a smaller South-

African based company.  

4.4.3. Challenges with Procurement 

All managers who were interviewed for this study noted numerous difficulties in terms of procurement. 

The primary issue which emerged was the lack of staffing within the finance and procurement office. At 

the time of publication, as mentioned earlier, only one individual is responsible for procurement across 

four different national parks, which are geographically distributed. This means that all procurement must 

be overseen and approved by a single individual. In some cases, for larger procurement requirements, 

this single manager is required to also source quotations. This can create a major backlog of procurement 

requests. As such a large operation, AENP has numerous daily procurement needs. Due to the numerous 

procurement needs of the park (and the other three parks) and only one manager, it means that the 

responsibility for sourcing quotations and complete paperwork related to procurement increasingly falls 

on the end-user. This creates the issue of many staff members spending the majority of their time 

completing paperwork related to procurement rather than fulfilling the primary duties of their position. 

Nearly everyone interviewed within the park noted this as a major problem. The procurement manager 

noted that in many cases the end-users end up not following proper procedure because the policies and 

procedures can become incapacitating, not only preventing them from doing their jobs, but also in the 

case of running an effective conservation area and tourism product.  

In response to this issue, the park manager has initiated a solution in drawing up longer-term large 

tenders for some of the contractors they require regularly. This means that, for example, a single 

maintenance company will be awarded a three-year tender to service all the daily maintenance issues 

required by the park. Although the process takes longer, in the end, it will save time when daily issues 

arise regarding specific goods, but more importantly, services required frequently by the park. 
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Another important challenge mentioned by the procurement manager of the park was the issue of the 

way that government contracts work, and the bureaucracy involved. She noted that many businesses do 

not want to work with the government because the government gives no upfront deposit and has a waiting 

period of 30-90 days to render payment once the service has been rendered. It was mentioned that in 

many cases it takes even longer for payments to be made, with one example given that in the case of a 

construction project, it has been excess of four months and the payment has still not been made to the 

service provider. This has major implications for the ability of SMMEs to opt for contracts with AENP, as 

it would mean significant upfront capital would be required to complete the project, both for materials and 

also for labour. Therefore, the procurement manager noted that in dealing with many businesses, they 

would rather work with private industry which is more efficient in making payments.  

4.4.4. Engagement with Local SMMEs 

Although many managers discussed the need to involved local SMMEs in the supply chain, overall there 

does not appear to be much involvement by local SMMEs in the procurement of goods and services, 

particularly from the Greater Addo area. Due to the close proximity of a relatively major metropolitan hub, 

Port Elizabeth and the Nelson Mandela Bay Municipality, many of the ñlocalò goods and services utilized 

by the park and its facilities originate from that area. One of the primary difficulties mentioned by all 

managers was the lack of local SMMEs found in the area which could directly serve the park supply 

chain. In fact, in contrast to many other major tourism assets, there are not even informal craft sales 

adjacent to or in the vicinity of the park. Therefore, even procurement of small-scale goods often proves 

difficult.  

The procurement managed mentioned some of the more specific challenges in utilizing local SMMEs. 

She stated that they have attempted to distribute fliers or advertise services needed on social media, but 

that there is often no response. In addition, service delivery issues were mentioned. In cases where an 

attempt had been made to use a local service provider, often services were not provided on time or did 

not meet the necessary standard requirements. In this case, the entire procurement process, which is 

already lengthy and tedious, becomes even more delayed.  

The primary economic activity, other than tourism, in the area surrounding the park, as mentioned earlier, 

is agriculture, namely citrus farming. However, the majority of citrus farms are large-scale, white-owned 
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and nearly entirely grown for export. There was little evidence of any of the surrounding farming activities 

entering the tourism supply chain at all, even indirectly through other local tourism operators.  

The primary links, therefore, between the park and local SMMEs in the surrounding communities is the 

indirect supply of local SMMEs of secondary tourism assets. Although very few suppliers exist which 

could directly feed into the park supply chain, there has been significant development of supplemental 

tourism SMMEs, most notably the accommodation sector. The emergence of a relatively large tourism 

economy which has no association with the park demonstrates a significantly different situation than was 

found in the Pilanesberg region. In the areas surrounding the Pilanesberg, aside from Sun City, very little 

additional tourism assets were found. In the Addo region, however, there is a thriving tourism economy 

which has emerged outside the park, with the park as the primary tourist attraction. That being said, the 

vast majority of these are white-owned. As mentioned previously, the vast majority of external 

accommodation facilities and other tourism products are located on farms and operated by individuals 

linked to the agricultural sector as a secondary source of income.  

Most SMME owners and managers discussed the role of the park as an asset which attracts visitors, but 

otherwise have very little interaction with the park itself. The majority stated clearly that the only reason 

any tourism businesses have emerged in the area is because of the park. The park does engage with 

local SMMEs via the Addo Tourism Association. The Addo Tourism Association is a local network of 

tourism businesses which operate in the Greater Addo Area. Some members, initially, stated that there 

had been issues with a lack of engagement on the part of the park with local businesses. However, more 

recently, and likely due to changes in park leadership, began engaging with the Addo Tourism Association 

and now sits on the board. This was noted by many local SMMEs as an important step in facilitating 

effective tourism management of the region. It not only assists in allowing local SMMEs to directly engage 

with park management but also always the park to effectively relay information which may be useful to 

tourism business, such as changes in policies.  

4.4.5. Local SMME Development Programs 

Mentioned both by the tourism manager and then in more detail by the hospitality manager of the park, 

was a program which had recently emerged which sought to help develop local SMMEs. The park created 

two primary initiatives in which local SMMEs were developed to assist with services for the parkôs tourism 

maintenance. The first is a contract given for laundry and the second a contract given for the cleaning 
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and maintenance of ablutions.  According to the hospitality manager, the laundry program operates by 

granting a local business owner a one-year contract. This business owner subcontracts individual 

workers, also from the local community.  

In addition, the park developed a unique offering called a ñHop-On Guideò service. This service allows 

visitors to the park to hire a trained guide to guide visitors around the park in their own vehicles. The 

purpose of this project was both to offer an affordable option for visitors who would like more information 

while touring the park, but more importantly to offer a mechanism for economic upliftment among locals. 

The park assists in training a total of six ñHop-onò guides, all of whom were from the adjacent Addo 

community. Although initially successful, currently only one of the six trained guides continue to offer the 

service. The duty manager noted that the reason behind the other guides dropping out was a lack of 

sufficient business in the early stages of the program. According to this source, although qualified, none 

of the other trained guides have remained in the tourism sector. The single guide who still offers the hop-

on services, however, is apparently very successful and is often fully booked in advance.  

The primary SMME development which has occurred through the AENP, has been in the conservation 

sector. According to the park manager and the duty manager, the park has assisted in the creation of 

SMMEs directly related to conservation. One of the most successful programs has been the water quality 

management program, which trains locals to assist with water quality testing throughout the park. The 

duty manager herself actually began as an employee in this specific program and was then able to work 

her way up to employment as a duty manager for the Addo Main Camp.  

The duty manager explained that there is significant opportunity for SMME development within the 

tourism sector of the park. She envisions opportunities for development similar to those which have 

emerged in the conservation sector. This could primarily be facilitated by developing SMMEs to operate 

the gift shop and the restaurant. These facilities are currently being contracted out to large, national 

suppliers and therefore provide little benefit to the local communities other than job creation. 

4.5. Supply-side Analysis - Methodology 

In undertaking the supply-side study of state procurement from SMMEs in the AENP area, a mixed 

methods approach was adopted to obtain a balanced and consistent understanding of the economic 

environment. Consistent with the studyôs objectives and the first phase of the study, only black-owned 

businesses in the study area were surveyed. The objective was to approach businesses in the immediate 
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communities surrounding the AENP to complete the survey questionnaire. Preliminary venture into the 

field revealed a shockingly limited number of black-owned small businesses in the study area.  

This resulted in the adjustment of the data collection approach to (1) investigate the reason for this 

seeming limited engagement of blacks in the local economy, and (2) reach as many existing small 

businesses as possible, especially those that would otherwise be ignored due to not having a physical 

business location. To do this, fieldwork was extended beyond the initial localities which had been 

originally planned. In addition, the vast distances between the various localities found surrounding the 

park increased not only the distances travelled but also the time it took to get between different localities 

and different businesses throughout the area. Also, the communities located in the Greater Addo Area 

were found to be much smaller, in terms of population, than those found surrounding the Pilanesberg. 

Furthermore, in-depth interviews were scheduled with key stakeholders in the Greater Addo area to better 

understand the socio-economic environment in the area and how it explains black engagement in the 

local economy. The meetings with these stakeholders were also leveraged to link up with groups of black 

small business owners who did not have a physical business location. Focus group interviews were held 

with these groups to better interrogate their contexts and the questionnaires were handed to them to 

complete. From these, detailed information on the local socio-economic environment in the Greater Addo 

area was obtained, in addition to increasing the survey numbers.  

Based on information condensed from interviews with the supply side, black-owned SMMEs, and with 

stakeholders in the development space, a survey instrument was developed to further investigate the 

supply side of state procurement from Black owned SMMEs. Although due to high unemployment rates 

in the area which results in issues of drug and alcohol abuse from locals, it was, in many cases, unsafe 

to allow fieldworkers to travel throughout the townships without familiarity with the area, survey 

questionnaires were administered to 122 black-owned SMMEs in the AENP area.  

In terms of sampling, the population distribution in the Greater Addo area is geographically dispersed 

with various settlement clusters existing around the park, separated by wide expanses of mostly farmland 

and unfarmable, uninhabited land. Economic activities are concentrated around settlement clusters, 

hence, the sampling method adopted had to take into consideration the spatial spread of economic 

activities around the area to ensure that a significantly representative picture is captured. Due to the non-

availability of a documented sampling frame of SMMEs in the area, or of the population distribution of 

these SMMEs, a probability sampling method could not be adopted.  
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Furthermore, given that the population of interest was specifically black-owned SMMEs around the 

AENP, and the challenges in encountered in identifying such businesses (given the lack of physical 

business locations and safety concerns), a convenience census approach was adopted in which all 

businesses that could be identified and reached were included in the sample as long as they met the 

requirement of being black-owned, an SMME, and being located around the AENP. The Snowball 

sampling technique was also adopted to reach as many businesses as possible and ensure that, based 

on the required criteria, the characteristics of these sub-population are adequately captured and 

represented in the survey.  

The supply-side fieldwork also found that there were not many SMME activities or self-employment 

enterprises run by small businesses (across all sectors), especially when compared to the Pilanesberg 

study. This had significant implications for the study design as the supply side evaluation had to be 

adjusted to include investigating the reason for the low occurrence of Black-owned SMMEs, in addition 

to widening the sample area to include Port Elizabeth. Further investigation revealed that about 99% of 

existing Black-owned SMMEs are owned by non-South Africans. Consequently, the qualitative section of 

the study had to be expanded to include key stakeholders in the locality who had experience and 

information on the workings of the local economy and could proffer explanations for the scarcity of locally 

owned black SMEs, and more importantly, strategies for filling this gap. These stakeholders included:  

1. Some members of the only community trust in the valley who represent the interests of the 

8 communities in the Sundayôs river valley.  

2. A citrus farmer who volunteers as a mentor to one of the locally owned farms. This individual 

was relevant because of the governmentôs BBBEE program where white farmers were 

appointed as mentors to emerging black farmers to train and supervise their farming 

endeavours.  

3. SMME representatives (as focus groups) in the some of the communities ï 3 focus group 

sessions were held in 3 of the local communities, each consisting of an average of 2 groups 

with approximately 8 participants per group. 

4. A few black farmers in the Sundayôs river valley.  

5. Two municipality staff in charge of different aspects of SME engagement and community 

development. 
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6. Three SANPARKS employees at the Addo national park who were also responsible for 

various aspects of SME engagement and local economic development;  

7. Two long-time integral member of the community development forum ï one a representative 

of the single police station in the area, providing information about the crime scourge and its 

impact on tourism and the local economy; and another a high school principal who also 

doubled as the head of the local pastorial forum, providing information on the challenges of 

school dropout rates, teenage pregnancy, youth unemployment resulting in high crime, and 

previous interventions in the area. 

While this strategy resulted in the extension of fieldwork in order to reach key stakeholders, as well as 

reach SMMEs in remote areas, it proved to be very productive as the research team able to obtain rich, 

contextual information on the local economic environment in the Sundays River Valley Municipality and 

the greater Addo Area. Furthermore, all fieldworkers on the supply-side of the study, which focuses on 

black-owned SMMEs, were asked to take fieldnotes and write reflections which served as additional data 

sources for confirming certain findings that might be observer-biased. The supply-side data, hence, tipped 

to a more equal balance between the quantitative and qualitative components, as opposed to the 

quantitative-dense approach taken in the Pilanesberg study. 

4.6. Supply-side Analysis ð Findings and Discussion 

In this section, a thick description of the socio-economic environment is first provided, followed by findings 

from the survey responses.  

4.6.1. The Socio-Economic Environment in the Greater Addo Area 

As previously indicated, AENP sits within the SRVM located in the Greater Addo Area, consisting of the 

areas surrounding the 1 640 km² of the AENP and includes four main towns ï Addo, Kirkwood, Paterson, 

and Colchester. Although these areas constitute the main economic hubs, interactions with local 

stakeholders revealed that they do not provide a true reflection of local SMME activities. This is because 

black SMME activities in this area typically take place in the residential communities where the black and 

coloured populations live.  
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Figure 3: The Sundays River Valley Municipality (SRVM) and Surrounding Areas in the Eastern Cape 

Province 
Source: Municipalities of South Africa, (2019) 

There are eight (8) main communities in the area ï Bersheba, Enon, Nomathamsanqa, Valencia, Joe 

Slovo, Moses Mabhida (located next to Addo central), Paterson, and Colchester (South African National 

Parks (SANParks) 2019). These communities consist mainly of townships and locations (Pernegger & 

Godehart 2007) the majority of which are rural or highly underdeveloped with some of the areas lacking 

in portable water supply, sanitation services, and sewerage services (Sundays River Valley Municipality 

(SRVM) 2016).  As at the 2011 census, the SRVM housed a population of 54503, 39116 (approximately 

72%) of which are Black African, 11644 Coloured (about 21%), 96 Indian/Asian (less than 0.2%), 439 

other (less than 1%), and 3209 white (about 8%). The majority of the Black African and Coloured 

population, accounting for over 90% of the population, stay in the rural and township areas.  

The sectioning of the area according to wards plays a significant role in local social and economic 

relations (see Figure 4 and Table 2). For example, small businesses are typically restricted to servicing 

their immediate wards and access to state-funded economic opportunities for SMMEs is based inward 

division. The ANEP and citrus production are two important economic drivers in the SRVM. Its proximity 

to the Coega Industrial Development Zone is said to have led to an óAddo Tourism Development corridorô. 

Citrus farming in the area stimulates seasonal migration during the harvesting season with people moving 
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in in-season and migrating to other areas (typically the Cape for the apple harvest season) when the 

harvesting season is over. 

 

Figure 4: Map of Survey Areas Surrounding Addo National Elephant Park 
Source: Municipal Demarcation Board (2016) 

 
 

Table 2: SRVM ï Ward Demarcation (as at 2011 Census) 
WARD Key communities POPULATIO

N 
Km2 People/Km2 

1 Moses Mabida 6008 2.1 2864.2 

2 Kirkwood, Aqua park, Msengeni 7305 72.4 100.9 

3 ANEP ï Colchester section, Zuney, Kinkelbos, 
Schotia game reserve, Appolisville 

7744 925.5 8.4 

4 Paterson 4832 685.7 7 

5 Addo Nomathamsangua, Noluthando 5303 0.889 5967.1 

6 Molly Blackburn 5739 103.5 55.5 

7 Privately owned land - Klienpoort, Groendal 
Nature reserve 

8246 3028.6 2.7 

8 Enon, Bersheeba, Moresen 9327 1197.4 7.8 

  Total 54504 5997.4 to 6016.089   

Source: Wazimap (2011) 
 

Furthermore, the extent of opportunities each locality had access to seemed dependent on the extent of 

citizen engagement in local activities, as well as the ability of the trust representatives to source external 

opportunities for their local community and SMMEs. For example, the trust representative of the Paterson 


































































































































































































