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AB STR ACT  

 

E f f e c t i v e  an d  e f f i c i e n t  p roc u re men t  l i e s  a t  the  hea r t  o f  the  So u th  

A f r i c an  g ove rn me nt ‟ s  d r i v e  t o  im p ro ve  t he  de l i v e ry  o f  pu b l i c  

s e rv i c e s .  The re  a r e  s i gn i f i c a n t  c on ce rn s  a bo u t  how  S ME s  c a n  t h r i ve  

i n  the  S ou th  Af r i c a n  e nv i r on me nt  e spec i a l l y  t h rou gh  the  

g ove r nme n t  p r ocu re men t  sy s t e m.  A  s a mp le  o f  4 0  SM E s  wa s  

s e l e c t ed  f o r  t h i s  s tu dy  t o  t e s t  i f  t hey  d o  ben e f i t  f r om  t he  cu r ren t  

p r oc u r eme n t  sy s t em  a s  we l l  a s  to  g e t  t h e i r  pe rc e p t io n s  a bo u t  the  

f a i r ne s s  a n d  e f f e c t i v ene s s  o f  t he  S ou t h  A f r i c a n  g ov e r n ment  

d epa r tm en t s ‟  p r ocu r e men t  sy s t em .  The  b u l k  o f  t he  r e sp ond en t s  f e l t  

t ha t  t he  c u r ren t  Sou t h  A f r i c an  p r ocu rem en t  s y s t e m wa s  i ne f f e c t i v e .  

 

Th e  r e se a r ch  q ue s t i on  foc u sed  i n  key  a r e a s  o f  g ove rn me nt ‟ s  

p r oc u r eme n t  l i k e  S ME  E mp owe r ment ,  Co mp e t i t i v e  Ten de r i ng ,  

C or r up t i on  a nd  Bu rea uc ra cy .  We  c o l l e c t ed  d a t a  v i a  a  que s t i on na i r e  

w h i c h  we  d i s t r i b u te d  to  a  s a mp le  o f  4 0  r a nd om ly  se l e c t e d  S ME s .  

Th e  s tu dy  w a s  l im i t e d  to  t he  key  a r e a s  i de n t i f i ed .  E x t an t  l i t e r a t u re  

wa s  u sed  to  d r i v e  th e  ana l y s i s  a nd  i n t e r p re t a t i on  o f  th e  f i n d i ng s  a s  

we l l  a s  t o  h i g h l i g h t  a nd  su pp o r t  p o ss ib l e  i n t e rve n t i on  mec han i sm s  

a s  u se d  i n  o th e r  p a r t s  o f  the  wo r ld .   
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CHAPTER 1 

INTRODUCTION 

 

Th e  So u t h  A f r i c a n  e c on o my  c an  b e  se en  a s  no t  r e p re se n t a t i v e  o f  i t s  

p o pu l a t i o n .  Mo s t  b l a ck  peo p l e  a r e  s t i l l  b a t t l i ng  w i t h  p ove r t y  and  

d e s t i t u t i o n ,  du e  t o  p a s t  im ba l ance s .  Th i s  l oo k s  u n fa i r  t o  th e se  

p eo p l e .  The i r  t a l en t s  an d  e n t r e p rene ur i a l  s k i l l s  wo u l d  s t i r  the  

c ou n t ry  t o  co n s id e ra b l e  p r og re s s  i n  a  c om pe t i t i v e  g lo ba l  a r e na .  I f  

t he  S ou t h  A f r i c an  e c on om y  c on t i nu e s  i n  i t s  ap a r t he i d  mo de ,  i t  w i l l  

p e rpe tua t e  soc i a l  a nd  e c on om ic  d i v i s i on s  tha t  t he  c ou n t ry  i s  

f i g h t i ng  a ga in s t  an d  i mpa c t  muc h  m or e  ne ga t i v e l y  o n  t he  c ou n t ry ‟ s  

g r owt h  an d  deve lo pm en t .     

 

 

W or ldw id e ,  g ove rnm en t s  r e c e i ve  a  g r e a t  d ea l  o f  a t t en t io n  a s  

p r ov ide r s  o f  e s s en t i a l  s e r v i c e s  s uc h  a s  h ea l t h ,  ed uca t i on ,  d e fe nce  

a nd  i n f r a s t ruc t u r e .  To  b e  ab l e  to  m ee t  the  de ma nd s  o f  t h e se  

s e rv i c e s ,  go ve rn men t s  pu rc ha se  g oo d s  a nd  se r v i c e s  f r om t he  o pen  

m a rke t .  Thu s  the  bu s in e s s  o pe ra t i o n s  o f  gov e r n men t s  i n  th e  ma r ke t  

p l a c e  o r  p ub l i c  p ro cu re men t  ha ve  bo t h  e co no mic  a nd  p o l i t i c a l  

i m p l i c a t i o n s  (O ECD ,  20 03 : 10 ) .  Ye t ,  o f  l a t e  t he  sub j e c t  o f  p u b l i c  

p r oc u r eme n t  ha s  r e c e i ve d  l i t t l e  a t t e n t io n  by  a c a de mic  r e se a rc he r s  

a nd  p o l i c y  m ake r s  be cau se  i t  i s  c on s id e r ed  an  a dm in i s t r a t i v e  

f u nc t i on ,  to o  mu nda ne  t o  w o r r y  a c a dem ic  an d  o the r  r e se a r c he r s .  

 

D u r i ng  th e  ap a r t he id  e r a ,  So u t h  A f r i c a ‟ s  S ME  ec on om y  wa s  e i t he r  

l a r ge l y  n eg l e c t e d  by  p o l i c y -ma ke r s ,  o r ,  i n  t he  c a se  o f  b l a c k - ow ned  

e n te r p r i s e s ,  a c t i v e l y  d i s c ou rag ed  th r ou gh  r e p re s s i ve  m ea su re s .  In  

l i ne  w i th  the  po l i t i c a l  d i s i n t e re s t ,  sma l l  en t e r p r i s e s  w e re  w ipe d  o f f  

t he  r e se a r ch  ag en da  ( Be r ry  e t  a l ,  2 00 2 : 34 ) .  H owe ve r ,  i n  po s t -
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a pa r t he i d  S ou th  A f r i c a ,  p ub l i c  s e c to r  p r oc u r eme n t  ha s  bec om e  an  

i m po r t an t  to o l  t o  r e medy  pa s t  i n j u s t i c e s .  The  C on s t i tu t i o n  g i v e s  

p r ov i s i on  f o r  a  p r oc u r eme n t  p o l i c y  p ro v i d i ng  fo r  t he  p re f e ren t i a l  

a l l o c a t i o n s  o f  co n t r a c t s  an d  a dv ance me nt  o f  p r ev io us l y  

d i s a dva n ta ged  pe r so n s .  Acc or d i ng  t o  S ec t io n  217  o f  th e  S ou th  

A f r i c an  Co n s t i t u t i o n ,  p r ocu re me nt  m u s t  be  f a i r ,  t r an spa re n t ,  

c om pe t i t i v e  a nd  co s t - e f f e c t i v e .  

 

Th e  19 94  S ou th  Af r i c an  g ove r nme n t  f a c e d  a  ma s s i ve  c ha l l en ge  o f  

f i s c a l ,  p o l i t i c a l ,  soc i a l  an d  e c on om ic  t r an s fo r ma t i on .  The se  w ou ld  

r eq u i r e  a n  e f f e c t i v e  p ub l i c  s e r v i c e  c a pab i l i t y .  Ye t  t he  p ub l i c  s e rv i c e  

i t s e l f  ha d  b een  sub j e c t ,  du r ing  t he  a pa r t he i d  e r a ,  t o  t he  s ame  

l im i t a t i o n s  a s  o t he r  key  S ou th  A f r i c a n  i n s t i t u t i o n s . 1  

 

I n  h i s  o pen in g  a dd r e s s  a t  t he  P re s id en t ‟ s  C on fe re nce  o n  Sma l l  

Bu s in e s s  i n  1 995 ,  M r .  T re vo r  Ma nue l ,  t h e  t he n  Mi n i s t e r  o f  T r ade  

a nd  In du s t r y ,  s a i d  t ha t  i t  wa s  i n  the  i n t e re s t  o f  th e  S ou th  A f r i c an  

e c on o my  t o  i m pr ov e  t he  pe r f o rm a nce  o f  sma l l e r  f i r ms  ( D TI ,  

1 99 5a ) .  S ma l l  an d  M e d iu m  E nte r p r i s e s  ( S ME s )  a r e  c on s i de r e d  t o  be  

a  co re  b u i l d ing  b lo ck  f o r  a ch i ev i ng  e c on o mic  de ve l opm en t  and  

g r owt h .   

 

1 . 1  S IG NI FICA NCE O F STU DY   

In t e r na t io na l l y ,  t he  S ME  s ec t o r  i s  i nc re a s ing l y  s e e n  a s  the  c r e a t o r  

o f  new  jo b s  i n  an  e c on om y .  S ME s    c an  be  mo re  c o mpe t i t i v e  tha n  

l a r ge r  f i r m s .  They  c a n  p ro v i de  en t r y  p o i n t  i n t o  th e  e con o my  f o r  

p e r so n s  w i th  l i m i t e d  c ap i t a l  o r  t e c hn i c a l  sk i l l s .  S ME s  c a n  a l so  

                                                 
1 T h e s e  i n c l u d e d  s u b s t a n t i a l  i s o l a t i o n  f r o m  c o n t e m p o r a r y  i n f l u e n c e s  e l s e w h e r e ,  t h e  
i m p a c t  o f  e x c l u d i n g  t h e  m a j o r i t y  o f  t h e  p o p u l a t i o n  o f  t h e  c o u n t r y  f r o m  o p p o r t u n i t i e s  t o  

e x e r c i s e  p o w e r  a n d  i n f l u e n c e  i n  t h e  p u b l i c  s e r v i c e ,  a n d  a n  i n a b i l i t y  t o  o v e r c o m e  c e r t a i n  

r a m p a n t  s o c i a l  a n d  e c o n o m i c  p r o b l e m s  s u c h  a s  u n e m p l o y m e n t ,  p o v e r t y  a n d  c r i m e  ( s e e ,  
f o r  i n s t a n c e ,  R u s s e l  a n d  B v u m a ,  2 0 0 1 ) .  



 3 

ge ne ra t e  em p l oym en t  o pp o r t un i t i e s  a t  r e l a t i v e l y  l ow  c ap i t a l  c o s t  

( Wa t e r mey e r  e t  a l ,  2 00 0 :1 3 ) .   

 

 

I n  l i ne  w i th  t he  ob j e c t i v e s  o f  th e  S ou t h  A f r i c a n  e c on om ic  p o l i c y ,  

g r owt h  i n  em p l oy me nt  i s  en hanc ed  th ro ug h  go ve rn me nt  su p po r t  to  

S ME s  (V i sag i e ,  1 997 :  6 61 ) .  S ou t h  A f r i c a  i s  cu r r e n t l y  f a c ed  w i th  a  

h i g h  un em p l oym ent  ( r a t e  o f  20 % acc or d i ng  to  go ve rn me nt  

s t a t i s t i c s  an d  4 0 %  acc o rd in g  to  s t a t i s t i c s  o f  t he  C o ng re s s  o f  S o u th  

A f r i c an  T ra de  U n io n ) .   I t  i s  w i de l y  k n own  t ha t  t he  c on t i nue d  

g r owt h  o f  SM E  i s  an  e ng i ne  t o  a b so r b  t h i s  h i gh  u nem p l oy men t .  A  

S u rvey  o f  Em pl oye r s  an d  t he  S e l f  Emp lo yed  (SE SE )  co nd uc ted  i n  

M a rc h  2 001  su pp or t s  t he  v i e w  t ha t  S ME s  p l a y  a  s i gn i f i c a n t  r o l e  i n  

t he  e co no my  ( S t a t i s t i c s  SA ) .  Ov e r a l l ,  i t  i s  e s t i ma ted  t ha t  2 , 3  

m i l l i on  S ME s  ge ne ra t ed  a  t u rn ove r  o f  R  2  617  m i l l i on  and  e mp loy  

7 34  00 0  peo p l e   i n  S ou t h  A f r i c a  ( SE SE Rep o r t ,  2 00 1 ) . .  

 

 

1 .2  S TAT EME NT  O F PR OBL EM A ND PU R PO SE   

Th e  a pa r t he id  l e g a cy  i n  S ou t h  A f r i c a  c an  b e  he l d  l i a b l e  f o r  t h e  l a ck  

o f  i n t e rge ne ra t i ona l  t r a n s f e r  o f  wea l t h  a nd  the  co n t i nued  

d i sc r i m i na t i on  tha t  b l a c k  bu s ine s s  a r e  f a c e d  w i th .  I n  sp i t e  o f  the  

n ew  d i spe n sa t io n ,  th e re  a r e  s t i l l  so me  o b s t a c l e s  to  be  ov e r come .  

Re mo v i ng  t he se  ba r r i e r s  w ou ld  r e su l t  i n  a  s ub s t a n t i a l  l e a p  i n  

e c on o mic  g row t h  f i g u re s  th r ou gh  sma l l  b us in e s s  a c t i v i t i e s .   

 

Th i s  pa pe r  s e e k s  t o  ex p l o re  t he  n a t u re  o f  b a r r i e r s  t o  SME  

p r oc ur eme n t  i n  So u th  A f r i c an  Gov e r n men t  D epa r tme n t s .  I t  

a dd re s s e s  the  t e n s i on s  be twee n  co mp e t i t i v e ne s s ,  e f f i c i e ncy  and  

q ua l i t y  on  on e  han d  a nd  e c on om ic  e mp owe r men t  on  th e  o t he r  

h an d .  I t  i s  im po r t an t  t o  w ide n  t he  e c on o mic  g row t h  ne t  an d  n o t  to  
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l im i t  i t  to  the  f ew .  Th i s  w i l l  co n t in ue  t o  co n t r ib u t e  t o  th e  en t i r e  

S ou t h  A f r i c a n  e c ono my  by  e n su r ing  a c ce s s  t o  a l l  bec au se  t ha t  w i l l  

t r an s l a t e  i n  a  th r i v in g  e co no my .  

 

I n so fa r  a s  p ro cu re men t  h a s  im po r t a n t  e c o no mic  a nd  p o l i t i c a l  

i m p l i c a t i o n s ,  en su r in g  t ha t  th e  p roce s s  i s  e c on om ica l  a nd  e f f i c i en t  

i s  c ruc i a l .  Th i s  r e qu i r e s  i n  pa r t  t ha t  a l l  s t ake ho lde r s  u nde r s t an d  th e  

w ho l e  p r oce s s .   Un f o r t una te l y ,  th i s  i s  no t  the  c a s e .  A l t ho ugh  

s e ve ra l  de ve l op in g  co un t r i e s  have  t a ken  s t ep s  t o  r e fo r m  t he i r  

p u b l i c  p roc u reme nt  sy s t e m s ,  the  p ro ce s s  i s  s t i l l  s h ro u ded  i n  

s e c re c y ,  i n e f f i c i e ncy ,  c o r ru p t io n  an d  u nde rc u t t i ng  ( OEC D,  

2 00 3 :1 1 ) .  I n  a l l  t he se  c a se s ,  h uge  a mo un t s  o f  r e sou rc e s  a r e  wa s t ed .    

 

Th i s  s tu dy  w i l l  i d en t i f y  ch a l l eng e s  t ha t  S ME s  f a ce  i n  r e l a t i o n  to  

g ove r nme n t  p roc u re men t  sy s t em s .  i t  w i l l  no t  go  i n t o   f i n ance -

r e l a t e d  c ha l l e nge s  b eca u se  t he re  a r e  v a r io u s  i n t e rve n t ion  

m ech an i sm s  we  c a n  l e a r n  f r o m  dev e lo pe d  BEE  man age ment  

s y s t e m s  t ha t  w i l l  a u t om a t i c a l l y  t r an s l a t e  i n t o  f i nanc i a l l y  sou nd  

S ME s .  

 

Th e re f o re ,  th e  s t udy  a im s  to  i de n t i f y  an d  ex am ine  th e  s i gn i f i c a nce  

o f  o b s t a c l e s  t o  go o d s  a nd  s e r v i c e s  p r oc u rem en t  a s  p e r  the  

e xpe r i ence  o f  S ou th  A f r i c a n  B l a c k  Sm a l l  an d  Med iu m  E nte r p r i s e s  

( BS ME s ) ,  w i th  the  i n t e n t io n  o f  ma k i ng  r e co mm en da t io n s  r eg a r d i ng  

t he  a men dm en t  o f  SA  g ove rn me nt  p r o cu re men t  t o  a c co m mo da te  

BS ME s .  I t  i s  ho ped  t ha t  t he  s tu dy  w i l l  co n t r ib u te  t owa r d s  the  

S ou t h  A f r i c a n  Gov e r n men t  P roc u rem en t  Po l i c y  ame nd me nt  to  

a c c o mm oda te  S MEs  i n  l i ne  w i th  ev id ence - ba se d  p o l i c y  m a k ing  

( E BPM )  p r a c t i c e .  M o re ove r ,  i t  i s  a l so  h ope d  t ha t  t he  s t u dy  w i l l  

a s s i s t  S ME s  t o  hav e  a c ce s s  t o  SA  go ve rn me nt  su pp or t  t h r ough  

p r ov id ing  g oo d s  an d  s e r v i c e s  the reb y  t r an s l a t i n g  i n to  so c i o -
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ec on o mic  adv ancem en t  a n d  i mp r ove  t h e  SM E s ‟  soc i o -e c on o mic  

s t a t u s .   

 

 

1 .3  R ES EARC H METHO D OL OGY  

 

A  de sc r i p t i v e  qua n t i t a t i v e  r e se a rc h  ap pr o ach  wa s  ad op ted  b ec au se  

o f  the  e nq u i r i ng  n a t u re  o f  th i s  r e se a rch  a s  we l l  a s  fo r  t he  an a l y s i s  

o f  cu r r e n t  p r oc u r em en t  p ra c t i c e  i n  t he  S ou th  A f r i c a n  gov e r n men t s  

i n  r e l a t i on  t o  o t he r  p a r t s  o f  t he  w o r l d .    

C re s swe l l ‟ s  ( 19 94 )  d e f in i t i o n  o f  Q uan t i t a t i v e  r e se a rc h  a s  an  i nq u i r y  

i n to  an  i d en t i f i ed  p r ob l e m  ba sed  o n  t e s t i n g  a  t heo ry ,  m ea su re d  

w i t h  I s s s ,  a nd  a na l y se d  u s i ng  s t a t i s t i c a l  t e c hn iq ue s ;  t he  g oa l  i s  to  

d e t e r mi ne  w he t he r  t he  p red i c t i v e  g ene r a l i s a t i o n s  o f  a  theo r y  ho ld  

t r ue  –  t h i s  de f in i t i on  i s  mo re  r e l e van t  to  th i s  a r e a  o f  s t udy .   

 

A  de sc r ip t i v e  qua n t i t a t i v e  r e se a rc h  me th o d  wa s  ap p l i ed  t o  h i g h l i gh t  

t he  cha l l e nge s  f a c ed  by  S ME s  r ega r d in g  g ove r nme n t  p r oc u r eme nt ,  

t e s t i n g  the  r e l ev an ce  a nd  ap p l i c a t i on  ex i s t i n g  t he o ry  a s  u sed  

e l s ewh e r e  an d  ma k in g  r e co m men da t i ons  su pp o r t ed  by  l i t e r a tu re  a nd  

b a sed  o n  s t a t i s t i c a l  ana l y s i s  o f  da t a  to  sup po r t  s uc h  l i t e r a tu re  i n  

i de n t i f i ed  a r e a s  l i k e  emp ow e rm e n t ,  c o r r u p t i o n ,  b u r e a u c r a c y  a n d  

c omp e t i t i v e n e s s .   

 

B r oa d l y  speak in g ,  qu an t i t a t i v e  r e se a rc h  i s  t ho ug h t  to  be  ob j e c t i v e  

i n  g a i n i ng ,  ana l y s i ng  an d  in t e rp re t i n g  qua n t i t a t i v e  da t a ,  t he  

r e se a rc he r  r e ma i n s  de t a c hed  an d  u nb i a sed  a s  t h i s  wa s  t he  c a se  

d u r i ng  t h i s  r e se a rch  p ro ce s s .   
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D a ta  c o l l e c t i o n  t e c h n i q u e  

 

A  s e l f  a dm in i s t e r ed  q ue s t i on na i r e  wa s  u s ed  a s  a  da t a  co l l e c t i on  

t o o l  i n  w h i c h  w r i t t en  c l o se d  q ue s t i on s  we re  p re se n te d  a nd  

a n swe red  b y  r e spo nd en t s  i n  a  wr i t t e n  fo r m.  

A  q ue s t i on na i r e  wa s  d eve lo ped  a nd  d i s t r i bu ted  a mon g s t  the  

b u s i ne s s  own e r s  to  co l l e c t  t he i r  r e sp o n se s  o n  pe r t i n en t  i s sue s  

a r ou nd  t he i r  e xp e r i ence s  wh i l e  a t t e mp t ing  t o  se cu re  gov e r n men t  

p r oc u r eme n t  se rv i c e s  a s  we l l  a s  wh i l e  exec u t i ng  g ov e r n men t  

c on t r a c t s .  

 

Th e  que s t i o nna i r e s  we re  ha nd  de l i v e r e d  a nd  o t he r s  e -m a i l ed  o r  

f axe d  to  r e spo nde n t s ,  they  we re  g i ven  a  day  to  c om p le t e  th em  a nd  

c o l l e c t ed  th e  n ex t  d ay  fo r  t ho se  wh o  we re  n o t  i n  a  p o s i t i on  t o  e -

m a i l  o r  f a x  back .  Th i s  m e t ho d  i s  c os t - e f f e c t i v e  a nd  c on s id e red  

m o re  e f f e c t i v e  i n  th a t  t he  r e sp on den t s  we re  ma de  a wa re  o f  th e  up -

c om in g  su rv ey  t e l e ph o n i c a l l y  an d  by  e -m a i l  an d  w hen  t hey  r e c e i ved  

t he  q ue s t i on na i r e  we re  ab l e  t o  r e spo nd  t i meo u s l y .        

 

 

S amp l i n g  Me t h od  

 

Th e  S ME  s ec to r  i n  S o u t h  Af r i c a  an d  G au te ng  i s  e s t i ma te d  to  be  

o ve r  th ou sa nd s  o f  e n t r e p re neu r s  a nd  t he re f o re  d ec i d i ng  on  the  

s a mp le  s i z e  wa s  l im i t e d  by  th e  f i n anc i a l  r e sou rce s ,  hu man  

r e sou rce s  a s  we l l  a s  t he  t im e  f a c t o r .  The re fo re  a  r a nd om  sam p le  o f  

S ME s  a r ou nd  Ga u te ng  wa s  se l e c t e d  f ro m  a  t e l ep h one  d i r e c to r y  a s  

we l l  a s  r e f e r r a l s  f ro m  o the r  pa r t i c i pan t s  i n  t he  s tu dy .  Th e  sa mp le  

o f  the  r a nd om ly  se l e c t e d  S ME s  ( N  =  40 )  w i t h in  Gau te ng  P r o v ince  

i n  o r de r  t o  h i gh l i g h t  r e c u r r i ng  f a c to r s  th a t  h in de r  p ro g re s s  a s  

e xp re s se d  by  S ME s  i n  t he  S ou th  A f r i c a n  go ve rn me nt  p r oc u r eme nt  

s y s t e m .   
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Ke y  r e s e a r c h  q u e s t i o n s  

 

S ME  go ve rn me nt  p r o cu re men t  ha s  be en  ad op te d  i n  o th e r  p a r t s  o f  

t he  wo r ld  i n  a  s t r uc t u r ed  way  a nd  t he  succ e s s  an d  f a i l u r e  o f  

a do p t ed  sy s t em s  h a s  bee n  w r i t t e n  o n  w ide l y .  The re fo re  th i s  

r e se a rc h  u sed  the  e xpe r i ence  o f  o t he r  co un t r i e s  i n  the  a r e a s  o f  

c o r r up t i o n  i n  p ro cu re men t ;  co mp e t i t i v e  t en de r i ng  s y s t e ms ;  

e mp owe r men t  to o l s  f o r  S ME s  a s  we l l  a s  go ve rn men t  bu re a uc ra c i e s  

t o  an a l y se  the  S ou th  A f r i c an  g ove r nme nt  p r oc u r eme nt  sy s t em  a nd  

p r oce s se s .    

 

F o u r  ma i n  a r e a s  we r e  co ve red  i n  th e  qu e s t i o nna i r e :  

 

o  C o mp e t i t i ve ne ss ;  

 

Rya n  an d  B r own ‟ s  ( 1 99 5 )  a na l y s i s  o f  s e r v i c e  de l i v e ry  co nc lu de s  t ha t  

t he  c e n t r a l  p ro b l em a s soc i a t ed  w i t h  e va lua t i ng  t he  u se  o f  c on t r a c t s  

i s  i n  de f in i ng  wha t  o u tco me s  a r e  a g re ed  a s  be i ng  r e p r e sen t a t i v e  o f  

c om pe t i t i v e  t e nde r i ng  a nd  c on t r a c t i ng  a s  we l l  a s  i n  m ea su r ing  

o u tco me s .  S ou t h  Af r i c a  i s  f a c ed  w i t h  a  u n i qu e  s i t ua t i o n  w he reby  

p r od uc t s  sup p l i ed  by  t he  p rev io u s l y  d i s a dva n ta ged  a re  pe rc e i ve d  to  

b e  o f  l ow  q ua l i t y  an d  i nco mp e te n t  –  th e re  i s  no  su f f i c i e n t  g r ou nd  

f o r  th i s  be l i e f ,  i t  i s  j u s t  d r i v en  by  a  sp ec i f i c  m in d  s e t .  Th i s  b e l i e f  

i m pac t s  o n  t he  c r e d i b i l i t y  o f  th e  t e nd e r i ng  p roce s s  wh i ch  i s  d r i v en  

b y  p re ju d i c e  i n s t e a d  o f  co mpe t i t i v en e s s  a nd  a f f e c t s  BS M E‟s  

b u s i ne s s  g row t h  po te n t i a l  t r e me nd ou s l y .     

 

C om pe t i t i v e  t e nd e r in g  a nd  c on t r a c t i ng  i s  co n s i de red  to  be  one  o f  

t he  e f f e c t i v e  mea n s  o f  a ch i ev i ng  su s t a ina b l e  go ve r nme nt  

p r oc u r eme n t  an d  SM E  d eve lo pme n t .  A n  Au s t r a l i a n  G ove r nme nt  

r e po r t  on  th e  ma nage me nt  a nd  de l i v e ry  o f  s e rv i c e s  u s in g  C TC  ha s  
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f o un d  t he re  t o  be  a  g e ne ra l l y  p os i t i v e  im pac t  u po n :  s av in g s ;  e qu i t y  

a nd  d i s t r i b u t io na l  i mpac t s  o f  C TC ;  a nd  t he  qu a l i t y  an d  

a cc ou n tab i l i t y ;  t he  ex t e n t ,  so u rce ,  a nd  su s t a ina b i l i t y  o f  c o s t  

s u s t a ina b i l i t y  o f  pa r t i c u l a r  a c t i v i t i e s  f o r  c on t r a c t i ng  A u s t r a l i an  

In du s t r y  Co mm i s s i on ,  19 96 : 2 ) .   

 

 

o  E mp owe rme n t  

 

Th e  su b j e c t  o f  em po we rme n t  ha s  bee n  o ne  o f  the  c en t r a l  m o t i f  o f  

t r an s fo r ma t i on  th ou gh t  o ve r  d ecade s  a nd  a  p ro mi nen t  f e a tu re  i n  

t he  So u t h  A f r i c an  d eve lo pme n t  a ge nd a .  The  A me r i c a n s  h ave  an  

a lm o s t  s im i l a r  h i s t o ry  a s  t he  S ou t h  Af r i c an  o n  i s su e s  o f  

d i s c r i m i na t i on  an d  d e sp i t e  the  U .S  be in g  a  sup e r  powe r ,  t he re  a r e  

s t i l l  d i sp l e a su re s  by  the  su p po se d l y  b ene f i c i a r i e s  o f  the  

t r an s fo r ma t i on  p roce s s .  E mp owe rm en t  h a s  p r ove n  to  be  a  c om p lex  

a spec t  t o  d ea l  w i t h  s i nce  i t  cu l m i na t e s  i n  the  adv an tage d  ha v in g  t o  

i m pa r t  sk i l l s ,  kn ow ledg e  a s  w e l l  a s  r e so u rce s  t o  t he  p r ev i ou s l y  

d i s a dva n ta ged  an d  th u s  im pac t i ng  on  th e i r  ho ld  o f  pow er  w h i ch  i s  

n o r ma l l y  i n  t he  fo r m  o f  r e l e a s i ng  som e  o f  th e i r  eq u i t y  s t ake  t o  

P D Is .  

 

 A  l o t  c o n t in ue s  t o  b e  w r i t t en  on  th i s  s u b j e c t ,  h owev e r ,  t he re  ha s  

b een  l i t t l e  e mp i r i c a l  r e se a rc h  on  emp owe r me nt ,  i t s  mea n i ng  a nd  

e f f e c t s  ( Cu nn i ng ham  e t . a l . 1 996 :1 43 ;  s e e  a l so  Ro ge r so n ,  1 99 8 :9 23 ) .  

Th e  r e l a t i ona l  pe r sp ec t i v e  o f  em po we rm en t  m a i n t a in s  tha t  i t  i s  th e  

i m p l e men ta t i on  o f  n ew  p roce s s e s  a nd  t h e  d i s t r i b u t io n  o f  p ow er  

t ha t  t ha t  em pow er s  S ME s .  On  th e  o th e r  ha nd ,  th e  p sych o l og i c a l  

p e r spec t i v e  o f  e m po we rme n t  fo cu se s  o n  t he  S ME s ‟  pe rc e p t io n  o f  

e mp owe r men t .    

 



 9 

N o  o ne  w ho  ha s  l oo ke d  c r i t i c a l l y  on  th e  spa t e  o f  p ub l i c a t i on s  on  

t h i s  s ub j e c t  w i l l  be  su rp r i s ed  b y  th i s  j u dg me nt ,  th u s  mu ch  o f  wha t  

h a s  bee n  w r i t t e n  f a i l s  to  s t ud y  th e  mea n i ng  an d  e f f e c t s  o f  

e mp owe r men t .  

 

 

o  C o r ru p t i o n  

 

Th e  na tu re  a nd  t ype  o f  c o r ru p t io n  t e nd s  to  va ry  de pe nd in g  o n  t he  

g ove r nme n t  sy s t em  a nd  i t s  i n s t i t u t i o na l  c u l tu re  am on g  t he  so c i e t i e s  

( Ch o  a nd  Ch o i ,  2 00 4 : 718 ) ,  n on - dem oc ra t i s e d  A f r i c an  s t a t e s  a nd  

m o s t  dev e l op i ng  c ou n t r i e s  a r e  ma in l y  ch a r a c t e r i z e d  b y  h i gh  

c o r r up t i o n  be cau se  o f  l a c k  o f  a c co un ta b i l i t y .  Th i s  a s se r t i on  i s  

u n fo un ded  an d  b i a se d ,  p ro nen e s s  t o  c o r r u p t io n  c a n  no t  be  l i m i t ed  

t o  c e r t a in  co un t r i e s  b u t  hav e  d i r e c t  l i nk s  w i th  t he  t y pe s  o f  s y s t e ms  

u s ed  by  t he  p r ocu r in g  o rga n i sa t i on .  Tho se  w ho  a re  p ro ne  t o  g i v ing  

a nd  a cce p t ing  b r ibe s  c an  on l y  do  so  i n  i ne f f i c i en t  a nd  u nco n t ro l l ed  

p r oc u r eme n t  sy s t e ms .  

 

Th e re  i s  a rgu me nt  t ha t  bu re a uc ra t s  w i t h  co n t r o l  r i g h t s  ov e r  f i rms  

c a n  c re a t e  mec han i sm s  t o  ex t r a c t  some  o f  t he  r en t s  th r ough  b r i be s  

( Ad e s  an d  Te l l a ,  19 97 :  10 23 -10 24 ) .C or r u p t io n  t en d s  t o  b e  m ore  

p r eva l en t  i n  a r e a s  w he re  the  s t a t e  i n t e r a c t s  w i t h  the  p u b l i c  s uc h  a s  

t he  j u d i c i a r y ,  p r ocu re me nt ,  f o re i gn  ex cha nge ,  r e gu l a t o ry  a ge nc i e s  

a nd  ma ny  o the r s .   

 

 

o  B u re au c rac y .   

 

We be r ‟ s  t he o r y  o f  Bu rea uc ra cy  ( J a in ,  2 00 4 :1 )  de sc r ibe s  a  new  

o r gan i z a t i ona l  fo rm  t ha t  s t a r t e d  em e rg i ng  i n  We s te r n  soc i e t y  

d u r i ng  the  se c o nd  h a l f  o f  the  n i ne t e en t h  c en t u r y .  In  th i s  n ew  t ype  
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o f  o rga n i z a t i on ,  l e ad e r sh i p  a nd  a u t ho r i t y  we re  d e r i ve d  f r om  a  m ore  

„ r a t i on a l ‟  f r a me - wo r k  t han  wa s  the  c a se  be fo re .  P r ev io u s l y ,  

a u t ho r i t y  wa s  de r i ve d  f r om  e i the r  c ha r i sma  o r  t r a d i t i on .  Th e re  i s  

n o th ing  wr on g  o r  d y s f un c t io na l  a bo u t  b u r e auc ra c y ,  i n  f a c t  i t  i s  

i m po r t an t  t o  a ck now ledg e  t ha t  i t  b r ing s  o r de r  an d  a cc oun ta b i l i t y  

w he re  t he re  i s  no ne .    

 

A l t ho ug h  We be r  wa s  l a rge l y  p o s i t i v e  ab ou t  bu re auc ra cy ,  s ev e ra l  

s c ho l a r s  h ave  c r i t i c i s e d  v a r io u s  a spec t s  o f  t h i s  o rga n i z a t i o na l  fo rm.  

Ac co rd in g  to  Mer t o n  (1 976 :51 ) ,  a  f un da men ta l  f a i l u r e  o f  

b u re a uc ra cy  i s  i t s  t e nde ncy  t o  fo s t e r  „ go a l  d i sp l a c eme n t ‟ .  Ex ce s s i ve  

a dhe re nce  a nd  co n fo r mi t y  to  ru l e s  an d  r eg u l a t i on s  r e su l t ed  i n  r u l e s  

b eco mi ng  en d s  i n  t hem se lve s ,  an d  so me t im e s  p r ev en ted  

o r gan i z a t i on s  f r o m ach i ev in g  th e i r  r e a l  g oa l s .  An o t he r  f a c to r  i s  

t ha t  o r gan i z a t i ona l  m em be r s  i n  b u re au c r a c i e s  o f t e n  t r y  t o  a pp l y  

f o r ma l  ru l e s  a nd  p ro ced u re s  i n  u n su i t ab l e  s i t ua t i on s .  

 

I n  th e  So u t h  A f r i c a n  go ve rn men t  p r oc u r eme n t  c o n te x t ,  t he re  a r e  

c onc e r n s  a bo u t  t he  e x i s t i n g  b u re a uc ra t i c  a nd  s t i f l i ng  p roce s s e s  th a t  

a r e  no t  w e l l  ma nage d  b y  g ove r nme nt  o f f i c i a l s  t ha t  may  b e  d ue  to  

l a ck  o f  s k i l l s  an d  kn ow led ge .  

 

M e t h od  o f  d a t a  a n a l y s i s  

 

Th e  r e spo n se s  we re  c a p t u red  i n  an  S PS S  sp r e a d she e t ,  i n t e r p r e t e d ,  

c a t eg o r i s e d  a c c o rd in g l y  an d  a na l y se d  i n  a  t ab l e  f o r m  a s  we l l  a s  i n  

g r a ph s .  The  r e a son  f o r  u s i ng  t ab l e s  a nd  g ra ph s  w a s  fo r  c r o s s -

r e f e ren c i ng  p u r po se  a s  we l l  a s  fo r  v i sua l  de sc r i p t i on  o f  th e  

f i nd ing s .  
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Lim i t a t i o n s  o f  t h i s  r e s e a r c h  

 

Th e  l a c k  o f  f un d i ng  a nd  t i me  i mp ac ted  on  the  s i z e  o f  t he  s a mp le  

a nd  t hu s  l i m i t i ng  th e  c hanc e s  fo r  g e t t i ng  c onc lu s i ve  f i nd in g s  o n  

t he  a r e a s  u nde r  s tud y .   I t  wo u ld  a l so  h ave  be en  i n t e r e s t i n g  t o  g e t  

a dd i t i o na l  i n fo r ma t i on  th r oug h  f o l l ow - u p  in t e rv i ew s  f o r  f u r t he r  

c l a r i t y  on  so me  q ue s t i on s  an d  f o r  c o r re l a t i o n  o f  r e sp o n se s .   

 

E th i c a l  C on s i d e r a t i o n s  

 

Th e  q ue s t i o nn a i r e  wa s  d i r e c t e d  a t  S ME  owne r s  a nd  t he re  wa s  no  

v e r i f i c a t i on  mech an i sm tha t  wa s  ado p ted  to  e n su re  t ha t  the  

i n fo r ma t io n  p r ov i de d  wa s  t he  ow ne r  o f  a n  S ME.  The  r e sp o nde n t s  

we re  n o t  r e qu i r ed  t o  g i v e  t he i r  i d en t i t y  a s  w e l l  a s  t he  na me s  o f  

t he i r  o r gan i sa t i o n s  f o r  co nf ide n t i a l i t y  p u rp o se s .  I t  i s  a c kno w le dge s  

a s  we l l  th a t  S ME s  w ou ld  n o t  ha ve  t ime  t o  r e f l e c t  on  t he  q ue s t i on s  

a nd  r e sp o nd  a cc o rd i ng l y  bec au se  o f  the i r  po s s ib l e  co mm i t me n t  to  

t he  c o r e  bu s i ne s s  a c t i v i t i e s .      

1 .4  C HA PTER  LAY - OU T 

 
A  b r i e f  de sc r i p t i o n  o f  t he  l a y  ou t  o f  t h i s  r e se a rc h  r epo r t  i s  a s  

o u t l i ne d  i n  t he  t a b l e  o f  co n te n t s :  

 

C ha p te r  1  

 

Th i s  c ha p te r  g i ve s  a  b r oad  p e r spec t i v e  o f  the  S ou th  A f r i c an  

g ove r nme n t  p r ocu re men t  e nv i r on me nt  w i t h  spec i f i c  r e f e r e nce  t o  

t he  S ME  sec to r ,  t he  S ME  go ve rn men t  p r o cu re men t  se t t i n g ;  g u i d ing  

p r oc ur eme n t  p o l i c i e s  i n  r e l a t i o n  t o  SM E s ;  t he  r a t i o na l e  f o r  the  

s t u dy  a s  we l l  a s  the  r e s e a rch  ap p ro ach .  
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C ha p te r  2  

 

P e r t i n en t  l i t e r a t u re  o n  va r io u s  go ve rnm en t  p ro cu re men t  s y s t e ms ,  

t he o r i e s  a nd  p r i nc ip l e s  g u i d i ng  t ho se  s y s t e m s  a s  we l l  a s  a  b r oad  

e xam ina t i on  o f  l i t e r a tu re  on  th e  key  e l eme n t s  o f  t h i s  s tud y  wh i ch  

a r e  co mp e t i t i v e  t e nde r in g ,  co r ru p t i on ,  e mp owe rm en t  and  

b u rea uc ra cy  an d  th e  l e g i s l a t i v e  f r a mew or k .  

 

C ha p te r  3  

 

D a t a  i s  p re se n ted  i n  a  r aw  fo r ma t  a s  we l l  a s  d e sc r i b i ng  the  

r e l eva nce  an d  i n t e rp r e t a t i on  o f  t he  da t a  u s i ng  l i t e r a t u r e .  

 

 

C ha p te r  4   

 

Th e  p re sen t a t i on  a nd  in t e rp re t a t i on  o f  t he  r e se a rc h  f i n d i ng s  a s  we l l  

a s  l i t e r a tu re  r e f e ren ce  to  t he  s i gn i f i c a nce  a n d  me an ing  o f  the  

f i nd ing s .  

 

C ha p te r  5  

 

Th e  c onc lu s io n  o f  th e  s tu dy  a s  we l l  a s  m ak ing  r e co mm en da t i on s  a s  

p e r  o the r  go ve rn men t  p roc u rem en t  m od e l s  tha t  w ou ld  a dd r e s s  the  

S ou t h  A f r i c an  go ve rn me nt  p r oc u r eme nt  ma ke -u p .   

 
 

1 .5  C O NCL USI O N  

 
In s in ua t i on s  an d  p r e j ud i c e  ab ou t  th e  e f f e c t i v e ne s s  o f  de ve l op ing  

w o r ld ‟ s  s y s t e m s  l i k e  C ho i  &  Ch o i  co nc lu de d  i n  th e i r  a r t i c l e ,  s h ou ld  

n o t  g i ve  t he  f i r s t  wo r ld  the  r e a son  to  c on t i nue  be i ng  c y n i c a l  ab ou t  
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o u r  sy s t e m s .  The se  a u t ho r s  b l ame  t he  i n e f f i c i e nc i e s  o f  g ove r nme nt  

p r oc u r eme n t  sy s t em s  o n  l a c k  o f  a c c ou n tab i l i t y  o f  de ve l op ing  

c ou n t r i e s  wh i ch  i s  v e ry  t rue  bu t  n o t  a  s y mp to m  o f  e ve ry  dev e lo p i ng  

c ou n t ry .  

 

S ou t h  A f r i c a  ha s  s to o d  up  to  t he  ch a l l e nge  o f  c r e a t i ng  an  ena b l i n g  

e nv i r on me nt  tha t  i s  go in g  to  b e  ben e f i c i a l  to  a l l  i t s  c i t i z e n s  and  

t he re f o re  m o re  rob u s t  a nd  c on s t ruc t i v e  mea su re s  n eed  to  be  

a do p t ed  q u i c k l y  i n  o r de r  t o  en su re  a  s t ab l e  an d  co mp e t i t i v e  So u th  

A f r i c an  e co no mi c  sy s t e m.  
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CHAPTER 2  

LITERATURE REVIEW 

 

S inc e  t he  l a t e  19 60s ,  t he  de ve l op me nt  a nd  sup po r t  o f  b l a ck - own ed  

b u s i ne s s  ha s  been  an  o b j e c t i v e  o f  b o th  the  p ub l i c  an d  p r i v a t e  

s e c to r s  i n  the  Un i t e d  S t a t e s .  A t  tha t  t i me ,  v a r i ou s  F ede ra l ,  s t a t e  

a nd  l oca l  g ov e r n me nt  a g enc i e s  i n i t i a t e d  p ro g r am s  t o  f u r t he r  th i s  

o b j e c t i v e ,  an d  sub seq uen t l y  man y  l a rg e  c o rp o ra t i on s  began  

p r og ra m s  o f  the i r  o wn  (S on f i e l d ,  1 997 :5 9 ) .  The  sa me  ch a l l eng e s  

f a c e d  So u t h  Af r i c a  p o s t  199 4  w he n  the  c o un t ry  ha d  to  r ede f i ne  i t s  

p o l i c i e s  t o  r ed re s s  t he  pa s t  i mb a l a nce s  a nd  c r e a t e  p r og r a m s  t ha t  

w ou ld  be  the  en g i ne  f o r  t he  g r ow th  o f  t h e  S ou th  Af r i c a n  e c onomy  

a s  a  w ho l e .   

 

I n t e r na t io na l l y ,  t he  sm a l l  an d  med iu m e n t e r p r i s e  ( SME )  s e c to r  i s  

i nc re a s ing l y  s e e n  a s  t he  c r e a t o r  o f  new  j o b s  i n  a n  e c ono my .  The  

S ME  sec t o r  c an  b e  m o re  c om pe t i t i v e  th an  l a r ge r  f i r m s  a nd  p ro v ide  

e n t r y  p o in t  i n to  t he  e co no my  fo r  pe r so n s  w i t h  l im i t ed  c a p i t a l  o r  

t e ch n i c a l  sk i l l s ,  they  a r e  g ene ra t o r s  o f  e mp loy me nt  op po r tu n i t i e s  a t  

r e l a t i v e l y  l ow  c ap i t a l  co s t  ( s e e ,  fo r  i n s t anc e ,  Wa te r meye r  e t  a l ,  

2 00 0 ;  S t ock da l e  a nd  S t an d i ng ,  20 04 ;  S on t i e s ,  20 02 ) .  So u t h  A f r i c a  i s  

c u r r e n t l y  f a c e d  w i th  a n  e s t ima te d  unem p loy me nt  r a t e  o f  2 7 % (S t a t s  

S A ,  20 05 )  an d  t he  co n t i nue d  g row th  o f  S ME  i s  s e e n  a s  an  en g i ne  to  

a b so r b  t h i s  h i gh  une mp loy me nt  (V o s l oo ,  1 99 4 ;  R upe r t ,  199 1 ;  W o r ld  

Ba nk ,  1 991 ) .   

 

Th e  Dep a r t men t  o f  T r ad e  a nd  In du s t r y  ( D TI )  de f i ne s  a n  SM E  a s  „ a  

s e pa ra t e  an d  d i s t i nc t  b u s i ne s s  e n t i t y ,  i nc lu d i ng  c o -o pe ra t i v e  

e n te r p r i s e s  an d  n on - gov e r n men ta l  o rga n i z a t i o n s ,  mana ged  by  one  

o wne r  o r  m o re ,  wh i c h ,  i n c l ud i ng  i t s  b r a nche s  o r  su b s id i a r i e s ,  i f  
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a ny ,  i s  p red om ina n t l y  c a r r i e d  on  i n  an y  s e c t o r  o r  su b - s ec t o r  o f   the  

e c on o my  me n t i one d  i n  c o l um n  1  o f  t he  s c hed u l e  an d  wh i ch  c an  be  

c l a s s i f i e d  a s  m ic r o ,  v e ry  sma l l ,  sma l l  o r  med iu m  en te rp r i s e  by  

s a t i s f y i ng  t he  c r i t e r i a  me n t io ne d  i n  c o l um n s  3 ,  4  o r  5  o f  the  

s c hed u l e ,  o pp o s i t e  t he  sma l l e s t  r e l e van t  s i z e  o r  c l a s s  a s  me n t io ned  

i n  co lu mn  2  o f  th e  s c hed u l e (S ou t h  A f r i c a n  Na t i ona l  Sma l l  Bu s in e s s  

Ac t ,  Ac t  N o .  10 2  o f  19 96 ) .   

 

Ac co rd in g  to  O fo r o  (1 995 ) ,  t he  d e f i n i t i on  o f  a n  S ME  

i n t e rna t i on a l l y  i s  u su a l l y  l i nk ed  to  a t  l e a s t  f i v e  c r i t e r i a ,  n am e l y ,  t he  

t o t a l  I s s  o f  e mp loyee s ,  Va lue  o f  f i x e d  a s se t s ,  Pa i d  up  c a p i t a l ,  

A nn ua l  t u rn - ove r ,  an d  an nua l  V o l .  o f  ph y s i c a l  p ro duc t i on .   

 

2 . 1  T HE STR UCT URE  OF PR OC UREME NT   

Th e  e s t i ma t io n  a nd  t he  s i z e  o f  p roc u r eme n t  i n  m o s t  A f r i c an  

c ou n t r i e s  e nc ou n te r  a  I s s  o f  c onc ep t ua l  a s  w e l l  a s  t e ch n i c a l  

p r ob l e m s .  To  e s t im a t e  p ro cu re men t ,  o t he r  g ove rn me nt s  n e t  ou t  

e xpe nd i t u re  o n  soc i a l  s e c u r i t y ,  pen s ion  t r a n s f e r s  an d  in t e re s t s  o n  

p u b l i c  de b t  f ro m  to t a l  go ve rn me nt  ex pe nd i t u re .  Un f or t una t e l y ,  the  

m an ne r  o f  c a l c u l a t i n g  a nd  r e po r t i ng  d i f f e r s  f ro m  o ne  c ou n t ry  to  

a no th e r .  

 

A n  O rga n i s a t i o n  fo r  E co no mic  C o - op e ra t i o n  an d  De ve l op me nt  

( OEC D )  r e po r t  ( 2 00 3 : 15 )  ha s  e s t a b l i she d  th a t  i n  th re e  Ea s t  A f r i c an  

c ou n t r i e s ,  t he re  i s  a  ve ry  s t r on g  f e e l i n g  a mo ng  t he  a c t o r s  t ha t  

S ME s  have  b een  ma r g in a l i z ed  i n  m o s t  o f  t he  pu b l i c  s e c t o r  

a c t i v i t i e s .  W h i l e  the re  a r e  ma ny  r e a son s  f o r  l a c k  o f  pa r t i c i pa t i on ,  

t he  ma in  on e  se e m  t o  be  l a ck  o f  c ohe re n t ,  t r an spa ren t ,  a c c ou n ta b l e  

a nd  pa r t i c i pa t o r y  p ro cu re men t .   
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In  t he  s a me  r ep o r t  ( OEC D,  20 03 ) ,  So u t h  A f r i c a  i s  c i t ed  a s  a  good  

e xam p le  b y  e xp l i c i t l y  t a k i ng  S ME s  on  boa r d  i n  i t s  p roc u r eme nt  

p o l i c y .  Howe ve r ,  th e re  a r e  o n -go in g  c ha l l en ge s  i n  r e l a t i o n  t o  th e  

p r oc u r eme n t  po l i c y  f o r  S ME s .  

2 .2  T HE VAL UE  O F SM ES  I N SO UT H AFRI CA  

Th e  va lue  o f  the  sm a l l  b u s i ne s s  s e c to r  i s  r e co gn i z ed  i n  e c on om ie s  

w o r ld w i de  i r r e sp ec t i v e  o f  the  e co nom ic  s t a tu s  o r  dev e l op me nta l  

s t a g e .  The  S ME  co n t r i bu t i on  t owa rds  g row t h ,  j o b  c r e a t i on  an d  

so c i a l  p ro g re s s  i s  v a lue d  h i gh l y  a nd  sm a l l  bu s in e s s  i s  r e ga r ded  a s  

a n  e s s en t i a l  e l e me n t  i n  a  s ucce s s f u l  f o r m u l a  fo r  a c h i e v ing  

e c on o mic  g row th  ( OEC D,  2 003 ;  V os l oo ,  199 4 ;  R u pe r t ,  1994 ;  

M a nde l a ,  19 95 ;  W o r ld  Ban k ,  19 91 ) .  E co no mic  h i s t o r i a n s  have  

d em on s t r a t ed  the  i m po r t anc e  o f  t h i s  p he no men on  in  E ur o pe ‟ s  

i nd u s t r i a l i z a t i on  an d  t he  sub se qu en t  de ve l op me nt  o f  o the r  

e me rg i ng  e c on om ie s  ( Be r ry  e t  a l ,  20 02 : 4 ) .  

 

I n  No r the r n  I r e l a nd  f o r  e xam p le ,  t he r e  i s  a n  e s t i ma te  o f  a bou t  

e i gh ty  th ou sa nd  sma l l  to  med iu m  en te rp r i s e s ,  e m p lo y i ng  ov e r  f ou r  

h u nd re d  t ho u sa nd  p eo p l e  an d  ha v i ng  a  tu r no ve r  o f  74 . 7 %,  the  

h i g he s t  f i g u re s  i n  an y  r eg io n  o f  the  Un i t e d  K i ngd om  ( D TI ,  2 000a ) .  

I n  th e  E u ro pea n  Un io n ,  SME s  a c co un t  f o r  95 %  o f  t he  t o t a l  I s s  o f  

e n te r p r i s e s .  The i r  c om me rc i a l  a c t i v i t i e s  r e p re sen t  64  pe r  c e n t  o f  

t he  a nn ua l  tu r nov e r  i n  th e  Un io n  an d  t hey  e mp loy  7 0  pe r  c en t  o f  

t he  to t a l  w o rk fo rc e  i n  Eu r ope  (F ee  e t  a l  200 2 :3 29 ) .  K i r ch of f  ( 1 994 )  

m ake s  a  c on v i nc i ng  a rg um en t  t ha t  go ve rn me nt s  sho u l d  f oc u s  on  

b u i l d in g  a  s t r ong  ba s e  o f  sma l l  f i rm s  f o r  g r ow th  to  be  r e a l i z e d .  

 

I n  h i s  ad dr e s s  a t  th e  P re s i de n t ‟ s  C onf e ren ce  on  S ma l l  Bu s in e s s ,  

f o r me r  s t a t e  p re s id en t  Ne l son  M an de l a  g a ve  th re e  r e a so n s  why  

S ME s  a re  i mp o r t an t  i n  So u t h  Af r i c a .  F i r s t ,  f o r  Ma nd e l a ,  the  

d eve lo pme n t  o f  SM E s  i s  i mp o r t an t  f o r  t he  soc i a l  a nd  e co no mic  
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d eve lo pme n t  o f  the  co un t ry  s i n ce  they  i nc re a se  co m pe t i t i v e ne s s  

a nd  mo b i l i z e  i d l e  f u nd s  to  p r od uc t i ve  a i m s .  S eco nd ,  SME  

d eve lo pme n t  co n t r ib u te s  to  a  mo re  equ a l  d i s t r i b u t io n  o f  e c on o mic  

p owe r s .  Th i r d ,  t he  s t i mu l a t i o n  o f  S ME s  c an  r e duce  t he  l eve l  o f  

u ne mp loy me nt  ( D TI ,  1 995a ) .  

 

M a nde l a ‟ s  f i r s t  po in t  o n  t he  i mp o r t an ce  o f  S ME s  r a i s e s  a  g r e a t  

c onc e r n .  Wha t  dev e l op in g  c ou n t ry  w ou l d  have  i d l e  f u nd s  g i ve n  the  

a pa r t he i d  de b t  tha t  S ou th  A f r i c a  i s  s t i l l  g r a pp l i ng  w i th ?  A l r e a dy  

t h i s  s t a t e me nt  im p l i e s  t ha t  S ME s  a re  do o med  t o  f a i l  becau s e  t he re  

a r e  n o  i d l e  fu nd s .  Th i s  a l so  r a i s e s  t he  q ue s t i on  o f  how  m uc h  the  

S ou t h  A f r i c a n  g ove r n me nt  p l a c e s  the  e mp ha s i s  o n  t he  imp o r t anc e  

o f  co m pe t i t i v e ne s s  a nd  c ap ab i l i t y  

.   

2 .3  C OM PE TITIV E TE NDE RING AND  C O NTRA CTI NG   

Th e re  i s  a  g en e r a l  c on se n su s  t ha t  mo s t  b a r r i e r s  th a t  m igh t  i nh i b i t  

S ME s  p roc u rem en t  m u s t  be  e xp lo re d .  A t  t he  s a me  t ime ,  th e re  i s  a  

u n i ve r sa l  r e c ogn i t i on  tha t  S ME s  a r e  c ru c i a l  f a c i l i t a to r s  o f  g row t h .  

Th u s ,  t he  n a t u re  o f  t he  P roc u remen t  P o l i c y  a nd  P roce s se s  i s  

e xp l a i ned  b y  de sc r i b i ng  the i r  g ene ra l  na t u r e  a nd  a s se s s i ng  the  

p r oc u r eme n t  c l i ma te  i n  S o u t h  A f r i c an  G o ve rn men t  De pa r tm en t s .   

 

M a nn i ng  (1 996 )  sug ge s t s  th a t  a n  agg r e s s i ve  S ME  po l i c y  sho u l d  

a dd i t i o na l l y  a dd re s s  „ c om pe t i t i o n  p o l i c y ‟  a s  an  im p o r t a n t  

e xp l ana t i on  fo r  th e  un de r - r ep re se n t a t i o n  o f  S ME s  i n  the  

m a i n s t r e a m  eco no my . 2 C om pe t i t i v e  t en de r i ng  an d  co n t r a c t i n g  have  

                                                 
2 A c c o r d i n g  t o  M a n n i n g  ( 1 9 9 6 :  4 ) ,  t h e  s u c c e s s f u l  u p g r a d i n g  o f  S M E s  i n t o  t h e  

m a i n s t r e a m  e c o n o m y  r e q u i r e s  t h e  i m p l e m e n t a t i o n  o f  p o l i c y  a t  a  r a n g e  o f  l e v e l s ;  m i c r o -

l e v e l  p o l i c i e s  t a r g e t e d  d i r e c t l y  a t  e n h a n c i n g  s m a l l  f i r m  c a p a c i t y ;  s e c t o r - w i d e  p o l i c i e s  

a i m e d  a t  i m p r o v i n g  t h e  p e r f o r m a n c e  o f  a l l  e n t e r p r i s e s  i n  a  s e c t o r ;  c o m p e t i t i o n - t y p e  

p o l i c i e s  a i m e d  a t  h e i g h t e n i n g  t h e  l e v e l  o f  c o m p e t i t i o n  i n  t h e  S o u t h  A f r i c a n  e c o n o m y ;  a s  

w e l l  a s  m a c r o e c o n o m i c  p o l i c i e s  a d d r e s s i n g  t h e  c o n t r o l l e d  s u p p l y  o f  c r e d i t  t o  c u s t o m e r s .    
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e mb rac ed  a l t e r na t i v e  mean s  o f  p roc u r in g  p ub l i c  s e c to r  f a c i l i t i e s  to  

t he  t r ad i t i o na l  r e l i an ce  u po n  an  i n -h ou se  t e a m  d e l i v e ry  ap p ro ach .  

Th i s  i s  be l i e ved  to  p r ov i de  g re a t e r  f l e x ib i l i t y  i n  b o th  p r o cu r i ng  

f a c i l i t i e s  an d  man ag ing  t he m  ( se e ,  S t e a ne  a nd  Wa l ke r ,  20 00 :245 ) .  

Th e y  c o n te nd  t ha t  th e  i s sue  i s  n o t  t o  pu r sue  a  p r oc u r eme nt  s y s t em 

a s  such .  Ra t he r ,  the  i s sue  i s  t o  en su re  tha t  p r oc u reme n t  a g enc i e s  

i m pr ove  t he  c l ima te  f o r  su cce s s fu l  t en de r i ng  an d  mo re  i mpo r t a n t l y  

t ha t  sou nd  qua l i t y  m ana gem en t  t e am s  o pe ra t e  i n  bo th  ope ra t i ona l  

a nd  su pe rv i s i n g  o rga n i z a t i o n s .   

 

Th ey  a r e  c r i t i c a l  o f  t h e  un re s t r a i ned  in t e re s t  i n  co m p e t i t i v e  ba sed  

c on t r a c t s  i n  the  A u s t r a l i a n  pu b l i c  m ana gem en t  c on tex t  –  such  

i n t e re s t  ap pea r s  to  b e  l ed  mo re  by  t he  i de o l ogy  o f  c om pe t i t i on  a s  

t he  e l i x i r  f o r  i mp rov ed  p ub l i c  c ho i c e  an d  the  e f f i c i en c i e s  o f  s e rv i c e  

t ha n  by  t he  l onge r - t e rm  b ene f i t s  a r i s i ng  f ro m th e  go od  

m ana gem en t  o f  r e l a t i on sh i p s  du r i ng  t he  p r ocu re me nt  p r oce s s .  

 

C om pe t i t i o n  i s  s e en  a s  f o s t e r i ng  g re a t e r  ch o i c e  f o r  c l i en t s  w hen  

d ec i d i ng  ab ou t  su p p l i e r s  a nd  wa y s  o f  o b ta i n i ng  s e rv i c e s .  

C on se que n t l y ,  C TC i s  s e en  a s  the  mo s t  e f f i c i en t  a nd  e f f e c t i v e  way  

o f  mee t in g  i de n t i f i ed  r eq u i r e men t s  o f  g ove r nme n t  to  p r ov ide  

o u tco me s  f o r  c l i e n t s  a nd  t he  c om mun i t y  a s  a  w ho l e  (A u s t r a l i an  

In du s t r y  Co mm i s s i on ,  19 96 : 52 ) .   

 

A  key  f e a t u r e  o f  the  E u ro pea n  p r ocu rem en t  d i r e c t i v e s  wa s  t o  o pen  

u p  th e  p ub l i c  p r o cu re men t  ma rke t  t o  S ME s  a nd  i nc re a s e  

c om pe t i t i on  f o r  p ub l i c  co n t r a c t s  ( Fee  e t  a l ,  20 02 : 327 ) .  Ac co rd ing  

H i r sch  (2 005 ) ,  the  r e a son s  fo r  u nev en  e c on om ic  pa t t e rn s  do  no t  l i e  

i n  t he  a n t i - co mpe t i t i v e  r e l a t i on s  b e twee n  l a rg e r  a nd  sma l l e r  f i rm ,  

r a the r ,  i t  l i e s  i n  p re f e ren t i a l  r e l a t i on s .   
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Th e  S ou th  A f r i c an  P r e fe ren t i a l  P r oc u re men t  Po l i c y  F ra mew o rk  Ac t  

N o .5  o f  2 000  a s  w e l l  a s  The  B ro ad - Ba se d  B l a ck  Ec on om ic  

E mp owe r men t  P o l i c y  Ac t  N o . 17  o f  2 00 4 ,  c l e a r l y  s t i pu l a t e s  tha t  

c on t r a c t s  sh ou ld  be  aw a r de d  t o  c a t ego r i e s  o f  pe r so n s  wh o  we re  

p r ev i ou s l y  d i s ad van ta ged  by  pa s t  un f a i r  d i s c r i m i na t i on  s y s t em s  

( G ove r nme n t  G aze t t e ,  3  Feb r ua ry  2 000  a nd  9  J an ua ry  2004 ) .  The se  

p o l i c i e s ,  l i k e  t he  A f f i rma t i ve  Ac t io n  P o l i c y  we re  a ime d  a t  

r e d r e s s in g  the  pa s t  i m ba l a nce s .  Th e  d i l e mma  f o r  po l i c y  m ake r s  i s  

h ow  t o  e nco u rage  t h e  S ME  an d  the  p rev io u s l y  d i s adv an tage d  

g r ou p s  t o  pa r t i c i pa t e  wh i l e  a t  t he  s am e  t ime  w o rk ing  w i t h i n  t he  

f r am ewo rk  o f  f a i r  c om pe t i t i on  w h i c h  i s  f un dame n ta l  to  e c on omic  

p o l i c y .   

 

In  sp i t e  o f  t he  S ou th  A f r i c an  h i s t o r i c a l  f o cu s  o n  l a rge r  b us i ne s s e s ,  

t he  sma l l  bu s ine s s  s e c to r  r e p re se n t s  a  s i gn i f i c a n t  po r t i on  o f  S MEs  

i n  S ou th  A f r i c a .  SM E s  a re  e s t i ma t ed  t o  be  ov e r  tw o  m i l l i on  (S t a t s  

S A ,  2 005 ) ,  ove r  two  a n d  a  ha l f  t i me s  th e  I s s  a  deca de  ago  ( Da r ro l ,  

1 99 6 ) .  Ba se d  on  t h i s  d a t a ,  t he  t o t a l  SM E  s ec t o r  a c co un t s  f o r  8 4% 

o f  a l l  p r i v a t e  em p l oy men t  an d  c on t r ib u te  to  t he  So u th  A f r i c an  

G D P m or e  tha n  t he  cu mu l a t i v e  a mo un t  f r om  b i g  co mpa n i e s .  

 

I n  1 99 8/9 9 ,  a  r e v i ew  o f  t he  r egu l a t i o n s  a f f e c t i ng  sma l l  b u s i ne s s  

wa s  c a r r i ed  o u t  an d  a  s t ro ng  r e po r t  p r od uced  f o r  g ov e r n men t .  

H owe ve r ,  p o s s ib l y  a f f e c t e d  by  the  r e a s s i gn me nt  o f  t he  D e pu ty  

M i n i s t e r  o f  T ra de  an d  In du s t r y  a f t e r  th e  19 99  e l e c t i on s ,  th e re  wa s  

n o  f o l l ow - t h ro ug h  o n  r e gu l a t o ry  r e fo rm .  Tw o  ma j o r  r e fo r m s  o n l y  

c om p le t e d  i n  2 005  we re  t he  e s t a b l i sh me nt  o f  a n  Ape x  f un d  to  

su p po r t  ve ry  sma l l  l o a n s  t o  m ic ro - bus i ne s se s  a nd  th e  me rge r  o f  

N t s i k a  w i t h  Na t io na l  M an ufa c t u r i ng  Ad v i so ry  Ce n t re  (N AM AC )  to  

f o r m Sma l l  En te r p r i s e  De ve l op me nt  Age ncy  ( SED A) .  
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Th e  Wh i t e  Pa pe r  on  S ma l l  Bu s i ne s s  (D TI ,  1 995 c ) ,  o f f i c i a l l y  known  

a s  t he  Na t i on a l  S t r a t e gy  fo r  t he  De ve lo pme n t  a nd  P rom o t i on  o f  

S ma l l  Bus in e s s  i n  S ou t h  A f r i c a ,  p r ov id e s  t he  g ov e r nm ent ‟ s  po l i c y  

f r am ewo rk  i n  r e sp ec t  o f  S ME s  in  So u th  A f r i c a .  Th e  Wh i t e  P a pe r  on  

S ma l l  Bu s ine s s  toge the r  w i t h  t he  S ma l l  Bu s ine s s  E nab l i ng  Ac t ,  

we re  i n t e nde d  to  f a c i l i t a t e  th e  t r a n s fo rm a t io n  o f  t he  sma l l  b u s ine s s  

s e c to r  i n  S ou th  A f r i c a  bu t  the re  a r e  s t i l l  ma ny  c ha l l eng e s  th a t  have  

n o t  bee n  r e so lv ed  de sp i t e  t he se  do cu men t s .  

 

2 .4  T RA NS PAR E NT GO VER NM E NT PRO CU REM ENT  

A n OEC D  s t udy  (20 03 )  i n  th re e  Ea s t  A f r i c a n  co un t r i e s  c a me  up  

w i t h  the  f i nd ing s  th a t  S ME  s t a keh o l de r s  f e e l  ma rg ina l i z e d ,  wh i l e  

t he re  a r e  m any  o t he r  r e a so n s  f o r  l a ck  o f  pa r t i c i pa t i o n ,  th e  ma in  

o ne  s e em  t o  be  l a c k  o f  co he ren t ,  t r a n spa re n t ,  a c co un ta b l e  and  

p a r t i c i pa t o ry  p ro cu re men t  p o l i c y .  

  

D e sp i t e  r e c en t  wo r l d -w i de  t r e nd s  towa rd s  p r i v a t i z a t i o n  o f  pu b l i c  

e n te r p r i s e s  a nd  som e  g ove r nme nt  a c t i v i t i e s ,  t he  pu b l i c  s e c to r  i n  

m o s t  co un t r i e s  c on t in ue s  t o  pe r f o r m a  fu nda me nta l  ro l e  i n  t he  

e c on o my  (M o i se  and  G r o s so ,  2 003 :5 ) .  Th e  to t a l  am ou nt  o f  p u b l i c  

p r oc u r eme n t  a s  a  pe rc e n tag e  o f  G ro s s  N a t io na l  P ro duc t  ( G N P)  i s  

l i k e l y  t o  i nc re a se  o r  a t  l e a s t  r em a i n  t he  s a me  i n  y e a r s  t o  c ome .  

C on se que n t l y ,  ope n  a cce s s  t o  p roc u rem en t  ma rk e t s  i s  an  i s su e  o f  

i nc re a s ing  im po r t an ce  i n  i n t e r na t io na l  e co no mic  r e l a t i on s  due  to  

t he i r  co mm er c i a l  s i gn i f i c a nce  a s  we l l  a s  t he  i m p l i c a t i on s  o f  

p r oc u r eme n t  p o l i c i e s  f o r  g ove r nm en t  a t t i t ud e s  i n  g ene ra l  t o wa rd s  

t he  e c on om y  (p . 6 ) .   

 

Th e  c on duc t  o f  g ov e r n men t  p roc u reme nt  i nvo lve s  a  s e qu ence  o f  

p r oce du ra l  s t ep s  th a t  p r ov i de s  a n  op p or t un i t y  a t  a l l  l e ve l s  f o r  

t r an spa r enc y  an d  o pe n  dec i s i on -m ak ing .  H oweve r ,  p ub l i c  
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p r oc ur eme n t  p ra c t i c e s  a r e  o f t e n  pe rce i ve d  no t  t o  co n t r i bu te  to  

c om pe t i t i v e  a c ce s s ,  b u t  r a the r  s e rve  v e s t e d  i n t e re s t s  and ,  i n  the  

i n t e rna t i on a l  co n tex t ,  r e p re sen t  n on - t a r i f f  ba r r i e r s .  I t  h a s  been  

p r ove n  i n  deve l op in g  c ou n t r i e s  t ha t  t r a n spa re n t  p ro cu re men t  

p r oce du re s  c a n  co n t r i bu te  t o  a  mo r e  e f f i c i e n t  a l l o c a t i on  o f  

r e sou rce s  th r oug h  in c re a sed  co mpe t i t i on  an d  b udg e t a ry  s av in g s  f o r  

g ove r nme n t s .   

 

Th e  c o s t s  o f  i ne f f i c i e n t  an d  o f t e n  un eco no mi c  p r ocu rem en t  a r e  

b o rn e  pa r t l y  by  p ro d uce r s  (w h o  d o  no t  r e c e i ve  e co no mic  r ewa r d s  

o n  t he  ba s i s  o f  the i r  e f f i c i ency )  an d  p a r t l y  by  t he  pu b l i c  s e c t o r  

( wh i ch  r e ce i ve s  sub - op t i ma l  v a lue  f o r  m o ney ) .  I n  m o s t  c a se s ,  

v i c t i m s  o f  p r oc u r em en t  i n e f f i c i e nc i e s  a r e  S ME s  beca u se  o f  the  

n eed  f o r  bu s ine s s  g r ow th  a s  we l l  a s  t o  g e t  a n  op po r t u n i t y  to  

p a r t i c i pa t e  i n  t he  e co n om ic  a r e na .  

 

2 .5  D EV ELO PI NG SME s  

 

Th e  i n t e r na t io na l  e xpe r i ence  o f  de ve lo pme n t  o r  em p owe r ment  

i n i t i a t i v e s  i n  t he  co n tex t  o f  S ME s  sho u l d  be  dea l t  w i th  c au t i on  

b ecau s e  i n  th o se  e c on om ie s  t he  S ME s  a re  we l l  c a pac i t a t ed ,  

p a r t i cu l a r l y  i n  c omp a r i so n  w i t h  t he  s i t ua t i on  in  mo s t  d ev e lo p i ng  

c ou n t r i e s .  The re  a r e  i n d i c a t i o n s  tha t  f i r m s  o wne d  by  i nd i ge no u s  

A f r i c an s  f a c ed  ma jo r  cha l l e nge s  du e  to  l a ck  o f  a c ce s s  to  

i n fo r ma t io n ,  c r ed i t ,  s k i l l s  an d  a  su p po r t i v e  i n s t i t u t i o na l  

a r r an ge men t  ( OECD ,  20 03 : 15 ) .  

 

I t  i s  c l e a r  t ha t  o ne  p o ten t i a l l y  c r i t i c a l  f a c to r  i n  the  succe s s  o f  any  

i nve s t men t - l e d  e n t r e p rene u r sh ip  p ro g ra mme  w i l l  be  t he  r o l e  a nd  

d eve lo pme n ta l  c ap ac i t i e s  o f  go ve r nme nt ,  e spec i a l l y  l oc a l  

g ove r nme n t  (R oge r so n ,  199 8 : 921 ) .  The  f a c t  t ha t  u rb an  d eve lo pme nt  
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h a s  bec ome  a  ma t t e r  o f  l o c a l  de c i s i on - mak in g  p ro v id e s  sp ace  f o r  

t he  em er gen ce  o f  so -c a l l ed  „ p r og re s s i ve  en t r ep re ne ur i a l  s t r a t eg i e s ‟  

w h i c h  se e k  to  r ed i r e c t  be ne f i t s  o f  g row th  away  f r om  t he  d o mi nan t  

s e c t i on s  o f  c a p i t a l  ( s e e  Le i t ne r  an d  Ga r ne r ,  1 993 ) .  Es s e n t i a l l y ,  

L oc a l  Eco n om ic  Dev e lo p men t  ( LE D)  s t r a t eg i e s  e me rge d  t o  ad d re s s  

p u b l i c  c o nce rn s  ov e r  p re c i s e l y  wh o  t he  b ene f i c i a r i e s  o f  LED 

p o l i c i e s  a r e  ( s e e  Mah a ra j  an d  Ra mb a l i ,  1 99 6 ) .   

 

O ve ra l l ,  a c co r d in g  to  Sav i t ch  a nd  Kan to r  ( 1 995 :4 98 ) ,  the i r  c once rn  

wa s  „ t o  ba l a nce  e co n om ic  g ro wt h  aga i n s t  soc i a l  e n hancem en t ‟ .  In  

m any  in s t an ce s ,  th e  eme rg ence  o f  p r og re s s i ve  en t r ep r ene u r i a l  

d eve lo pme n t  a pp roac h  i s  a  r e a c t i o n  t o  t he  sho r t co mi ng s  i n  t he  

p r e s t i g e  e co n om ic  d eve lo pme n t  m o de l  f o r  r e v i t a l i z i ng  the  soc i a l ,  

p o l i t i c a l  a nd  e c on om ic  t e r r a in .    

 

P e r t i n en t  the me s  i n  r e l a t i on  to  g ov e r n men t ‟ s  p r o cu re men t  

c ha l l en ge s  w i l l  b e  a dd re s se d  i n  t h i s  ch ap te r  w i t h  spec i a l  e m pha s i s  

o n  key  a r e a s  l i k e  E mp owe r men t  an d  Co mpe t i t i v e ne s s  a s  we l l  a s  

C or r up t i on  a nd  Bu rea uc ra cy .   

 

2 .4 . 1  E mp owe rme n t   

 

P e rva s i ve  i n  t he  e mp owe r me nt  l i t e r a t u re  i s  th e  co nc l u s i on  t ha t  the  

e mp owe re d  w i l l  l e a d  to  a ch i ev ing  a  co mp e t i t i v e  a dva n ta ge  

( M a t th ew s  e t  a l . ,  2 00 2 :2 97 ) .  I f  one  a c c ep t s  th i s  c onc lu s io n ,  i t  

b eco me s  i m po r t an t  t o  k n ow  wha t  sho u l d  b e  d one  i n  o r de r  to  

i nc re a se  S ME  pe rc ep t io n  o f  e mp owe r me nt .  

 

W i t h  va ry in g  v i ew s  o f  em po we rme n t  w i t h in  t he  S ME  co n tex t ,  so me  

s t r o ng l y  l i nk  i t  w i t h  f i na nc i a l  g a in s  a s  i n  med i a  r epo r t s  a nd  

h ead l i ne s ,  i n  a c t ua l  f a c t ,  i t  i s  deepe r  t han  tha t .   S i e ga l l  an d  

G a rd ne r ‟ s  ( 200 0 )  pe r spec t i v e  i s  th a t  e mp owe r men t  occ u r s  when  
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h ig he r  l e ve l s  w i th in  a  h i e r a r c hy  sh a re  po we r  w i th  l owe r  l eve l s  

w i t h i n  th e  s a me  h i e r a rc hy  i s  mo re  r e l e va n t  fo r  t h i s  s t udy .        

 

Th e  su b j e c t  o f  em po we rme n t  ha s  bee n  o ne  o f  the  c en t r a l  m o t i f  o f  

t r an s fo r ma t i on  t hou gh t  ove r  deca de s  a nd  a  l o t  co n t i nu e s  t o  be  

w r i t t en  o n  th i s  s ub j e c t ,  howe ve r ,  Cu nn in gha m  an d  h i s  co - a u th or s  

r a i s e  co nce rn  t ha t  t he re  ha s  b een  l i t t l e  e m p i r i c a l  r e se a rc h  on  

e mp owe r men t ,  i t s  m ean in g  an d  e f f e c t s  ( Cu nn ing ha m  e t . a l . ,  199 6  

p . 1 43 ,  s e e  a l so  R oge r son ,  1 998 :92 3 ) .   N o  on e  wh o  h a s  l ooked  

c r i t i c a l l y  on  the  sp a t e  o f  pu b l i c a t i on s  on  th i s  s ub j e c t  w i l l  be  

su r p r i s e d  by  t h i s  j u dg me nt ,  t hu s  much  o f  w ha t  ha s  b een  w r i t t e n  

f a i l s  to  s tud y  the  mea n i ng  an d  e f f e c t s  o f  e mp owe rm en t .    

 

 

2 . 4 .2  Le a d  F i rm C at a l ys t s ,  s u bc on t ra c t i ng  o f  S ME  

 

Th e  l a t e s t  th ink in g  i n  SME  de ve l op me nt  s t r a t e gy  f av ou r s  c l u s t e r ing  

( D TI ,  1 997 ) ,  a  s t r a t e gy  th a t  enco u rage s  l i n kage s  b e twee n  

b u s i ne s se s ,  r e su l t i n g  i n  c o l l e c t i v e  e f f i c i e ncy  an d  en han ced  

c om pe t i t i v ene s s .  Th i s  i s  s e e n  a s  a n  i n t e rve n t io n  mech an i sm  fo r  

S ME s  th a t  a r e  ma i n l y  cha ra c t e r i z ed  by  l a ck  o f  r e sou rce s  tha t  wo u ld  

e nab l e  t hem  to  f unc t i on  e f f e c t i v e l y .   

 

Th e  r o l e  o f  sub co n t r a c t i n g  a nd  o f  de ve lo p i ng  ne two r k s  o f  l i nkage s  

a mo ng  S ME s ,  a nd  b e tw een  S ME s  a nd  l a rge  e n te rp r i s e  ha s  been  

i de n t i f i ed  a s  be i ng  c r uc i a l  t o  t he  su cce s s  s t o r i e s  o f  s eve ra l  

i nd u s t r i a l  d i s t r i c t s  i n  t he  deve lo p i ng  w o r ld  ( Na dv i  a nd  S ch mi tz ,  

1 99 4 ;  Ad van i ,  1 99 7 ) .  The  m o s t  w ide l y  c i t e d  c a se  o f  su b -con t r a c t i ng  

f r o m  the  de ve l op in g  w o r ld  ex pe r i e nce  i s  tha t  o f  S ou th  K orea .  

P o l i c y ma ke r s  i n  K or ea  i de n t i f i e d  t he  l i n k i ng  up  o f  l a rge  f i r m s  and  

S ME s  a s  t he  key  t o  nu r tu r i ng  th e  d eve lo pme n t  o f  t he  SME  
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ec on o my  a s  we l l  a s  f o r  bo o s t in g  th e  c om pe t i t i v ene s s  o f  t he  

c ou n t ry ‟ s  e co no my  ( In du s t r i a l  Ba nk  o f  K o rea ,  1 99 3 ) .  

 

I n  t he  c on t e x t  o f  de man d - l e d  a pp r oache s  t o  S ME  deve lo pm en t ,  t he  

k ey  i s sue  i s  the  p o te n t i a l  l e a d  ro l e  th a t  l a r ge  f i r m s  may  a s su me  in  

„ weav ing  web s  o f  ve r t i c a l l y  de l i ne a t e d  p r od uc t i on  sub -c on t r a c tua l  

a r r an ge men t s  w i th  sm a l l  f i r m s  l oca t ed  i n  c l o se  p r ox im i t y  to  the  

l a r ge  un i t  (Na dv i  a nd  S ch mi tz ,  1 994 :1 9 ) .   

 

Ec on om ic  a na l y s i s  o f  en te rp r i s e  g r owth  an d  deve lo pm en t  i de n t i f i e s  

t he  i mp o r t a nce  o f  f i r m ‟ s  i n t e r a c t i o ns  w i th  o the r  a c t o r s  i n  t he i r  

e nv i r on me nt .  S c hmi tz  ( 19 95 )  ha s  a t t e mp te d  t o  l i nk  i n d us t r i a l  

d i s t r i c t s  w i t h  e c ono m ic  d e ve lo pme n t  b y  a dva nc i ng  th e  no t io n  o f  

„ co l l e c t i v e  e f f i c i ency ‟ ,  de f i ned  a s  the  c omp e t i t i v e  a d v a n t a g e  d e r i v e d  

f r om  l o c a l  e x t e r n a l  e c o n om i e s  a n d  j o i n t  a c t i o n .  S t ud i e s  r ev ea l  tha t  

c o l l e c t i v e  e f f i c i en cy  en ab l e s  sma l l - s c a l e  i nd u s t r y ,  o f t en  t r a ppe d  in  

l ow -p r o f i t  a n d  l ow  i nn ov a t io n  co mp e t i t i on  i n  d eve l o p in g  c ou n t r i e s  

t o  g ro w  th r oug h  spec i a l i z a t i on  an d  d i f f e r e n t i a t i o n  ( Dav i e s ,  20 01 : 7 ) .   

 

I n  t he i r  i n t e r na t i on a l  s t ud i e s  on  c l u s t e r i ng  Na dv i  an d  S c hmi tz  

( 19 94 )  i de n t i f i e d  fo u r  s i g n i f i c a n t  a r e a s  o f  c l u s t e r i ng .  F i r s t l y ,  t he  

c l u s t e r  i s  s a i d  to  ha ve  c on t r i bu te d  to  o ve ra l l  e f f i c i e ncy ,  i n c re a sed  

c om pe t i t i v ene s s  a nd  e co no mie s  o f  s c a l e .  S e co nd l y ,  c l u s t e r i ng  ha s  

b r ou gh t  w i th  i t  v a r i ou s  t ype s  o f  i n t e r - f i r m re l a t i o n s ,  r ang i ng  f r om 

t o t a l  ab se nce  o f  c o - o pe ra t i o n  t o  s i t ua t i o n s  w i th  e x t e n s i ve  

c o l l ab o ra t i v e  a r r a nge me nt s  i n  p ro duc t i on .  Th i r d l y ,  c l u s t e r s  a r e  

o f t e n  a s so c i a t ed  w i t h  so me  f o r m  o f  c om m on  soc i a l  i d e n t i t y  o r  

n e tw o rk  t ha t  s e t s  bo u nda r i e s  o f  a c c ep ta b l e  be ha v io u r .  In  so  do ing ,  

a  c ode  o f  g oo d  p r a c t i c e  i s  e s t a b l i sh ed  a mo ng s t  l i n ke d  f i rm s ,  

r e duc ing  su sp i c i on  a nd  se c r e cy ,  t r a i t s  c om mo n  to  t he  o ld  r eg ime  

w h i c h  f av ou re d  ma r ke t i ng  wa r f a r e .  F ou r t h l y ,  t he  s t a t e  c an  p l a y  a  
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k ey  ro l e  i n  b u s i ne s s  d ev e l op men t  t oge th e r  w i t h  the  b u s i ne s s  s e c t o r ,  

f o r mi ng  a  pa r t ne r sh i p  co mm i t t e d  to  e n su r in g  bu s i ne s s  g ro wt h .  

 

I n  S ou t h  Af r i c a  t he  fo r ma t io n  o f  c l u s t e r s  ha s  bee n  ha mp e red  by  

t he  a b senc e  o f  sup p or t  f i rm s ,  weak  r e se a rch  a nd  d eve lo pme nt  

c a pab i l i t i e s ,  i ne f f e c t i v e  t r a i n i ng ,  de s i gn  a nd  c o nsu l t a ncy  s e rv i c e s  

( Bu s i ne s s  A f r i c a ,  19 95 :8 ) .  Ma ny  bu s ine s s  l i nka ge  p r og ram me s  an d  

e xpe r i me n t s  i n  So u t h  A f r i c a  h ave  be en  c r i t i c i s e d  a s  be i ng  m ere l y  

c om ic  an d  to ken i s t i c ,  r e f l e c t i ng  t he  de s i r e  o f  l a r ge  f i r m s  t o  l o ok  

p o l i t i c a l l y  co r re c t  i n  the  n ew  So u t h  Af r i c a ,  o r  a s  be in g  a s so c i a t ed  

w i t h  un io n - bu s t i ng  a n d  the  s t r on g  m o no p so n i s t i c  p ow e r  o f  the  

l a r ge  en te rp r i s e s  ove r  t he i r  su pp l i e r s  (R oge r so n ,  1 998 :92 6 ; Ten d l e r ,  

1 99 4 ) .  A l t ho ugh  l a rge  en te rp r i s e s  en te red  i n t o  l i nkage  

a r r an ge men t s  w i t h  S ME s  f o r  soc i a l  r e sp o n s i b i l i t y  r e a so n s ,  so me  o f  

t he m hav e  show n  t o  be  succ e s s f u l .         

 

2 .4 .3  L oca l  Go v e rn me n t– le d  SM E  de ve lo pme n t  

 

P r og ra m me s  by  l oc a l  a nd  r eg io na l  go ve rn me nt  a u t ho r i t i e s  have  

p r ove n  t o  be  a  key  suc ce s s  f a c t o r  i n  d ema nd - l ed  e n t r e p re neu r sh ip  

d eve lo pme n t  i n  b o th  de ve l op ing  an d  de ve l ope d  wo r ld s .  I t  i s  c l e a r  

t ha t  on e  p o ten t i a l l y  c r i t i c a l  f a c to r  i n  t he  succe s s  o f  a ny  

i nve s t men t - l e d  e n t r e p rene u r sh ip  p ro g ra mme  w i l l  be  t he  r o l e  a nd  

d eve lo pme n ta l  c apac i t i e s  o f  l oc a l  g ove r nme nt .  New  Wo r l d  Ba nk  

r e se a rc h  on  lo ca l  g o ve rn men t  i n  So u th  K or ea  o f f e r s  c e r t a in  

p o i n t e r s  wh i c h  a r e  r e l eva n t  t o  t he  deve l op in g  wo r l d  exp e r i e nce  a s  a  

w ho l e  (Ro ge r so n ,  19 98 :92 1 ;  Le e ,  19 96 ) .  

 

Th e  c a se  o f  C h o l l a  o f f e r s  an  exa mp le  o f  l oc a l  deve lo pm en t  c o n tex t  

o f  an  i n ve s t me n t - l e d  p r oce s s  ba sed  o n  W o r l d  Ban k  i n t e rv en t i on  

w h i c h  t r i g ge red  an  i nd u s t r i a l i z a t i on  p ro ce s s  i n  t h i s  f o rme r l y  

e c on o mic a l l y  l a gg in g  r eg i on  o f  Kor ea .  The  Wo r ld  Ba nk - l e d  
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i n t e rve n t io n  i nv o lve d  t he  e s t ab l i shm en t  o f  t he  Ha na m  In d us t r i a l  

E s t a t e  a s  a  ba se  f o r  em p l oy men t -ge ne ra t i ng  i n du s t r i e s  by  a t t r a c t i ng  

m a j o r  Ko re an  c om pa n i e s  such  a s  Daewo o  a nd  L G a s  anc ho r  f i r m s .  

Th e  d eve l o pme nt  o f  t he  i n du s t r i a l  e s t a t e  p re sen te d  an  im p o r t a n t  

t u r n in g  p o i n t ,  fo r  i t  r e su l t e d  i n  a n  e x t en s io n  o f  t he  „ r u l e s  o f  the  

d eve lo pme n t  g ame ‟  i n to  t he  C h o l l a  r eg io n .   

 

C on se que n t l y ,  t he  i n i t i a l  i n t e rve n t io n ,  i n du s t r i a l  i n f r a s t ru c t u re  i n  

t he  Ch o l l a  r eg i on  ex pa nd e d  b y  a  f a c to r  o f  f i v e  t i me s  t he  o r i g ina l  

i nve s t men t  i n  t he  H ana m  Ind u s t r i a l  E s t a t e .  Be h i nd  t h i s  f i v e fo ld  

e xpa n s i on  we re  t he  a c t i v i t i e s  o f  t he  l oc a l  g ove r nme nt  w h i ch  

r e p l i c a t e d  the  Ha nam  p r o j e c t  i n  th re e  f u r the r  ph a se s  o f  ex t e n s i on  

w i t ho u t  any  f u r t he r  W or l d  Ba nk  o r  na t i on a l  g ove r nm en t  a s s i s t ance  

( U ND P,  1 988 ) .    

 

O ve ra l l ,  t he  e va l ua t i on  by  Lee  (1 99 6 )  su gge s t s  tha t  „ s e t t i ng  the  

i n s t i t u t i on s  r i gh t ‟  wa s  a  co nd i t i o n  mo r e  c ruc i a l  f o r  de ve lo pment  

t ha n  „ s e t t i ng  the  p r i c e s  r i g h t ‟ .  

 

2 .6  T HE NAT UR E O F CO RRU PTIO N  

 

A  mo re  ap pr o pr i a t e  d e f in i t i o n  o f  C o r ru p t i on  by  G o o l sa r r a n  ( 2006 )  

i n  th i s  s t ud y ‟ s  c on te x t  i s :  „Co r ru p t io n  i s  t he  m i su se  o f  pu b l i c  

p owe r  fo r  p r i v a t e  g a in ‟ .  The  e f f i c i e n t  an d  e f f e c t i v e  p roc u re men t  o f  

s e rv i c e s  i s  a  h i g h l y  co m p lex  a spec t  o f  p ub l i c  p r ocu rem en t  an d  

p r ov ide s  an  i r r e s i s t i b l e  l u r e  f o r  c o r ru p t i on .  A  mi su se  o f  p ub l i c  

p owe r  occ u r s  w hen  p o l i t i c i an s  an d  b u rea uc ra t s  de v i a t e  f r om  f o rma l  

r u l e s  o r  e s t a b l i she d  p r oced u re s  f o r  th e i r  p e r son a l  g a i n ,  s a c r i f i c i ng  

p u b l i c  i n t e r e s t  i n  f av ou r  o f  p r i v a t e  i n t e r e s t  (G oo sa r an ,  2 006 :3 9 ) .  
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C or r up t i on  t e nd s  to  be  mo re  p re va l en t  i n  a r e a s  w he re  t he  s t a t e  

i n t e r a c t s  w i t h  t he  p u b l i c  su ch  a s  t he  j u d i c i a r y ,  p r oc u r eme nt ,  

f o re i g n  exc han ge ,  r e g u l a t o r y  a ge nc i e s  a nd  ma ny  o t he r s .  Th e  na t u re  

a nd  t y pe  o f  co r ru p t i on  t e nd  t o  v a r y  dep en d i ng  on  t he  g ove r nme nt  

s y s t e m a nd  i t s  i n s t i t u t i o na l  cu l t u re  am o ng  t he  soc i e t i e s  (C ho  and  

C ho i ,  20 04 :71 8 ) ,  n o n - de moc ra t i s e d  A f r i c an  s t a t e s  a nd  mo s t  

d eve lo p i ng  co un t r i e s  a r e  ma i n l y  c ha ra c t e r i z ed  by  h i g h  co r r up t i on  

b ecau s e  o f  l a ck  o f  a c c ou n tab i l i t y .   

 

C ho  an d  C h o i  ( 200 4 )  c on te nd  tha t  i n  the  U n i t ed  S t a t e s ,  g ove r nme nt  

s e rv i c e s  o r  c i v i l  ap p l i c a t i on s  a r e  no t  g ene ra l l y  k now n  t o  b e  a  

so u rce  o f  c o r r up t i on  th ou gh  the re  a r e  n o  exc ep t i on s .  They  a l so  c i t e  

a  Ko re a  s i tua t i o n  w he re  w id e - r a ng in g  se rv i c e  a r e a s  o f  c i v i l  

a pp l i c a t i on s  a r e  kn ow n  a s  a  h o t  bed  f o r  co r ru p t io n  a nd  such  

c o r r up t i o n  ha s  t en de d  t o  be  sh i e l de d  in  se c re c y  due  t o  t he  

s y mb o l i c  r e l a t i o n sh i p s  be twee n  the  c i t i z en  ap p l i c a n t s  an d  t h e  c i t y  

o f f i c i a l s  i n  cha rg e ,  t h u s  mak ing  i t  ha r d  t o  so l v e .   

 

O ne  o f  the  ma jo r  d eba t e s  to day  i s  ab o u t  whe th e r  o r  no t  a c t i v e  

i nd u s t r i a l  po l i c y  p l a y s  a  su b s t an t i a l  ro l e  i n  p ro m ot ing  e c on om ic  

g r owt h  an d  a t  the  s am e  t i me  r ed re s s  pa s t  i mba l anc e s .  The re  i s  

a rg um en t  tha t  b u r e a uc ra t s  w i t h  c on t ro l  r i g h t s  ove r  f i r m s  c a n  c re a t e  

m ech an i sm s  to  ex t r a c t  so me  o f  the  r e n t s  t h r o ugh  b r ib e s  (A de s  and  

Te l l a ,  1 997 :  102 3 -10 24 ) .  

 

A  r ev i ew  o f  the  C on sume r  P r i c e  In de x  (C P I )  ove r  th e  y e a r s  

i nd i c a t e s  tha t  p oo r  d eve lo p i ng  c ou n t r i e s  t ha t  m o s t  need  p ub l i c  

r e sou rce s  fo r  e c on om ic  d eve l o pme nt  a nd  soc i a l  p ro g ram mes  a r e  the  

o ne s  pe rc e i ve d  to  be  mo s t  t a i n t ed  w i th  c o r ru p t io n .  F or  exa mp le ,  i n  

t he  CP I  20 05 ,  Ban g l a de sh  an d  C had  w e r e  c on s i de re d  t he  m o s t  

c o r r up t  co un t r i e s  w i t h  a  s c o re  o f  1 . 7  on  a  s c a l e  o f  0  to  10  

( G oo l sa r r an ,  2 00 6 :  6 1 ,  s e e  a l so  Mo i se ,  2 00 3 :1 1 ) .    
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T r an spa re ncy  In t e rn a t io na l  ha s  c a r r i ed  ou t  a  co mp re hens i ve  s t udy  

o f  c o r r up t i on  in  p ub l i c  p roc u reme n t  i n  i t s  T I  So u rce  Boo k  ( Deng  

e t  a l ,  20 03 : 158 ) .  Thr ee  t ype s  o f  co r ru p t i on  in  pu b l i c  co n t r a c t s  we re  

i de n t i f i ed .  F i r s t l y ,  c o l l u s i on  an d  k i c k -b ack s  i nvo lv ing  a n  i n s ide r  

( em p l oyee  o r  co n su l t a n t  wo rk in g  f o r  th e  ow ne r )  an d  an  ou t s i de r  ( a  

b id de r  i n  th e  c o n t r a c t  awa rd  pha se ,  o r  a  co n t r a c t o r  i n  the  co n t r a c t  

p e r f o rma nce  pha s e ) .  C o l l u s io n  ma y  occu r  du r ing  b o t h  t he  c on t r a c t  

awa r d  a nd  the  c on t r a c t  pe r fo r man ce  pha se .  A nd  s e c on d l y ,  c o l l u s i on  

i nv o l v i ng  o n l y  ou t s i de r s .  Th i s  t ype  i s  u sua l l y  de s c r ib ed  a s  „ b id  

r i gg i ng ‟  a nd  hap pen s  mo s t l y  d u r in g  t he  c on t r a c t  awa rd  ph a se .  

Th i rd l y ,  c h ea t in g  i n vo lv ing  the  c on t r a c to r  o n l y ,  wh o  may  p r ov ide  

f a l s e  i n f o r ma t i on  o r  i n du l ge  i n  j e r r y -b u i l d ing  du r ing  c on t r a c t  

p e r f o rma nce .  

 

Th e  e co no mic  c onse que nce s  f o r  c oun t r i e s  w i t h  h i gh  l e ve l s  o f  

c o r r up t i o n  a re  ve ry  g r ave .  F i r s t ,  go ods  a n d  se rv i c e s  bec om e  mo re  

c o s t l y ,  w h i c h  h u r t s  t he  qua l i t y  an d  s t a nda r d  o f  l i v i ng  o f  c i t i z en s .  

S eco nd l y ,  t r a de  i s  d i s to r t ed  beca u se  p r e fe ren ce  i s  g i ven  t o  go od s  

a nd  se rv i c e s  tha t  o f f e r  t he  g re a t e s t  b r i be s  (G oo l sa r r an ,  20 06 :  61 ) .  

Ac co rd in g  t o  h i m ,  c o r r up t i o n  f i nd in g s  i n  t he  m i s a l l o c a t i o n  o f  s c a rc e  

r e sou rce s  a nd  a re a s  tha t  a r e  g e nu in e  nee d  o f  deve lo p men ta l  

a s s i s t a nce  a r e  o ve r l oo ke d .  C omp e t i t i v e n e s s  i s  a l so  d i s to r t e d  i n  th i s  

r ega r d  beca u se  p re f e ren ce  i s  g i ve n  to  th o se  wh o  o f f e r  g r e a t e s t  

b r ibe s  a nd  i n s i g n i f i c a n t  s e rv i c e  de l i v e ry .  

 

C or r up t i on  i s  kn own  t o  hav e  a  neg a t i v e  e f f e c t  o n  i nve s t me n t  and  

g r owt h ,  o ne  exa mp l e  o f  t he  i n t e r a c t i on s  b e tw een  a c t i v e  i n d us t r i a l  

p o l i c y  an d  co r ru p t i on  i s  p rov ide d  by  t he  U S$3 7  b i l l i o n  S ou th  

K o rea n  Yu lgo k  de f en ce -p ro cu re men t  p r og ra mme  ( Th e  E c on om i s t ,  

2 9/ 01 /19 94 ) .  The  p r o g ram me  re p re se n te d  one  t h i r d  o f  go ve r nme nt  

sp en d i ng  d u r i ng  the  197 0 s  an d  1 980 s .  A t  the  hea r t  o f  we re  two  
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p o l i c i e s  tha t  g ave  a n  e x t r a o rd ina ry  a m ou nt  o f  d i s c r e t i on  t o  

g ove r nme n t  p roc u rem en t  o f f i c i a l s .   

 

Th e  f i r s t  wa s  f a mi l i a r  r e que s t  fo r  s e c r e cy  i n  m i l i t a r y  p rocu re me nt ;  

t he  s e co nd  w a s  a c t i v e  i nd u s t r i a l  po l i c y  enc ou rag in g  t e ch n o logy  

t r an s fe r s  to  l o c a l  co m pan i e s  tha t  w ou ld  l a t e r  t a ke  o n  the  su p p l y  o f  

m i l i t a r y  eq u i pme n t  t o  th e  S ou th  Ko rean  a rmy .  A s  the se  co m pan i e s  

p r og re s se d  d ow n  t he i r  „ l e a r n i ng  c u rve s ‟ ,  t hey  e n j oyed  r e n t s  t ha t  the  

S ou t h  Ko rea n  mi l i t a r y  sha re d  th r oug h  b r i be s .   

 

C or r up t i on  a l l e g a t i o n s  l e d  t o  an  i n ve s t i g a t i o n  t ha t  e nde d  in  1 993  

w hen  Le e  Ch un  Ku ,  a  f o rm er  de fe nce  m i n i s t e r ,  wa s  co nv i c t ed  on  

a cc ep t i ng  a  US $370 ,0 00  b r i be  fo r  a r r a ng i ng  a  t e a r  g a s  co n t r a c t .  

Th i s  i nv e s t i g a t i on  l ed  to  g e ne ra l s  be in g  s a c ked ,  r ep r iman de d  o r  

t h r own  to  j a i .  A  c a s e  a l m o s t  s i m i l a r  t o  t h i s  one  i n  S ou t h  A f r i c a  i s  

t he  A rm s  d ea l  co n t r a c t  t ha t  l ed  t o  th e  a r r e s t  a nd  su spe n s i on  o f  

s e n i o r  g ove r nme n t  o f f i c i a l s .   

 

A l so ,  a c co rd in g  to  a  SAACE  ( The  So u th  A f r i c a n  A s soc i a t i o n  o f  

C on su l t i ng  E n g i nee r s )  r ep o r t  ( J an ua r y  2 00 5 ) ,  t he re  i s  l a ck  o f  

c oo r d i na t io n  a t  p r ov inc i a l  a nd  loca l  go ve rn me nt  i n  t e r m s  

p r oc ur eme n t  po l i c y  i mp l em en ta t i on  t ha t  ha s  h am pe red  c on f ide nce  

i n  t he  i n du s t r y .        

 

I n  So u t h  A f r i c a ,  p r oc u r eme n t  wa s  e a r ma rke d  a s  o ne  o f  the  

s i gn i f i c a n t  v eh i c l e s  f o r  r ed re s s ing  pa s t  im ba l ance s  –  t he  1 995 /96  

i n t e r i m  s t r a t e g y  c a l l ed  t he  ‟ 10 - po i n t  p l a n  wa s  de ve l ope d  w i t h i n  the  

n a t io na l  g ove r nmen t  f o r  sma l l e r  co n t r a c t s .  I f  t he  t en de r i ng  

c om pan y  w a s  fu l l y  b l a ck - owne d ,  w om en - owne d ,  d i s ab l e d - ow ned ,  

e t c . ,  i t  c ou ld  ge t  a  b i d -p r i c e  adva n ta ge .  Th i s  s t r a t eg y  had  

l im i t a t i o n s  beca u se  o f  f r o n t ing  w h i c h  de fe a t s  pu r po se  o f  r ed r e s s ing  

t he  p a s t  i mba l an ce s .   
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2 .7  G OV ER NME NT  BU REA UCRA CY  

 

L ew i n  f a m ou s l y  p r oc l a i med ,  “ The re  i s  n o th ing  so  p ra c t i c a l  a s  g oo d  

t he o ry”  ( J a in ,  20 04 :1 ) ,  s i gn i f y i ng  t ha t  a  go od  the o ry  l e nd s  i t s e l f  to  

b e i ng  a pp l i e d  i n  a  v a r i e t y  o f  c on tex t .  I n deed ,  r e se a rc he r s  i n  the  

b u rge on in g  d i sc i p l i n e  o f  g ove r nm en t  sy s t e m s  ha ve  u se d  a  v a r i e t y  o f  

e s t ab l i shed  the o r i e s  an d  th eo re t i c a l  l en s e s  t o  gov e r n men t  sy s t e m s .  

 

We be r ‟ s  t he o r y  o f  Bu rea uc ra cy  ( J a in ,  2 00 4 :1 )  de sc r ibe s  a  new  

o r gan i z a t i ona l  fo rm  ( i . e .  b u re au c ra cy )  tha t  We be r  n o t i c e d  had  

s t a r t e d  eme rg in g  i n  W e s te r n  soc i e t y  du r in g  the  s e c on d  ha l f  o f  the  

n in e t e en th  c e n t u ry .  Acc o rd ing  t o  h i m ,  i n  th i s  new  t ype  o f  

o r gan i z a t i on ,  l e ade r sh ip  an d  a u th or i t y  w e re  de r i v ed  f r om  a  m ore  

„ r a t i on a l ‟  f r a me - wo r k  t ha n  wa s  the  c a se  be fo re .  P r ev io u s l y ,  

a u t ho r i t y  wa s  de r i ve d  f ro m e i the r  ch a r i sm a  o r  t r ad i t i o n .   

 

I n  the  c a se  o f  ch a r i sma t i c  au th o r i t y ,  fo l l owe r s  o beyed  g i f t ed  

l e ade r s  ou t  o f  d ev o t i on ,  l o y a l t y  an d  r e sp ec t .  T rad i t i o na l  au t ho r i t y ,  

o n  th e  o th e r  ha nd  e x i s t ed  du e  t o  h i s t o r i c a l  r e a son s  and  pe op l e  

o bey ed  a  pe r so n  i n  p owe r  f o r  t he  s i mp l e  r e a son  t ha t  t he  p e r son  

wa s  i n  a  p o s i t i on  o f  t r ad i t i o na l  po we r ,  f o r  exa mp le  i n  the  c a s e  o f  

m o na rch i c a l  o r  o t he r  he re d i t a r y  l e ad e r sh ip  p o s i t i o n .   

 

J a i n  ( 2 )  g i ve s  a  c l e a r  a na l y s i s  o f  W eb e r ‟ s  t h re e  key  f e a t u re s  o f  

b u re a uc ra t i c  o r gan i z a t i on s .  F i r s t l y ,  bu re a uc ra c i e s  ha d  a  f o r m a l  and  

u na mb igu ou s  h i e r a r c h i c a l  s t r uc tu re  o f  p owe r  a nd  au t ho r i t y .  

S e co nd l y ,  bu re auc ra c i e s  had  a n  e l ab or a t e  r a t i ona l l y  de r i v ed  a nd  

s y s t e ma t i c  d i v i s i on  o f  l a bo r .  Th i rd l y ,  bu re auc ra c i e s  we re  go ve rn ed  

b y  a  s e t  o f  g en e r a l ,  f o r ma l ,  e x p l i c i t ,  e x hau s t i v e  an d  l a r ge l y  s t ab l e  

r u l e s  t ha t  we re  i mpe r sona l l y  a pp l i e d  i n  d ec i s i o n - mak in g ;  m o re ove r ,  

a l l  d ec i s i o n s  an d  c om m un ic a t i o n s  we re  r e c o rde d  i n  pe r ma ne n t  f i l e s  
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a nd  such  r e c o rd s  we re  u sed  to  r e f i ne  ex i s t i n g  r u l e s  an d  de r i ve  ne w  

o ne s .  

 

A l t ho ug h  We be r  wa s  l a rge l y  p o s i t i v e  ab ou t  bu re auc ra cy ,  s ev e ra l  

s c ho l a r s  h ave  c r i t i c i s e d  v a r io u s  a spec t s  o f  t h i s  o rga n i z a t i o na l  fo rm.  

Ac co rd in g  to  Mer t o n  (1 976 : 51 ) ,  a  f un da men ta l  f a i l u r e  o f  

b u re a uc ra cy  wa s  i t s  t en de ncy  t o  fo s t e r  „ g oa l  d i sp l a c e me nt ‟ .  

Ex ce s s i ve  ad he re nce  an d  co n fo r mi t y  t o  r u l e s  a n d  r eg u l a t i ons  

r e su l t ed  i n  ru l e s  b eco mi ng  e nd s  i n  t he m se l ve s ,  a nd  so me t i me s  

p r eve n te d  o r gan i z a t i on s  f ro m  ac h i e v in g  the i r  r e a l  g oa l s .  A no t he r  

f a c to r  i s  tha t  o r gan i z a t i o na l  me mbe r s  i n  bu re auc ra c i e s  o f t e n  t r y  to  

a pp l y  f o r ma l  ru l e s  an d  p ro ced u re s  i n  u nsu i t ab l e  s i t ua t i o n s .  

 

Bu r n s  an d  S t a l ke r  ( 196 1 : 18 ) ,  con s id e r  h i g h l y  bu r e a uc ra t i c  

o r gan i z a t i on s  w e r e  r e s i s t a n t  t o  cha nge .  A  p reva i l i ng  a t mo sp he re  o f  

h i e r a r c hy ,  c on t ro l ,  e f f i c i ency  a nd  p r ed i c t a b i l i t y  me an t  tha t  

o r gan i z a t i ona l  me mb e r s  f av o red  s e l f - co n t i nu i t y  an d  f e l t  th r e a t e ned  

b y  c ha nge .    

 

Ac co rd in g  t o  J a i n  ( 2 00 4 ) ,  IT  ( i n fo r ma t i on  t e c hn o l ogy )  i s  a  t o o l  fo r  

r e fo r mi ng  b u re au c ra cy .  Th i s  v i ew  ho ld s  IT  a s  a  d r i v e r  a nd  e na b l e r  

o f  c han ge  a n d  r e fo r m  due  to  i t s  bo und a r y  c ha l l e ng i ng  na t u re ,  a nd  

g ove r nme n t s  c an  be  r e e ng i nee re d  an d  r e i nve n ted  v i a  IT  t o  se rve  

so c i e t y  be t t e r .  A cco r d i ng  t o  th i s  v i ew ,  ke y  f e a tu re s  o f  W ebe r i an  

b u re a uc ra cy ,  i . e .  h i e r a r c hy ,  d i v i s i on  o f  l a bo u r  an d  r i g i d i t y  o f  ru l e s  

h ave  l ed  t o  a  s i t ua t i on  in  b u r e auc ra t i c  o rga n i z a t i o ns  w he re  

p r oce s se s  a r e  h i g h l y  i n f l e x i b l e  a nd  in f o r ma t io n  i s  he l d  i n  „ s i l o s ‟  

( i . e .  n o t  sha re d  p r op e r l y ) ;  t h i s  ha s  r e su l t e d  i n  g ov e r n ment  

b u re a uc ra c i e s  be i ng  i n f l ex ib l e  an d  un re spo n s i v e  to  the  nee d s  o f  

c i t i z e n s .  
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G o ve rn men t  l e a de r s  h av e  t ake n  a n  i n i t i a t i v e  to  em b race  t e c hn o logy  

b ecau s e  o f  t he  e f f e c t  IT  i s  ha v i ng  i n  t h i s  f a s t  mo v i ng  e r a  o f  

t e ch n o lo gy  an d  a re  we l l  a wa re  o f  some  o f  t he  cha l l e nge s  i t  c ou ld  

m i n i m ize  b y  a do p t in g  i t .  Tech no lo gy  ha s  p r ove n  to  be  a  f a s t ,  co s t -

e f f e c t i v e  an d  e f f i c i en t  c o mm un ic a t i o n  to o l  wh i ch  i s  l a ck i ng  i n  mo s t  

b u re a uc ra t i c  s y s t e ms .  

 

I n  a  me mo ra nd um  o n  t he  sub j e c t  o f  e l e c t r on i c  Go ve rn men t  t o  the  

h ead s  o f  e xec u t i ve  d e pa r t men t s  an d  ag enc i e s  o f  t he  U .S .  f e de ra l  

g ove r nme n t ,  t he  th en  p re s ide n t  B i l l  C l i n to n  (1 999 )  i n s t ru c t e d  

ag enc i e s  to  de s i g n  E -G ov e r n men t  sy s t e m s  t ha t  p r om o te  a c c e s s  to  

g ove r nme n t  i n f o rma t i on  o rgan i z e d  n o t  b y  a ge ncy ,  bu t  by  t he  t y pe  

o f  s e rv i c e  o r  i n f o rm a t io n  t ha t  p eo p l e  m ay  be  se ek ing .  

 

Th e  B r i t i s h  g ove rn me nt  co m mi s s i o ne d  a  „ Mak ing  a  D i f f e r ence  

s t u dy  on  Red uc i ng  Bu rea uc ra cy  i n  C en t r a l  C i v i l  Go ve rn me nt  

P r oc u rem en t ‟  to  i de n t i f y  p ra c t i c a l  mea su r e s  t ha t  c a n  be  t ake n  by  

t he  O f f i c e  o f  Gov e r n men t  C o mme rce  ( O GC)  a nd  gov e r n men t  

d epa r tm en t s  t o  r e du ce  b u re au c r a cy  a nd  t he reb y  r ed uce  co s t s  and  

a c h i e ve  be t t e r  de l i v e ry  ( Boa ten g  a nd   A l exa nde r ,  200 3 ) .  Th e  ma in  

f a c to r  th a t  c ame  ou t  o f  t h i s  s t udy  i s  t he  sha r i ng  o f  i n fo r ma t ion  

t h r oug h  t he  u se  o f  IT ,  t r a n sp a r ency  a nd  e f f i c i en cy .        

 

H owe ve r ,  r e se a rch  h a s  p r ove n  bu re auc ra cy  w or k s  we l l  i n  c e r t a in  

c on te x t s  an d  t he  the o ry  o f  b u r e auc ra cy  ha s  bee n  u se d  in  a  v a r i e t y  

o f  c on te x t s  to  a na l y se  a nd  un de r s t an d  o r gan i z a t i on  i n  soc i e t y .  Fo r  

e xam p le ,  i t  h a s  been  u sed  to  ex p l a in  th e  e vo lu t i on  o f  c om m un i s t  

so c i e t i e s .  Cu r ren t  r e se a rc h  i n  th i s  i s su e  do e s  no t  o f f e r  a deq ua t e  

c l a r i t y  i n to  the  u nde r l y in g  p roc e s s e s  a t  wo rk  o r  the  l i k e l y  o u tco me s  

t o  be  ex pec t ed .  F u tu re  r e s e a r ch  e f fo r t s  a r e  th u s  r e qu i r ed  t o  ge t  a  

b e t t e r  u nde r s t an d i ng  o f  t he se  i s su e s .  
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2 .8  LE GISL ATIVE  FRAM EWO RK  

 

I n  u nd e r s t a nd ing  t h e  r o l e  o f  S ME s  in  t h e  po s t - ap a r t h e i d  e co nomy  

i t  i s  i mp o r t an t  to  u n de r s t a n d  so me  o f  t he  p r in c ip l e s  w h i c h  a r e  

g u i d i ng  g ove r nme nt  i n t e r ven t i on s  an d  su p po r t  i n f r a s t ruc t u re  f o r  

S ME s .  S ou t h  A f r i c a  i s  a  de ve l op ing  co u n t ry  whe re  t he  r eg im e  o f  

a pa r t he i d  ha s  l e f t  ma ny  c ha l l eng e s  i n  ad d i t i on  t o  th e  g l oba l  

n e tw o rk s .  Du r ing  ap a r t he i d ,  S ou th  A f r i c a ‟ s  S ME  ec on omy  wa s  n o t  

a  po in t  o f  f ocu s  by  po l i c y - make r s  o r ,  i n  the  c a se  o f  b l a c k - ow ned  

e n te r p r i s e s ,  a c t i v e l y  d i s co ur age d  b y  r e p re s s i v e  mea su re s .  I n  l i ne  

w i t h  t h i s  p o l i t i c a l  a nd  e co no mic  d i s i n t e re s t ,  sm a l l  en t e rp r i s e s  d i d  

n o t  f o r m pa r t  o f  the  r e se a rch  ag en da .    

 

H owe ve r ,  a f t e r  199 ,  pu b l i c  s e c to r  p r o cu re men t  ha s  bec ome  an  

i m po r t an t  to o l  t o  r e med y  pa s t  i n j u s t i c e s  i n  So u th  Af r i c a .  S o  mu ch  

so  tha t  t he  C o ns t i tu t i o n  make s  ex p re s s  p ro v i s io n  fo r  p r oc u r eme nt  

p o l i c y  p r ov id ing  f o r  t he  p re fe re n t i a l  a l l oc a t i o n s  o f  co n t r a c t s  an d  

a dva nce men t  o f  p rev io u s l y  d i s adv an tage d  i nd iv id ua l s  o r  g ro u p s  ( SA  

L aw  J ou r na l ) .   

 

Ac co rd in g  to  the  DTI  BEE s t r a t egy  d oc ume n t ,  em pha s i s  i s  p l a c ed  

o n  th e  f a c t  t ha t  S ou t h  A f r i c a  r eq u i r e s  a n  e c on o my  tha t  c a n  mee t  

t he  f u l l  p o t en t i a l  o f  a l l  i t s  e co no mic  c i t i z en s  –  the  pe op l e  an d  the i r  

e n t e r p r i s e s  –  i n  a  su s t a ina b l e  man ne r .  S u s t a i nab l e  de ve l opm en t  ha s  

b een  de f i ne d  i n  the  B r un d t l a nd  Re p or t  a s  tha t  wh i ch  m ee t s  t he  

n eed s  o f  t he  p r e sen t  w i t ho u t  co mp r om i s i ng  th e  a b i l i t y  o f  f u t u re  

g e ne ra t i on s  t o  mee t  t he i r  ow n  nee d s ‟  ( (WEC D,  19 87 ) .  

 

I n  t he  r e c on s t ruc t io n  in i t i a t i v e s  o f  po s t  a pa r the id  So u th  A f r i c a ,  

p r o mo t i on  a nd  su pp o r t  o f  S ME s  ha s  b eco me  a  s i g n i f i c an t  p o l i c y  

i s sue  (Ro ge r so n ,  19 98 :13 2 ;  A l ek se eva ,  20 0 :1 ) .  I n  the  19 90 s  by  

c on t r a s t ,  new  po l i c y  o b j e c t i v e s  a c t i v e l y  p r om o te  S ME s .  F o r  the  
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p u rp o se  o f  t h i s  s tu dy ,  t he  SA  C on s t i t u t i o n ,  th e  PF MA a nd  t he  

P r e fe ren t i a l  P ro cu re men t  a r e  c r uc i a l  t o  t he  So u th  A f r i c a n  SME  

c on tex t  an d  w i l l  be  b ene f i c i a l  to  t h i s  s tu dy .   

 

 

2 .7 . 1  T he  C on s t i t u t io n  o f  th e  R e pu b l i c  o f  S o u th  A f r i ca  

 

Th e  i mp o r t ance  o f  t he  p ub l i c  s e r v i c e  i n  a c h i ev in g  the  a sp i r a t i o ns  

o f  the  dem oc ra t i c  So u th  A f r i c a  i s  un de r l i ne d  by  p r o mi nen t  c l a u se s  

i n  th e  Co n s t i tu t i on ,  w h i ch  l a y  dow n  va l ue s  a nd  p r i nc ip l e s  t o  gu ide  

a dm in i s t r a t i on  i n  ev e r y  sphe re  o f  g ove r nme nt ,  an d  p ro v id e s  the  

b a s i s  f o r  t he  s t ruc tu re  an d  fu nc t ion in g  o f  t he  pu b l i c  s e r v i c e  

( Ru s se l l ,  2 001 :2 42 ) .  

 

Ac co rd in g  to  Sec t i on  2 17  o f  th e  So u th  A f r i c a n  C ons t i tu t i on ,  

p r oc u r eme n t  m u s t  b e  f a i r ,  t r a n spa re n t ,  c om pe t i t i v e  an d  c o s t -

e f f e c t i v e .   

 

Th e re  a r e  ho weve r  t en s io n s  t ha t  r e su l t  f r o m t he  co n s t i t u t i on  tha t  

i s  s u pp o sed  t o  p ro te c t  a l l  S ou th  A f r i c an  c i t i z en s  f r o m  a l l  f o r m s  o f  

d i s c r i m i na t i on  an d  a t  the  s am e  t i me  the  So u th  Af r i c an  g ov e r n ment  

i s  f a c e d  w i th  t he  c ha l l en ge s  o f  r e d re s s i ng  pa s t  i mb a l ance s .  How 

ca n  one  ap p l y  an y  o f  t he se  p o l i c i e s  w he n  the re  i s  a  l aw  tha t  

p r o te c t s  t he  c i t i z ens  f r o m f u r t he r  d i s c r i m i na t i on ?  Ca n  i t  b e  d one  

t h r oug h  B l a ck  Eco n om ic  E mp owe r me nt ,  A f f i r ma t i ve  Ac t i on  o r  

P r e fe ren t i a l  P r ocu re men t ?  A re  t he se  i n i t i a t i v e s  n o t  a ga in s t  the  

S ou t h  A f r i c an  Co n s t i tu t i on ?   
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2 .7 .2  T he  Pub l i c  F i na nce  Ma n ag eme nt  Ac t  

 

Th e  Pu b l i c  F ina nce  M anag eme n t  Ac t  (P F M A) ,  199 9  (Ac t  N o .1  o f  

1 99 9 )  i s  o ne  o f  th e  m o s t  i mp o r t an t  p i e c e s  o f  l e g i s l a t i o n  p a s sed  by  

t he  f i s t  de mo cr a t i c  g ove r nme n t  i n  S ou th  A f r i c a .  Th e  Ac t  p r o m ote s  

t he  o b j e c t i v e s  o f  go o d  f i nanc i a l  ma nage me nt  i n  o r de r  to  m ax i mize  

s e rv i c e  de l i v e ry  t h ro ug h  e f f e c t i v e  an d  e f f i c i en t  u se  o f  t he  l i m i t ed  

r e sou rce s .   

 

Th e  P FM A  g ive s  e f f e c t  t o  se c t i on  21 6 (1 )  o f  t he  Co n s t i t u t i on  o f  t he  

Re pu b l i c  o f  So u th  A f r i c a ,  19 96  (Ac t  N o .  10 8  o f  19 96 ) .  Th i s  

r eq u i r e s  th e  na t i ona l  l e g i s l a t i on  to  „ e s t ab l i sh  a  na t i ona l  t r e a su ry  

a nd  p r e sc r i be s  me a su re s  t o  en su r e  t r a n spa re ncy  a nd  e xp en d i tu re  

c on t ro l  i n  e a ch  sph e re  o f  go ve rn me nt ,  b y  i n t ro duc in g  ge ne ra l l y  

r e c og n i z e d  a c cou n t i ng  p ra c t i c e ;  u n i fo r m  exp en d i tu re  

c l a s s i f i c a t i o n s ;  an d  u n i fo r m  t r e a su ry  n o rm s  a nd  s t an da rd s .  An  

i m po r t an t  ob j e c t i v e  o f  t h i s  a c t  i s  to  p u t  i n  p l a c e  m o re  e f f e c t i v e  

f i nan c i a l  a c c ou n tab i l i t y  s y s t e m s  ove r  p ub l i c  e n t i t i e s .  

  

2 .7 .3  B la ck  Ec o no mic  Emp o we rme n t  Po l icy  

 

Th e  B r oad  – Ba sed  B l a c k  E co no mic  E mp owe r men t  Ac t  N o . 53  o f  

2 00 3  wa s  r a t i f i e d  t o  p r om ot e  th e  a c h i ev eme nt  o f  the  c on s t i tu t i ona l  

r i gh t  t  o  e qua l i t y ,  i n c re a se  b roa d -ba sed  a nd  e f f e c t i v e  pa r t i c i pa t i on  

o f  b l a ck  p eo p l e  i n  th e  So u t h  Af r i c an  e co n omy .  

 

Th e  Em pl oym en t  Eq u i t y  A c t  N o .  5 5  o f  19 98  wa s  r a t i f i e d  i n  o rde r  

p r o mo te  th e  c on s t i t u t i ona l  r i gh t  o f  eq ua l i t y  a nd  t he  e xe rc i s e  o f  

t r ue  dem oc racy  a s  we l l  a s  p r om o te  e c on o mic  d eve lo pm en t  and  

e f f i c i en cy  a mo ng  o th e r  th ing s .  
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Th e  B l a ck  Eco nom ic  Em pow er me nt  P o l i c y  a s  we l l  a s  t he  

E mp loy me nt  Eq u i t y  an d  A f f i r ma t i ve  Ac t i o n  Po l i c i e s  we r e  am ong  

t he  f i r s t  p o l i c i e s  t h a t  t he  S ou th  A f r i c a n  gov e r n men t  spec i f i c a l l y  

d eve lo ped  f o r  b l a c k  pe o p l e  a nd  p r ev i ou s l y  d i s ad va n ta ged  

i nd iv id ua l s  (P D Is )  t o  r e d r e s s  th e  pa s t  e c on om ic  i mba l ance s  a s  a  

r e su l t  o f  ap a r t he i d .  

 

Th e se  po l i c i e s  a r e  r e c e i ve d  w i th  r e s i s t anc e  by  so me  g r ou p s  t ha t  

„ pe rc e i ve ‟  the m  a s  t he  r eve r sa l  o f  a pa r t he id .  Th o se  r e s i s t i ng  t he se  

c han ge s  c on t in ue  to  pe r pe t ua t e  th e  i l l s  o f  t he  apa r th e i d  sy s t em .  

 

D e sp i t e  t he  ma ny  e c on om ic  g a i n s  mad e  i n  t he  co un t r y ‟ s  1 2  y e a r s  o f  

d em oc racy  –  g r ow th  h i t  4 . 9 % in  2 005  –  the  r a c i a l  d i v ide  be twe en  

r i c h  an d  po o r  r e ma in s . 3 

 

 

2 .7 .4  P re fe ren t ia l  P roc ure men t  Po l i cy  

 

Th e  P re fe re n t i a l  P r o cu re men t  F ramew o rk  o f  200 0  ( P PF  Ac t )  i s  

a no th e r  im po r t a n t  p i e c e  o f  l e g i s l a t i o n  t ha t  i s  a  d r i ve r  w i t h in  BEE 

p o l i c y  a l t h oug h  muc h  de ba te  ha s  g one  i n to  c ha ng i ng  the  ow ne r sh ip  

p a t t e r ns  o f  bu s ine s s .  M o s t  a na l y s t s  a rgu e  th a t  p re f e ren t i a l  

p r oc u r eme n t  i s  a t  t he  hea r t  o f  su s t a ina b l e  b l a ck  e c on o mic  

e mp owe r men t .  

 

Th e re  i s  a  sh i f t  i n  b u s in e s s  pay i ng  a t t en t i on  t o  e l e me n t s  o f  BE E 

o t he r  th an  ow ne r sh i p ,  an d  be ing  mo t i va t ed  to  d o  so  by  s i g n i f i c an t  

p o i n t s  i n  th e  p ro cu re me nt  p roc e s s .  I t  c an  be  a rgu ed  th a t  th i s  

s y s t e m  i s  p r one  t o  a bu se  an d  c an  be  t o  t h e  d i s a dva n tage  o f  t h o se  i t  

i s  s up po sed  to  be ne f i t .  The re  a r e  r e po r t e d  c a se s  o f  f r on t i ng  and  

                                                 
3A l e x a n d e r ,  h t t p : / / w w w . s o u t h a f r i c a . i n f o / d o i n g _ b u s i n e s s / t r e n d s / e m p o w e r m e n t / b e e . h t m .   
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f o rg in g  i n  p u r su i t  o f  e a r n in g  p o i n t s  t o  g e t  a  go ve rn men t  t en de r  and  

d e sp i t e  the  f a c t  tha t  th o se  wh o  hav e  t r i ed  t o  hac k  the  sy s t e m have  

b een  fo un d  a nd  p ena l i z e d ,  t he se  c a se s  a r e  s t i l l  i n  th e  do ma in . 4 

 

2 . 9  S UMM ARY  

E ven  t ho ugh  So u t h  A f r i c a  i s  a  de ve l op in g  c ou n t ry ,  i t  i s  i m po r t an t  

t o  a ck no w le dge  t ha t  i t  i s  d i f f e r e n t  f r om  t he  r e s t  o f  t he  w o r ld  and  

t he  c ha l l e nge s  tha t  S ou t h  Af r i c a  i s  f a c e d  w i th  c an no t  b e  r e so lved  

b y  ad op t i ng  f i x e d  i n t e r na t io na l  so l u t i on s .  H owev e r ,  t he  p r o b l e m s  

t ha t  t he  co un t ry  i s  f a c e d  w i th  i n  r e l a t i o n  t o  p r ocu r ing  to  S ME s  a re  

n o  d i f f e r en t  f r o m  t he  r e s t  o f  th e  wor l d  an d  c a n  be  man age d  i f  

t he re  i s  c o mm i t me nt  t o  S ME s  de ve l opm en t  by  u s i ng  a  com b ina t i on  

o f  ex pe r i e nce s  o f  c ou n t r i e s  l i k e  No r th e rn  I r e l an d ,  Au s t r a l i a  a nd  

K o rea  an d  e l s ew he re  t o  im p ro ve  on  the  So u th  A f r i c a n  s i t ua t i on .   

 

M o re ove r ,  i t  i s  im p o r t a n t  to  a c kno w le dge  tha t  t he re  a r e  no  

g ua ran te e s  th a t  a l l  t he se  i n t e rn a t io na l  m ech an i sm s  w ou ld  w o rk  b u t  

i t  i s  im po r t an t  t o  de ve l op  r e l e van t  p rog ra m s ,  i mp l eme n t  an d  r e v i ew  

t he m;  a nd  ad j u s t  th e  p r ocu re men t  sy s t em s  t o  be  spec i f i c  t o  t he  

S ou t h  A f r i c an  co n tex t .    

 

 

 

 

 

 

                                                 
4 See Appendix below for the Table on Legislative Framework on Public Procurement.  
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CHAPTER 3 

PRESENTATION OF THE RESEARCH FINDINGS 

 

Th i s  cha p t e r  w i l l  p re se n t  the  d a t a  o f  t he  So u th  A f r i c a n  

p r oc ur eme n t  sy s t em  in  r e l a t i o n  t o  SM E s  a s  pe r  the  f i e l d  f i n d i n g s ,  

t o  u n rav e l  o th e r  key  i s sue s  t ha t  we re  p r ev io u s l y  neg l e c t ed  a nd  o pen  

p l a t f o rm s  f o r  f u r t he r  d eba t e .  Th i s  i s  a  s e n s i t i v e  ma t t e r  g i ve n  t he  

p o l i t i c a l  an d  so c io -e co no mic  c l i ma te  o f  t he  S ou t h  A f r i c an  

p o pu l a t i o n .  The re fo r e ,  r e spo n den t s  m i gh t  no t  ha ve  bee n  o b j e c t i v e  

i n  ad d re s s i ng  p o l i c y  i s sue s  an d  i t  w i l l  be  d i f f i cu l t  i f  no t  i mp o s s i b l e  

t o  g e t  a  c om mo n g ro u nd .   

 

S ou t h  Af r i c a  i s  f a c e d  w i th  a  s i t ua t i on  w he re by  i t  i s  dev e lo p i ng  

m ech an i sm s  t o  r ed r e s s  pa s t  i n j u s t i c e s .  The se  a r e  mo s t l y  r e c e i ve d  

w i t h  r e s i s t a nce  beca u se  the re  a r e  tho se  w ho  f e e l  t ha t  t he y  a r e  

a t t a cke d  by  the  sy s t em  a nd  w i l l  do  w ha teve r  i s  po s s ib l e  to  p ro te c t  

t he i r  i n t e r e s t .  A t  t he  s a me  t ime ,  t he re  a r e  th o se  wh o  we re  a f f e c t ed  

b y  the  p rev io u s  sy s t em  an d  wa n t  to  r e c l a i m  th e i r  po l i t i c a l  a nd  

so c i o - e co no mic  ben e f i t s .  Th i s  i s  the  b i gge s t  c ha l l eng e  f o r  t he  

S ou t h  A f r i c an  g ove r nme nt .  W i th ou t  a  s y s t ema t i c  a pp r oac h  and  

i m p l e men ta t i on ;  th e  g ove r nm en t  w i l l  f o reve r  be  f a c e d  w i th  

u ne nd ing  b a t t l e s  t h a t  a r e  de s t ruc t i v e  to  t he  g ro wt h  a nd  

d eve lo pme n t  o f  the  c ou n t ry .   

 

A s  s t a t ed  e a r l i e r ,  th a t  l i t t l e  a t t en t io n  h a s  be en  pa i d  to  t h i s  a r e a  o f  

s t u dy  i n  the  pa s t  an d  th e r e f o re  e x i s t i n g  l i t e r a t u re  i s  cu r r e n t  a nd  

a dd re s s ing  man y  r e l a t e d  i s sue s  su r ro u nd i ng  th i s  p heno me no n .  

C om pa r i son s  o f  s e t s  o f  s tu d i e s  a r e  t he  c o re  o f  s c i enc e ,  an y  s i ng l e  

s t u dy  i s  w o r t h  l i t t l e  i f  no t  co mpa re d  a nd  r e l a t ed  t o  o the r  s i m i l a r  

s t u d i e s  ( Ar nq v i s t  a nd  Wo o s t e r ,  199 5 : 24 0 ) .  Fu r the r mo re ,  s t ud i e s  
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v e r y  r a r e l y  show  ide n t i c a l  f i n d i ng s  bu t  i n s t e ad  t y p i c a l l y  d i f f e r  b o th  

i n  t he  mag n i tu de  o f  e f f e c t s  a nd  in  the  occu r re nce  o f  s i g n i f i c an t  

f i nd ing s .  Th oug h  t he  h eu r i s t i c  v a l ue  o f  r ev i ew s  an d  co mpa r a t i v e  o r  

e va l ua t i v e  r e se a rc h  a nd  the  l eve l  a t  w h i ch  to  m ake  ge ne ra l i z a t i o ns  

m ay  be  deba te d ,  r e s e a rc h  r ev i ew s  p ro v i de  t he  b a s i s  f o r  con cep t ua l  

s y n t he se s  an d  f o r  de ve l op men t  o f  g en e r a l  t he o ry ,  an d  a re  t he re f o re  

e s se n t i a l  to  sc i e n t i f i c  a nd  ge ne ra l  de ve lo p men t  ( p . 2 36 ) .  

 

3 . 1  S ME  OW NERS HIP BY RACE  A ND  G E ND ER  

 

A ny  p o l i c y  dec i s i on  o r  s t a t i s t i c a l  wor k  o n  S ou th  A f r i c a n  S MEs  

r eq u i r e s  a c cu ra t e  i n fo r ma t io n  ab ou t  t he i r  s i z e  an d  s t r uc tu re .  

U n fo r tu na t e l y ,  th i s  i n fo r ma t io n  i s  no t  e a s i l y  a va i l a b l e  e spec i a l l y  on  

t he  i n fo r ma l  s e c to r  wh i ch  a ppa re n t l y  r e p re sen t s  a t  l e a s t  tw o - t h i rd s  

o f  t he  S ME  p op u l a t i on .  G ive n  S ou t h  A f r i c a ‟ s  spec i f i c  h i s t o ry  o f  

a pa r t he i d ,  wh i ch  mea n t  t he  e xc l u s i on  o f  t he  ma j o r i t y  o f  p o ten t i a l  

e n t r e p ren eu r s  l i k e  b l a c k s  an d  w ome n  f r o m  p r ope r  ed uca t i on  a nd  

a cc e s s  t o  p r o pe r t y  a nd  /  o r  f i na nc i a l  r e sou rce s ,  i t  i s  i mpo r t a n t  to  

k no w  to  wha t  e x t en t  an d  i n  w ha t  fo rm s ,  p rev io u s l y  d i s ad va n ta ged  

i nd iv id ua l s  a r e  a b l e  t o  t ak e  pa r t  i n  bu s in e s s .   

 

J u s t  l i k e  mo s t  wo me n  w o r l dw i de ,  wo me n  in  S ou th  A f r i c a  p e r f o rm  a  

c on s ide ra b l e  p a r t  o f  u npa id  w or k :  c oo k i ng ,  c l e an i ng ,  n u r s ing  

c h i l d re n  a nd  t he  s i ck ,  f e t ch in g  wa te r  a nd  w oo d  a nd  o the r  a c t i v i t i e s .  

U n fo r tu na t e l y  e c ono m i s t s  d o  no t  t a ke  i n t o  co n s id e r a t i o n  t he se  

a c t i v i t i e s .  H owev e r ,  i f  wo me n  s t op ped  p e r f o rm in g  t he se  t a sk s  t he  

w ho l e  e co no my  wo u l d  co l l a p se  (Wo ma n  P lu s  #1 ,  2 00 0 ) .  

 

Th e  So u t h  A f r i c an  g ove r nm en t  i s  a  g oo d  e xam p l e  o f  wo men  

e mp owe r men t  w i th  m o re  tha n  40 %  o f  c a b i ne t  po s i t i o n s  be ing  he ld  

b y  wo me n  a s  we l l  a s  p rem ie r sh ip s .  Th e  p r i v a t e  s e c to r  i s  n o t  
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r e f l e c t i v e  o f  th i s  m o ve .  The re  a r e  on l y  a b ou t  10 %  re p re se n t a t i on  

o f  wo me n  a t  boa rd  l e ve l  an d  30 %  eq u i t y  ow ne r sh ip  i n  b u s ine s s  

( Em po we rde x ,  20 05 .  Le s s  t ha n  5 % o f  w ome n  h o ld  the  p os i t i on  o f  

d i r e c to r  i n  c om pa n i e s  l i s t e d  o n  t he  J oh an n e sb u rg  S t ock  Ex change  

( Wo man  P l u s  #1 ,  20 00 ) .  The  sa me  s t udy  r ev ea l s  t ha t  w o men  

c on t ro l  30 % o f  So u t h  A f r i c a n  S ME s .  Th e  r e po r t  s ugg e s t s  t ha t  one  

o f  th e  p o s s i b l e  r e a so n s  fo r  the  l a ck  o f  f e ma l e  r e p re sen t a t i o n  a t  t op  

l eve l s  i s  t ha t  man y  w o men  c ho o se  to  g o  i t  a l one  a s  s e l f  e mp loyed  

c on su l t an t s .  Th i s  a l l ow s  th em  t he  f l e x ib i l i t y  t o  j ug g l e  p ro f e s s i ona l  

a nd  f am i l i a l  r e spo ns i b i l i t i e s .  

  

Th e  soc i o -e co n om ic  co n tex t  o f  p re v io u s l y  d i s ad va n taged  

i nd iv id ua l s ,  i n  pa r t i cu l a r  th e  l a ck  o f  fu n ds  to  s t a r t  bu s ine s se s  on  

t he i r  o wn  a s  we l l  a s  t h e  r i s e  o f  P re fe re n t i a l  P r ocu re me nt ,  W omen  

E mp owe r men t  an d  B r oa d  Ba se d  B l a ck  Ec on om ic  Em powe r men t ,  

h ave  l ed  to  a n  i nc re a se  o f  c r o s s  r a c i a l  an d  c ro s s  g e nde r  

p a r t ne r sh ip s  o r  „ c on so r t i u m s ‟ .  In  g ene r a l ,  i t  a ppea r s  th a t  m o s t  o f  

t he se  pa r tn e r sh i p s  we re  o n l y  s t a r t ed  a ro u nd  199 8  b u t  eve n  g r ow i ng  

m o re  p op u l a r  p o s t  2 00 4  ( Be r ry  e t  a l  200 2 : 34 ) .  

 

I n  the  s a mp le  da t a  b e l ow  (4 . 1 .B ) ,  7 6 % o f  the  r e sp on de n t s  a r e  b l a ck  

o wne r s  fo l l owed  by  wh i t e  ow ne r s  a t  14 . 2 9%  w h i c h  i s  r e f l e c t i v e  o f  

t he  Nt s i k a  1 99 7  a nd  GE M 200 1  f i g u re s  a s  pe r  t ab l e  4 . 1 .A .  

Ac co rd in g  t o  the se  f i g u re s  (GE M  a 7  N ts i k a ) ,  the re  i s  an  i nc re a s ing  

I s s  o f  p rev io us l y  d i s a dva n ta ged  S ME s  b u t  t he re  i s  no  c l e a r  da t a  to  

p r ov id ing  the  I s s  o f  b l a ck s  i n  the  S ME  s ec t o r  bu t  a c c o r d in g  t o  the  

G E M  a nd  N t s i k a  f i g u re s ,  t he re  i s  a  v i s i b l e  g ro wt h  o f  P DIs  i n  the  

S ME  sec to r .   
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T a b l e  1 :  R a c i a l  D i s t r i b u t i o n  o f  f i r m  o w n e r sh i p  b y  S A  P D I s  

N TS IK A 1 99 7  G E M 2 00 1    

W h i t e  P r ev io u s l y  

D i sa dva n ta ged  

W hi t e  P r ev io u s l y  

D i sa dva n ta ged  

4 2 . % 5 8 % 2 2 % 7 8 %  

 

S o u r c e s :  O wn  c a l c u l a t i o n s  b a s e d  o n  G E M 2 0 0 1 a n d  N t s i k a  1 9 9 7  

 

T ab le  2 :  F re q ue nc y  Dis t r ibu t i on  o f  Ra ce  
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Th e  r e se a rch  sa m p le  ha s  a  h i gh  r a t e  o f  ma l e  e qu i t y  own e r sh ip  o f  

a bo u t  67 % w i th  w om en  a t  ab ou t  3 3% .  Th i s  i s  i n  l i ne  w i th  c u r ren t  

t r en d s  w he re  w omen  a re  s t i l l  ma rg i na l i z e d .  The  c u r ren t  s i t u a t i o n  i s  

b e i ng  r ed re s se d  b y  p l a c in g  spec i a l  e mp ha s i s  on  Wo men  

E mp owe r men t  a s  we l l  a s  th r oug h  the  C ode  o f  G oo d  Pr ac t i c e  d ra f t  

t ha t  wa s  r e l e a se d  b y  t he  De pa r t men t  o f  T ra de  a nd  Indu s t r y  i n  

D ece mbe r  20 05 .   

 

H ow  d o e s  t h e  a l l o c a t i o n  o f  r e s o u r c e s  i n  t h e  s t a t e  b u d g e t  i n f l u e n c e  t h e  l i f e  

a n d  w e l l - b e i n g  o f  w om en ?  Th i s  que s t i on  wa s  r a i s e d  by  two  So u t h  

A f r i c an  o rga n i z a t i on s ,  na me l y ,  th e  C om m un i t y  Ag ency  f o r  S oc i a l  

E nq u i r y  (CAS E)  a nd  t he  In s t i t u t e  f o r  D em oc racy  i n  S ou t h  Af r i c a  

( IDA SA ) .  They  t ook  t he  i n i t i a t i v e  t o  c a r r y  ou t  a  g e nde r  an a l y s i s  o f  

b u dge t s  i n  a l l  s t a t e  depa r t men t s .  Th i s  i n i t i a t i v e  r e c e i ved  a  na me  

B la ck  7 6 % 

C ol o u re d  5 % 

W hi t e  14 % 

M ix ed  

S t a f f  

5 % 
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„ The  W om en ‟ s  b udge t ‟  an d  beca me  a n  a c ade mic  r e se a rch  w h i c h  i s  

t o  p ro v i de  r e c o mm en da t i on s  t o  a d ju s t  bu dge t  a c co r d in g  to  the  

s t a t e  c on s t i tu t i o na l  v a lu e s  (A l e k see va ,  W oma n  P l au s  #1 ,  20 00 ) .     

 

T a b l e  3 :  F r e q u e n c y  D i s t r i b u t i o n  b y  G e n d e r  

   

 

 

  

 

T ab le  4 :  F re q ue ncy  Dis t r ib u t i o n  o f  E q ui t y    
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A  se c t o r  c l a s s i f i c a t i on  a na l y s i s  o f  r e sp o nde n t s  i s  d om in a te d  by  

C on su l t i ng  a t  5 0% f o l l ow ed  by  Mi n in g  a t  2 2%  w h i c h  h a s  show n  

v i s i b l e  i mp r ove ment  i n  th e  S ou t h  A f r i c a n  i nd u s t r y .  W om en  a re  a l so  

v i s i b l e  i n  t he  m in i ng  i n du s t r y  a l t hou gh  t he re  i s  l e s s  t ha n  1 % 

v i s i b i l i t y  o f  f e ma l e  b ene f i c i a r i e s  f r om t he  So u t h  A f r i c an  m i n in g  

a c t i v i t y .  Acco r d i ng  t o  th e  Em pow er dex  s t u dy  ( 20 05 ) ,  a bo u t  34 %  of  

S ME s  ha ve  wo men  sh a re ho ld i ng  an d  c on t ro l  i n  exce s s  o f  ab ou t  

3 0 %.  Th i s  s tu dy  r e vea l s  a  s i g n i f i c a n t  e s t i ma te  o f  57 % wo men  
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o wne r sh i p  w i t h i n  t he  h o sp i t a l i t y  i nd u s t r y  f o l l owe d  c lo s e l y  by  

m a rke t i ng  an d  c om m un ic a t i o n s  su b - s ec to r  a t  a bo u t  53 % .  The  

f i g u re s  s t an d  a t  ab o u t  22 %  i n  the  In f o rma t i o n  Tech n o l ogy  and  

Te l e co m mu n ic a t i ons  su b - sec to r  a n d  j u s t  7 %  i n  the  In d us t r i a l  

s e c to r .   

 

M o s t  r e spo nde n t s  e mp loy  be twee n  5  a nd  50  e mp loye e s  a nd  have  

b een  ope ra t i ona l  f o r  ab ou t  10 yea r s  ( 84 %) .  The re  a r e  s t i l l  

d i sp a r i t i e s  be twee n  m e n  a nd  wo men ‟ s  e a rn in g ,  t he re  a r e  s t i l l  

i nd u s t r i e s  w he re  me n  e a r n  o ne  a nd  a  h a l f  o r  t wo  t i me s  m o re  t han  

w ome n ,  c om pa r i ng  m on th l y  e a rn i n g s  o f  wh i t e  men  a nd  A f r i c an  

w ome n  the  g a p  b eco me s  e ven  w ide r .  Th e  ed uca t i ona l  l e v e l  i s  a l so  

d i f f e r en t  –  o n l y  1 8%  o f  A f r i c a n  w ome n  a nd  22 %  o f  A f r i c an  men  

h ave  go t  ma t r i c u l a t i on  c e r t i f i c a t e s ,  w he re a s  t he  pe rcen ta ge  fo r  

w h i t e  wo me n  a re  ab o u t  6 6 % an d  75 % f o r  m en  (Wo man  P l u s#1 ,  

2 00 0 ) .   

 

T ab le  5 :  F re q ue ncy  Dis t r ib u t i o n  o f  Su b - Se c t o r  

   

C iv i l  a n d  S t ru c t u ra l  6 %  

M i ni n g   a nd  E n gi ne e r i n g  2 2 %  

P ro je c t  M an ag e men t  6 %  

T rans p o r t  6 %  

C o ns t ruc t io n  6 %  

C o nsu l t i n g  5 0 %  

T ra i n in g  a nd  D ev e l o p me n t  6 %  
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T ab le  6 :  F re q ue ncy  Dis t r ib u t i o n  o f  B us in ess  Ag e  

   

 5  –  1 0  8 4 % 

1 1  –  15  1 1 % 

M o re  t ha n  
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M a nn i ng  (1 99 6 ,  p p . 63 -6 7 )  a r gue s  t ha t  the  So u th  A f r i c an  

g ove r nme n t  i n t e r ve n t io n  fo r  S ME  p r o mo t i on  de r i v e s  f r om 

i de n t i f y i ng  t h re e  key  ro l e s  f o r  S ME s  in  th e  na t io na l  e co no my  and  

so c i e t y ,  na me l y ,  emp lo yme n t  p ro m ot ion ,  e c on om ic  d i s t r i bu t io n  an d  

t he  e nha nce men t  o f  co mpe t i t i v e ne s s .   
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Th e  ro l e  o f  S MEs  i n  em p l oym en t  p r o mo t i on  i s  pa r t i c u l a r l y  

s i gn i f i c a n t  g i v en  t ha t  the  pa s t  ap a r t he id  e c o no my  ha s  been  

c ha ra c t e r i z e d  by  j ob l e s s  g r ow th .  A s  r ega r d s  e c on o mic  

r e d i s t r i b u t io n ,  S ME  p r om ot io n  w i l l  co n t r ib u t e  to  r ed r e s s  the  

e c on o mic  i ne qua l i t i e s  i n he r i t e d  f r om t he  a pa r t he i d  e r a .  La s t l y ,  

S ME s  a re  exp ec t ed  t o  e nha nce  e c on om ic  co mp e t i t i v e ne ss  o f  l oc a l  

i nd u s t r y  i n  o rd e r  to  s t im u l a t e  g row th  an d  ex po r t s .   

 

T ab le  7 :  F re q ue ncy  Dis t r ib u t i o n  o f  I s s  o f  e mpl oy ees  

   

0  –  2  2 3 % 

3  –  5  4 7 % 

10  –  5 0  2 4 % 

M o re  t ha n  50  6 %  
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Th e  S ou t h  A f r i c an  g ove r nme n t  spen d s  a b ou t  R  36 0  b i l l i on  a  y e a r  

o n  p roc u r i ng  g oo d s  a nd  s e r v i c e s .  Mo s t  o f  t h i s  m oney  i s  ch an ne l l ed  

t o  b l a c k  e co no mic  e mp owe r men t . 5 Th e r e  i s  s t ro ng  be l i e f  t ha t  t he  

s e c to r  c ha r t e r s  w i th  c l e a r l y  de f ine d  ba l anc ed  sc o r eca rd s  a s  we l l  a s  

a  c ode  o f  g o od  p ra c t i c e  w i l l  p re ven t  so me  p ub l i c  s e c t o r  b od i e s  

f r o m dev i a t i n g  f rom  l eg i s l a t i o n  o n  g ov e r n men t  p roc u re me nt .    

 

S ME s  a re  f a c e d  w i th  a  c ha l l en ge  o f  a  m i n i mu m  wo r k f o rce  b eca use  

o f  the  na t u r e  o f  the i r  bu s i ne s s  an d  e co n om ic  c o n s t r a in t s .  Ye t  they  

                                                 
5 S e e  h t t p / / : w w w . d a i l y t e n d e r s . c o . z a .  
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h ave  t o  f i nd  t he  t im e  to  go  t h ro ugh  t he  l e ng thy  an d  dem an d ing  

t en de r  p ro ce s s .  Acco r d i ng  t o  t he  r e sp on de n t s  be l ow ,  a bo u t  33 %  of  

t he m  have  r e sp on de d  to  t e nde r s  a nd  o ve r  t he  l a s t  th re e  y e a r s ,  

a bo u t  35 %  of  t hem h ave  bee n  awa r ded  a  t e nde r  a nd  t hey  sp en d  o n  

a ve rage  u p  to  5 0  hou r s  pe r  t en de r .   

 

Th i s  i s  a  r e a l  cha l l e ng i ng  s i tu a t i o n  g i v en  t he  m in im um  re sou rce s  

t hey  have  a s  we l l  co m pe t in g  w i th  co r po r a t e  g i an t s .  Th e se  a r e  k in ds  

o f  s i t ua t i on s  tha t  c a l l  f o r  go ve rn me nt s  t o  i n s i s t  o n  c l u s t e r ing  

b ecau s e  the n  th e  SM E  w i l l  no t  be  bu r d ene d  w i t h  a dm in i s t r a t i v e  

t a sk s .  I n s t e ad ,  i t  w i l l  h ave  m o re  t im e  t o  foc u s  o n  t he  p ro d uc t  o r  

s e rv i c e  de l i v e r y .   

 

Th e re  i s  no  a va i l ab l e  da t a  o n  h ow  m uc h  an d  how  man y  t en de r s  

we re  awa rde d  to  SM E s .  Th i s  k in d  o f  i n fo r ma t io n  i s  i mpo r t a n t  f o r  

g ove r nme n t  t o  t r a ck  on  ho w  i t  i s  p e r fo r mi ng  a s  w e l l  a s  to  mea su re  

t he i r  a l l oc a t i o n  o f  t en de r s .  Bu t  a c c o r d i ng  t o  t h i s  r e se a r ch  s a mp le ,  

t he re  a r e  e x t r e me  c a se s .  Th e r e  a r e  t hose  r e sp on den t s  ( a bo u t  1 6%)  

w ho  d o  no t  r e sp on d  t o  t e nde r s  w i th  a bo u t  33 % o f  th em  re sp o nd ing  

t o  an  a ve rage  o f  5  t e nde r s  pe r  a nn um  beca u se  o f  l a c k  o f  r e so u rce s .  

Th e re  i s  a  s i g n i f i c a n t  a mo un t  o f  r e sp o nde n t s  to  t en de r s  ( a b ou t  

2 7 %)  a nd  a bo u t  23 %  t ha t  ha ve  bee n  awa r ded  gov e r n ment  t e nd e r s  

a nd  ab ou t  41 %  no t  ha ve  bee n  aw a r d ed  eve n  a  s i ng l e  t e nd e r  

c on t r a c t .  

 

Th e  e s t i ma te  o f  41 %  no n -be ne f i c i a r i e s  i s  a  c a u se  f o r  c o nce r n ,  i s  i t  

b ecau s e  S ME  do  no t  o f f e r  v a lue ?  A re  th ey  i nc a pac i t a t ed  to  de l i v e r  

s e rv i c e s ?  Or  a r e  th ey  j u s t  no t  c om pe t i t i v e  en oug h  t o  q ua l i f y  fo r  the  

awa r d  o f  a  g ove r nm en t  t en de r .  Ac cor d in g  t o  t he  S ou t h  A f r i c an  

A s soc i a t i o n  o f  C onsu l t i n g  En g i nee r s  (S AACE )  n e w s  a r t i c l e  ( News  

A r t i c l e  I s s  9 40 ) ,  th e  s t a t u s  q uo  w he re by  p ub l i c  s e c t o r  b od i e s  

d i s r ega r d  l e g i s l a t i on  by  fo r  i n s t anc e ,  p re c lu d i ng  c om pan i e s  f rom 
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t en de r i ng  f o r  p r o j e c t s  by  se t t i n g  u n re a l i s t i c  ba r r i e r s  t o  en t r y  i s  a  

s i gn i f i c a n t  so u rce  o f  c on ce rn .   

To  c o mba t  suc h  p ra c t i c e s ,  t he  a s so c i a t i on  h a s  t ak en  l e ga l  op in ion  

a nd  h a s  c i r cu l a t ed  a  g u i de l i ne  to  i t s  m em be r s  a s  we l l  a s  t o  so me  

m em be r s ‟  c l i e n t  b od i e s .  In t e r ven t i on  wa s  p o s s i b l e  i n  t h i s  s i t ua t i on  

b ecau s e  t he re  i s  a  b o dy  o r  an  o rga n i z a t i on  tha t  h a s  bee n  s e t  u p  to  

p r o te c t  t he  i n t e re s t s  o f  i t s  m em be r s .  Wh a t  a bo u t  i n  s i t ua t i on s  

w he reb y  t he  S ME s  a re  no t  me mb er s  o f  a  p r o fe s s io na l  bod y ?  Who  

w i l l  i n t e r ve ne  on  t he i r  b eha l f ?   

 

3 .2  E MPOW ERME NT,  C ORR U PTI O N AND  B URE AUC RACY   

 

Th e  f o l l ow ing  t ab l e s  ( 8 ,  9  a nd  10 )  g i ve  a  pe rc e n tage  b re a kd ow n o f  

r e spo n se s  to  th i s  s t u dy  i n  r e l a t i o n  to  Em po we rme n t ,  Cor r u p t io n  

a nd  Bu re auc ra c y .  Th e se  t a b l e s  f o r m a  ba s i s  o f  an a l y s i s  f o r  t h i s  

s t u dy  a s  pe r  th e  r e sp o n se s  g i ve n  w i t h  l i t e r a t u re  g i v i ng  mea n i ng  to  

so me  o f  t he  i n t e r p re t a t i on s .   

 

Ac co rd in g  t o  the s e  r e se a rc h  f i nd ing s ,  ab o u t  75 %  o f  th e  r e sp o nde n t s  

f e e l  t ha t  t he  S ou t h  A f r i c an  g ove r nm en t  d oe s  no t  p l a y  an  a c t i v e  ro l e  

i n  e mp owe r i ng  SM E s  w h i l e  o n l y  ab o u t  25 %  fee l  i t  d oe s .  The  

r e spo nde n t s  we re  a sk ed  t he i r  pe rc ep t io n  ab ou t  t he i r  u nde r s t an d i ng  

o f  „Em po we rme n t ‟ ,  d oe s  i t  mea n  g i v i ng  S ME s  p r o j e c t s  o r  sh ou ld  i t  

b e  i n  m one ta ry  t e rm s?  A  ma jo r i t y  o f  t he  r e spo nd en t s  a t  73 %  fe l t  

t ha t  e m powe r me nt  d o e s  n o t  mean  g i v i ng  p ro j e c t s  to  S ME s  n or  

sh o u ld  i t  b e  i n  mon e ta ry  t e r m s  ( ab ou t  6 4  %) .  Wh i l e  t he  r e ma i n i ng  

a bo u t  2 7%  f e l t  th a t  i t  i s  i n dee d  a bo u t  g i v ing  p r o j e c t s  to  S ME s  a s  

we l l  a s  show n  in  mo ne ta ry  t e r m s  ( a bo u t  36 %) .   
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T A B L E  8 :  R E S U L T S  O N  E M P O W E R M E N T  

Frequency Distribution of B1: EMPOWERMENT 

 

Generally, the government plays an active role in 

empowering SME’s 

B1 PERCENT 

YES 25% 

NO 75% 

Frequency Distribution of B2 

 

 

Empowerment means giving SME’s projects 

B2  PERCENT 

YES 27% 

NO 73% 

Frequency Distribution of B3 

 

 

Larger firms should partner with SME’s    

B3  PERCENT  

YES 40% 

NO 60% 

Frequency Distribution of B4 

 

SME’s stand a better chance of being awarded a tender if 

they form a consortium  

B4  PERCENT 

YES 38% 

NO 61% 

Frequency Distribution of B5 

 

 

Empowerment should be shown in monetary terms 

B5  PERCENT 

YES 36% 

NO 63% 

Frequency Distribution of B6 

 

Tenders are generally awarded on the basis of 

competitiveness 

B6 PERCENT 

YES 36% 

NO 64% 

 

 

O n  th e  i s su e  o f  pa r t ne r ing  f o r  t e nd e r s ,  a maz ing l y  a bo u t  40 %  of  the  

r e spo nde n t s  f e l t  tha t  t he re  sh ou ld  b e  p a r t ne r sh ip s  w h i l e  a bo u t  6 0 % 

f e l t  tha t  t hey  sho u l d  be  awa r ded  a  t e nde r  i n  t he i r  ow n  r i gh t .  In  

c on s i s t e n t  w i t h  th e  i s sue  o f  pa r tn e r in g ,  ab ou t  6 1  %  o f  the  

r e spo nde n t s  a r e  o f  t he  o p i n i on  t ha t  be i ng  pa r t  o f  a  c on sor t i u m  do es  

n o t  i mp ro ve  the  c ha nce s  o f  g e t t i ng  a  t e nde r  w h i l e  ab ou t  39 %  fee l  i t  

i m pr ove s  t he  cha nce s .  A bo u t  3 6  %  o f  t he  r e sp on de n t s  a r e  o f  the  
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o p i n i on  tha t  go ve r n me nt  t en de r s  a r e  awa r ded  o n  t he  ba s i s  o f  

c om pe t i t i v ene s s  wh i l e  ab ou t  64 % d i sa g r e e  w i th  tha t .    

 

Ba se d  o n  t he se  f i nd in g s ,  S ou t h  Af r i c an  S ME s  f e e l  they  do  no t  have  

t he  su pp o r t  o f  t he  g ove r nme n t  a nd  a t  t he  s am e  t i me  th ey  sh ow  t ha t  

t hey  do  no t  wa n t  ha nd  ou t s  l i k e  m on ey  o r  c l u s t e r i ng ,  t hey  wa n t  to  

g e t  p r o j e c t s  ( t o  be  e mp owe re d )  o n  t he  ba s i s  o f  t he i r  

c om pe t i t i v ene s s .  On e  o f  t he  ma i n  i s su e s  I  r a i s e  i n  t h i s  r e se a rc h  i s  

t he  im po r t a nce  o f  c l u s t e r in g  be cau se  I  a m  o f  th e  o p i n io n  th a t  i t  w i l l  

h e l p  r e sou rce  man age men t  an d  be ne f i t  S ME s  by  p r ov id ing  an  

e nab l i ng  en v i r on men t  to  foc u s  o n  th e i r  co re  bu s ine s s  a nd  g r ow  t he i r  

c om pan i e s .   

 

Ac co rd in g  to  the  r e sp o nde n t s  on  t he  i s su e  o f  c o r ru p t io n ,  a bo u t  6 2% 

a re  n o t  o f  the  op in i on  tha t  t he  S ou th  A f r i c an  g ove rn me nt  s y s t em  i s  

r i dd l ed  w i t h  c o r ru p t i on  w h i l e  ab ou t  3 1 %  fe e l  tha t  t he re  i s  

c o r r up t i o n  w i t h  8%  s a y i ng  t hey  d o  n o t  k n ow whe the r  t he re  i s  

c o r r up t i o n  o r  n o t .  W hen  a ske d  i f  t hey  k ne w  o f  an y  i nc i den t  whe re  a  

t en de r  wa s  aw a r de d  t o  a n  i nc o mpe te n t  o r ga n i z a t i o n ,  ab ou t  7 8 %  of  

t he  r e sp on den t s  s a i d  th ey  d id  n o t  k no w  o f  suc h  c a se s  w h i l e  o n l y  

a bo u t  1 4  %  c l a i med  to  k n ow o f  i nc om pe te n t  o r gan i z a t i o n s  be ing  

awa r ded  t en de r s  a nd  a bo u t  7  %  be i ng  im pa r t i a l .  
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TABLE 9: RESULTS ON CORRUPTION 

Frequency Distribution of C1: CORRUPTION 

 

 

The current procurement system is riddled with corruption  

C1 PERCENT 

0  8% 

1 YES 31% 

2 NO 62% 

Frequency Distribution of C2 

 

 

I know for instance where incompetent firms have been 

awarded tenders 

C2 PERCENT 

0 7% 

1 YES 14% 

2 NO 79% 

Frequency Distribution of C3 

 

 

Have you ever been asked for a bribe by a government 

official?    

C3  PERCENT  

0 5% 

1 YES 29% 

2 NO 67% 

Frequency Distribution of C4 

 

 

Have you ever paid a bribe to a government official?   

C4  PERCENT 

0 5% 

1 YES 5% 

2 NO 90% 

Frequency Distribution of C5 

 

 

I believe I have lost out on some tenders for failing to pay  

bribes 

C5  PERCENT 

0  10% 

1 YES 29% 

2 NO 62% 

Frequency Distribution of C6 

 

 

The government protects SME’s from possible corruption  

C6 PERCENT 

0 5% 

1 YES 29% 

2 NO 67% 

Frequency Distribution of C7 

 

Government procurement officials are skilled to handled 

tenders efficiently and equitably 

C7 PERCENT 

0 10% 

1 YES 24% 

2 NO 67% 
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O n  t he  i s su e  o f  hav i ng  t o  b r i be  a  gov e rn me nt  o f f i c i a l ,  ab ou t  90 %  o f  

t he  r e spo nde n t s  s a id  t hey  ha ve  ne ve r  p a i d  a  b r i be  w i th  o n l y  ab ou t  

5 %  ag ree  to  h av i ng  p a id  a  b r ibe  to  b e  a wa rde d  a  t e nde r  an d  the  

o t he r  5 % be ing  imp a r t i a l  o n  t h i s  i s sue  a ga in .  A ske d  i f  th ey  t h i nk  

t hey  ha ve  ev e r  l o s t  o u t  o n  some  t e nde r s  b ecau s e  t hey  f a i l e d  t o  pay  

b r ibe s ,  62 %  fe l t  t he i r  l o s s  had  n o t h i ng  t o  do  w i th  t he  b r i be  w h i l e  

2 9 % fe l t  t hey  a t t r i b u ted  the i r  l o s s  t o  t he  f a i l u r e  to  p ay  b r ibe s  a nd  

t he  r em a i n in g  10 % h av i ng  n o  op in io n  o n  t h i s  i s su e .  

  

W i t h  r ega r d  to  t h e  S ou t h  A f r i c a n  g ov e r n men t  be i ng  s e en  a s  

p r o te c t i n g  S ME s  f ro m  po s s ib l e  co r ru p t i on  i n  r e l a t i o n  t o  t he  a wa rds  

o f  t e nd e r s ,  a bo u t  66 %  o f  the  r e sp on de n t s  f e e l  t ha t  t he  go ve rn me nt  

d oe s  n o t  p l a y  a  r o l e  i n  t h i s ,  t hey  p r o te c t  t he m se l ve s  an d  f o r  t ho se  

w ho  b e l ong  to  a  p r o fe s s io na l  b o dy  t hey  be l i eve  tha t  i s  w he re  they  

ge t  p r o t e c t i o n  f r om .  H owe ve r ,  2 9%  d o  f e e l  tha t  they  a r e  p r o t e c t ed  

f r o m p os s ib l e  co r r up t io n  t h r ou gh  i n i t i a t i v e s  l i k e  th e  se c t o r  cha r t e r s  

a nd  go ve rn me nt  p o l i c i e s  a s  we l l  a s  t he  C on s t i tu t i on  o f  t he  R ep ub l i c  

o f  So u th  Af r i c a .  Tho se  w ho  ha d  n o  op in io n  on  t h i s  i s sue  c on s t i tu t e  

a bo u t  5 %.  

 

Th e re  a r e  a  s i gn i f i c a n t  I s s  o f  r e sp o nd en t s  ( ab ou t  6 7 %)  t ha t  a r e  o f  

t he  op in io n  tha t  g ov e r n men t  p r ocu r eme nt  o f f i c i a l s  a r e  no t  s k i l l ed  to  

h an d l e  t en de r s  e f f i c i e n t l y  an d  e qu i t ab l y .  A bo u t  24 . %  i s  o f  the  

o p i n i on  t ha t  th e  o f f i c i a l s  a r e  sk i l l ed  t o  han d l e  t e nde r s  e f f i c i en t l y  

a nd  eq u i t ab l y ,  s t i l l  t h i s  f i gu re  i s  h i ghe r  t h an  ex pec t ed .  A  m e re  10  % 

i s  i mp a r t i a l  o n  the  i s su e  o f  o f f i c i a l s ‟  s k i l l s .  

 

I m p or t a n t l y ,   a n  ave rag e  o f  4 %  o f  the  r e spo nde n t s  we re  im pa r t i a l  o n  

t he  ge ne ra l  que s t i on s  r e l a t i n g  to  c o r r up t io n ,  o ne  may  a t t r i bu te  i t  to  

d o ub t s  o f  the  c on f ide n t i a l i t y  c l a u se  w h i c h  wa s  s t a t ed  o n  the  

q ue s t i on na i r e  b u t  wh i c h  the y  may  ha ve  b een  sc e p t i c a l  a bo u t .  
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A l t ho ug h  S ME s  d o  n o t  f e e l  p r o t e c t ed  b y  go v e rn me nt  f rom  po s s ib l e  

c o r r up t i o n ,  t hey  s e e m  to  b e  so  co m mi t t ed  t o  the i r  b u s ine s s  

d eve lo pme n t .   They  t ake  i t  up o n  th em se lve s  tha t  t hey  p r o te c t  

t he m se l ve s  a ga i n s t  a ny  f o r m  o f  co r rup t io n .  They  a r e  a l so  no t  to o  

awa re  o f  co r r up t  t en de nc i e s  tha t  s e em  r i f e .   

 

 

TABLE 10: RESULTS ON BUREAUCRACY 

Frequency Distribution of D1: BUREAUCRACY 

 

 

The tendering process is often fair and transparent  

D1  PERCENT 

1 YES 38% 

2 NO 62% 

Frequency Distribution of D2 

 

 

Current procurement processes stifle efficiency    

D2  PERCENT  

1 YES 62% 

2 NO 38% 

Frequency Distribution of D3 

 

There’s too much paper work and unnecessary duplication 

involved on government procurement  

D3  PERCENT 

1 YES 71% 

2 NO 29% 

Frequency Distribution of D4 

 

 

The tendering process is unnecessarily lengthy  

D4  PERCENT 

1 YES 86% 

2NO 14% 

Frequency Distribution of D5 

 

Bureaucrats should be given more discretion in awarding 

tenders  

D5 PERCENT 

1 YES 81% 

2 NO 19% 

Frequency Distribution of D6 

 

Big companies have an unfair advantage in the tendering 

process 

D6 PERCENT 

1 YES 52% 

2 NO 48% 
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Th e  i s sue  o f  b u re auc ra cy  i s  r i f e  an d  s t i f l e s  any  f o rm  o f  dev e lo p men t  

b u t  i s  n o t  u n i que  t o  t he  So u t h  A f r i c a n  g ove r nme n t .  Acc o rd i ng  to  

t he se  r e s e a rch  f i nd in g s ,  a bo u t  71 %  o f  t he  r e sp on den t s  f e e l  t ha t  

t he re  i s  to o  muc h  b u rea uc ra cy  wh i l e  a bo u t  2 9  %  d o  no t  sha re  the  

s a me  v i ew s .  A  pe rce n ta ge  o f  a bo u t  6 2%  r e spo nde n t s  do  no t  f i n d  the  

g ove r nme n t  t e nde r in g  p r oce s s  t o  be  f a i r  a nd  t r an spa ren t  w i t h  ab ou t  

3 8 % be i ng  o f  t he  op in io n  t ha t  i t  i s  f a i r  an d  t r a n spa re n t .  On  th e  s a me  

b r e ad th ,  a bo u t  6 2%  o f  t he  r e sp ond en t s  f e e l  tha t  go ve rn ment  

p r oc u r eme n t  p r oce s s e s  s t i f l e  e f f i c i enc y  w h i l e  a bo u t  38  %  a re  no t  o f  

t ha t  o p in io n .  

 

A  h i gh  p e r cen tage  o f  t he  r e sp on den t s  ( ab ou t  71 % )  sa id  t ha t  th e r e  i s  

t o o  muc h  u nnece s sa ry  d up l i c a t i o n  in vo lve d  on  go ve rn me nt  

p r oc u r eme n t  p r oce s s e s  wh i ch  s t i f l e s  SM E  pa r t i c i pa t i on  an d  i s  v e ry  

l eng t hy  a nd  co s t l y  ( 8 1 % ) . The  o t he r  1 9%  o f  t he  r e spo nde n t s  d id  n o t  

f i nd  t he  pa pe r  wo rk  a s  a  s t i f l i n g  f a c to r  w i t h  a bo u t  1 4 % n o t  even  

b o the re d  by  t he  l eng th in e s s  o f  the  t e nd e r in g  p r oce s s .  S ME s  have  to  

su b mi t  m o re  d ocu me nta t i o n  an d  spe nd  m o re  t i me  o n  d ocum en ta t i on  

o n  r e qu i r eme n t s  l i k e  co mpa ny  r e g i s t r a t i on  d ocu me nt s ,  t a x  c l e a r a nce  

c e r t i f i c a t e ,  i d e n t i t y  d oc um en t s  o f  me mb e r s  be s ide s  ha v in g  t o  ha nd l e  

t he  d up l i c a t i on  o f  f o r m s  t ha t  a l so  r eq u i r e  t he  a b ove  m e n t io ned  

d oc ume n t s  to  be  a t t a c hed  to  e a c h  t en de r  a p p l i c a t i o n  f o r m.  

 

S u rp r i s i n g l y ,  a bo u t  5 2 %  o f  t he  r e spo nde n t s  f i n d  th a t  b i g  co m pan i e s  

h ave  a n  un fa i r  adva n ta ge  i n  the  t e nd e r i ng  p roce s s  beca u se  th ey  a r e  

we l l  c a pac i t a t e d  t o  p a r t i c i pa t e  i n  t he  p r oce s s  w h i l e  a bo u t  48  %  o f  

t he  r e sp on de n t s  do  no t  th in k  so .  Th i s  i s  a  sma l l  ma rg in  i n  the  

d i f f e r ence  o f  o p in io n .  I t  a ppe a r s  c l u s t e r i ng  wo u l d  a s s i s t  w i th  

h an d l ing  t h i s  k ind  o f  a  c ha l l en ge .  C l u s t e r in g  wo u l d  e a se  the  

a dm in i s t r a t i v e  a nd  u n spec i a l i z ed  wa s t e  o f  r e so u rce s  a nd  e n su re  a  

m o re  foc u sed  a pp ro ach  to  t he  t en de r i ng  p r oce s s  an d  co m pe t i t i v e  

s e rv i c e  de l i v e r y .  
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3 .4  C O NCL USI O N  

 

These findings on the respondents‟ perception on Empowerment, Corruption and 

Bureaucracy raise interesting issues. The respondents do not perceive the South African 

government procurement systems as corrupt. They also find the system to be fair and 

transparent maybe it is because they get notified of public tenders in newspapers and 

respond accordingly.  

 

It is also interesting to note that they do not welcome the idea of clustering or forming 

consortiums – they seem to believe that they should be judged on their competitiveness 

and are willing to tender individually even though they do not get the empowered by he 

government.  
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CHAPTER 4  

INTERPRETATION OF RESEARCH FINDINGS  

This section will outline the interpretation of the research findings of this study citing 

the South African procurement system as point of departure from the legislative 

perspective through transformation policies that are still received with resistance by 

certain regressive groups of people and thereby delaying the transformation process that 

will make South Africa more economically competitive as well as socially responsible. 

 

An interpretation of these results will also look at how countries like Australia and 

Northern Ireland have dealt with similar challenges in the past. It is important to 

acknowledge that as much as these countries have made great strides in addressing their 

government procurement systems, they are not without problems that negatively impact 

on SME development and South Africa can learn from them in order to bypass possible 

similar challenges that would arise if their experience was ignored.  

 

4 . 1  S O UT H A FRICA N TRA NS FO RMATIO N POLICI ES  

 

T r an s f o rma t i on  po l i c i e s  i n  t he  dem oc ra t i c  So u t h  A f r i c a  a r e  f a c ed  

w i t h  t he  dua l  cha l l en ge  o f  i n t eg ra t i n g  t he  c ou n t ry  i n t o  w o r l d  

m a rke t s  a s  a  s t r ong  an d  c om pe t i t i v e  p a r t ne r ,  a nd  o ve rco m ing  the  

e no r mo u s  i n t e r na l  so c i o - e co no mic  d i spa r i t i e s  c r e a t ed  a nd  e n f o rced  

b y  the  p re v i ou s  r eg ime .  Y e t ,  do me s t i c a l l y  p o l i c y  mak e r s ,  i n  the  

n ame  o f  i de o l ogy ,  h ad  p e r s i s t ed  w i t h  ma in t a in ing  a n  i nc re a s ing l y  

i ne f f i c i en t  a l l oc a t i on  o f  r e sou rce s ,  b o th  a s  to  l a b ou r  an d  c a p i t a l .  In  

sh o r t ,  the  p ro b l em  f o r  S ME s  i s  n o t  j u s t  on e  o f  t he  l o s t  

o p po r tu n i t i e s  bu t  e nc roa ch men t  o n  t he i r  ma rk e t s  i n  a  f i e r c e r ,  

c om pe t i t i v e  e nv i r o nm en t .  
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C om pe t i t i v e  t e nd e r i ng  a nd  co n t r a c t i ng  (C TC )  h a s  em b raced  

a l t e r na t i v e  m ean s  o f  p r ocu r ing  p ub l i c  s e c t o r  f a c i l i t i e s  t o  t he  

t r ad i t i o na l  r e l i a nce  u p on  a n  i n -h ou se  t e a m  de l i v e r y  ap p ro ach ,  t h i s  

i s  be l i eve d  t o  p ro v id e  g r e a t e r  f l e x i b i l i t y  i n  bo t h  p roc u r i ng  f a c i l i t i e s  

a nd  ma nag in g  th em.  C TC  i s  i n c r e a s i ng l y  s e e n  a s  th e  mo s t  e f f i c i e n t  

a nd  e f f e c t i v e  w ay  o f  mee t in g  i d en t i f i ed  r eq u i r em en t s  o f  

g ove r nme n t  t o  p r ov i de  ou tc ome s  f o r  c l i en t s  an d  the  co mmu n i t y  a s  

a  w ho l e  ( S t e an e  an d  Wa lke r ,  200 0 : 24 8 ) .  H owe ve r ,  th i s  r e se a rch  

d oe s  no t  s i g n i f y  th e  i mp or t a nce  o f  c om pe t i t i v e  t e nd e r in g  i n  the  

S ou t h  A f r i c a n  t e nde r i ng  sy s t e m,  the  em p ha s i s  s e e m  to  be  on  w ho  

y ou  k now  t ha t  w ha t  yo u  c a n  p ro v i de .   

 

Th e  mo s t  a pp r op r i a t e  de f i n i t i on  o f  C TC   i s  o ne  by  th e  Au s t r a l i an  

In du s t r y  C om mi s s io n  (19 96 ,  p .  x i x )  a s  a  p roce s s  o f  s e l e c t i n g  a  

p r e fe r r e d  su pp l i e r  f r o m  a  r a nge  o f  p o t en t i a l  c on t r a c to r s  by  s e e k ing  

o f f e r s  ( t en de r s )  a nd  ev a lu a t i ng  t he se  o n  t he  ba s i s  o f  a  c l e a r l y  

d e f in ed  s e l e c t i on  c r i t e r i a  ( S t e an e  a nd  Wa lke r ,  2 000 :24 5 ) .  F o r  t h i s  

C TC  p r oce s s  to  be  c r e d i b l e  a nd  e f f i c i en t ,  i t  i s  v i t a l  f o r  gov e r n ment  

p r oc u r eme n t  a ge nc i e s  to  deve lo p  mecha n i sm s  t ha t  w i l l  e n su re  t ha t  

t h i s  p ro ce s s  i s  a s  t r a n spa re n t  a s  p o s s i b l e  an d  f o r  t he  c on ten de r s  to  

h ave  a c ce s s  t o  i n f o rm a t io n  l e a d in g  to  th e  aw a r d  o f  th e  t end e r .  

 

Ac co rd in g  to  o u r  r e s e a rc h  f i nd in g s ,  63 . 6 4 %  o f  t he  r e spo nde n t s  a r e  

o f  the  op in io n  t ha t  S ou th  A f r i c an  g ove r nme n t  t e nde r s  a r e  n o t  

awa r ded  on  the  ba s i s  o f  c om pe t i t i v ene s s .  Th i s  q ue s t i on  wa s  no t  

f u r the r  i n t e r rog a t e d  i n  t he  s t udy  bu t  th e re  a r e  g en e r a l  pe r c e p t io n s  

t ha t  a t t r i bu te  t he  l a ck  o f  co m pe t i t i v e ne s s  t o  t he  r i s e  o f  B l a ck  

Ec on om ic  E m power m en t  ( BEE )  a nd  E mp loy me nt  Eq u i t y  P o l i c y  

( EE )  a s  we l l  a s  the  A f f i r ma t i ve  Ac t i on  P o l i c y  (AA ) .   

 

Th e re  a r e  p e r c ep t io n s  tha t  BEE ,  EE a nd  AA  m ean s  l owe r ing  o f  

s t an da rd s .  H owe ve r ,  i n  ma r ke t s  whe re  t he  go ve rn me nt  i s  a  ma jo r  
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p r oc ur e r  o f  g oo d s  an d  se rv i c e s ,  i t s  ow n  a c t i o n s  ma y  g re a t l y  

i n f l uenc e  ho w t he  m a r ke t  op e r a t e s  an d  t he re fo re  im pac t  on  

c om pe t i t i on  an d  o n  t he  l ong - t e rm  v a lu e  f o r  mo ney  i t  c an  se c u re .  

S o  fo r  p r ocu re me nt ,  e n su r i ng  v a lu e  fo r  mo ney  a nd  e nco u rag ing  

s t r o ng  c o mpe t i t i on  g o  ha nd  i n  hand  ( O f f i c e  o f  G ove r nme nt  

C om me rce ,  P re - bu dge t  Rep o r t  V o l .  1 ,  20 03 ) .   

 

4 .2  E MER GI NG CO NC ER NS  

 

Th e re  a r e  co nce rn s  a bo u t  h ow  ba s i c  sk i l l s  a f f e c t  co m pe t i t i v ene s s ,  

e spec i a l l y  th a t  o f  SM E s  A  I s s  o f  s tu d i e s  i n  t he  l a s t  deca de  i nd i c a t e  

t he  e c on om ic  s i g n i f i c a nce  o f  ba s i c  sk i l l s ,  the  In t e r na t ion a l  Ad u l t  

L i t e r a cy  Su rve y  e s t i ma ted  th a t  i n  1 993  ba s i c  s k i l l s  p r ob l e m s  co s t  

b u s i ne s s  mo re  th an  £ 4 . 8  b i l l i on  a  y e a r ,  a nd  in  199 7  the  c o s t  to  

b u s i ne s s  a nd  go ve r n me nt  wa s  su gge s t ed  a t  £1 0  b i l l i on  ( Ad d i s ,  

2 00 3 :1 52 ) .   

 

Ba s i c  s k i l l s  a r e  a n  e l e me n t  o f  c om pe t i t i v ene s s  b ecau s e  t hey  a r e  

c on nec ted  w i th  pe r so na l  de ve l op me nt  ( suc h  a s  t he  ab i l i t y  to  

u n de r t a ke  t r a in i ng ) ,  occu pa t i ona l  s k i l l s ,  an d  in f o rma t i on  

t e ch n o lo gy  ( IT )  sk i l l s  a nd  a l so  r e se a r c h  sugg e s t s  tha t  t he re  i s  

e v id ence  t ha t  j obs  n eed  i nc re a se d  b a s i c  s k i l l s .  Tech n o l og i c a l  

c han ge s  i n  co mm u n ic a t i on  a n d  p r od uc t i on  sy s t em s ,  the  

i n t r od uc t i on  o f  n ew  sa fe t y  r e gu l a t i on s ,  a nd  p ro du c t ion  q ua l i t y  

s t an da rd  a r e  so me  o f  the  e l em en t s  wh i c h  ma de  go od  ba s i c  s k i l l s  a t  

w o rk  r i s e  i n  i mp o r t a nce  ( p p .15 4 -  1 55 ) .   

 

Th e re  i s  s c ope  f o r  S ME s  t o  be ne f i t  f ro m  go ve rn me nt  con t r a c t s  i n  

N o r the r n  I r e l a nd ,  bo t h  a s  ma in  c on t r a c t o r s  a nd  su b -co n t r a c to r s .  In  

r e spo n se  t o  th e  gov e r n men t  p u r cha s ing  i n i t i a t i v e s  l a unc he d  in  the  

m i d  1 980 s ,  the  C en t r a l  U n i t  o n  Pu rc ha s i ng  wa s  e s t ab l i shed  i n  1986 .  
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Th i s  o r gan i z a t i on  d eve lo ped  f ro m  a  p u re l y  ad v i so ry  bod y  t o  a  

c on t r a c t i ng  a gen cy .   

 

I n  N o r t he r n  I r e l a nd ,  S ME s  bene f i t  t h r o ug h  g ove r nm en t  c on t r a c t s  

a t  t h re e  l e ve l s :  l oc a l ,  r e g io na l  a nd  n a t io na l .  The  Go ve r nme nt  

P u rc ha s i ng  A gen cy  ( G PA ) ,  s t a t e  i n  th e i r  bu s i ne s s  p l a n  t ha t  the i r  

b u s i ne s s  i s  p l an ned  an d  man age d  w i t h  a  v i ew  to  a s s i s t i ng  S ME s  to  

sh a r pe n  the i r  co mpe t i t i on  edg e  ( Fee  e t  a l ,  2 002 :3 26 ) .  The  a gency  

a l so  ha s  a  t a rge t  t o  a ch i eve  a n  80 % l ev e l  o f  s a t i s f a c t i o n  m ea su red  

b y  a  su r vey  o f  sup p l i e r s .     

 

Th e  Fe de ra l  g ove r nm en t  ex pen d i tu re  pe r  y e a r  i s  RS$  1 5 . 5  b i l l i on  

w h i c h  e qua l s  to  US$ 6 ,  4  b i l l i on  ( 200 2 )  f o r  t o t a l  pu b l i c  p r oc u r eme nt  

( S ou rce :  S tu dy  by  th e  Br az i l i a n  P l an n in g ,  Budg e t  a nd  Man age men t  

M i n i s t r y ) .  Th e  Br az i l i an  C on s t i tu t i o n  ( a r t i c l e  37 )  r eg u l a t e s  

g ove r nme n t  p r ocu re men t  a t  th e  f ede ra l ,  s t a t e  an d  mu n i c ipa l  l e ve l s ,  

a nd  ap p l i e s  to  a l l  p u b l i c  a ge nc i e s .  Th e re  i s  s t r on g  e mph a s i s  on  

n o n- d i sc r im ina to r y  t r e a t me n t  fo r  a l l  b id de r s .  

 

A  I s s  o f  s t ud i e s  i n t o  the  a ppa re n t  e f f e c t i v e ne s s  o f  p roc u r eme nt  

s y s t e m s  have  c on c lu de d  t ha t  s ucce s s fu l  p roc u reme n t  s t r a t eg i e s  a r e  

h i g h l y  a s soc i a t e d  w i t h  ma nag eme nt  p r a c t i c e s  su ch  a s  u n i f i ed  

s t r a t e g i c  ob j e c t i v e s  a nd  en han ced  s e r v i c e  de l i v e ry  (Wa l ke r  and  

S t e a ne ,  2 00 0 :2 46 ) .  Th ey  go  o n  t o  g i ve  an  a na l y s i s  o f  p ra c t i c e s  i s  

i l l u s t r a t e d  i n  a  s e r i e s  o f  co m pr ehe ns i ve  r e se a rc h  s t ud i e s  i n to  

C on s t ruc t i on  T i me  P e r f o rma nce  (C TP)  i n  th e  c on s t ru c t ion  

i nd u s t r y .   

 

Th e  r e se a rc h  l au d s  sou nd  c l i e n t  an d  c on t r a c t  d e l i v e re r  

c om pe tenc i e s  i n  c om m un ic a t i o n ,  t e a m b u i l d i ng  r e l a t i o n sh ip s  and  

so u nd  p l a n n in g  fo r  c o n t r o l .  Th i s  i s sue ,  i s  t he re fo re ,  n o t  to  p u r sue  

p r oc u r eme n t  a s  s uc h ,  bu t  to  en su re  t h a t  p ro cu re men t  a gen c i e s  
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i m pr ove  t he  c l ima te  f o r  su cce s s fu l  t en de r i ng  an d  mo re  i mpo r t a n t l y  

t ha t  so un d  qu a l i t y  mana geme n t  t e a m s  o pe ra t e  i n  b o th  the  

o pe ra t i ona l  a n d  su pe rv i s i ng  o rga n i z a t i on .  

 

O n  t he  o the r  ha nd ,  S ou th  A f r i c a n  i nd u s t r y  i s  d e sc r ib ed  a s  b e i ng  

p r od uc t - d r i ven  r a th e r  tha n  ma r ke t ing  o r  c om p e t i t i on -o r i en ted  

( Da v i e s ,  2 00 1 :4 ;  D TI  1 997 ) .  F i rm s  i g no re  t he  i m por t ance  o f  

m ee t i ng  c o nsu me r  nee d s  by  f ocu s in g  on  p r i c e  a nd  de l i v e ry  i s su e s .  

 

Rya n  an d  B r own ‟ s  ( 1 99 5 )  a na l y s i s  o f  s e r v i c e  de l i v e ry  co nc lu de s  t ha t  

t he  c e n t r a l  p ro b l em a s soc i a t ed  w i t h  e va lua t i ng  t he  u se  o f  c on t r a c t s  

i s  i n  de f in i ng  wha t  o u tco me s  a r e  a g re ed  a s  be i ng  r e p r e sen t a t i v e  o f  

C TC  a s  we l l  a s  i n  mea su r i ng  o u tcom e s .  The re  a r e  i s su e s  t ha t  

p e r s i s t  i n  r ema in ing  u n re so lve d  w i t h  co n t e s t a b i l i t y  s uch  a s :  the  

a l i e na t io n  o f  s t a keh o l de r s  f ro m  the  t en de r i ng  p roce s s  a nd  the  

t en de ncy  f o r  s e rv i c e  p r ov i de r s  t o  make  t hem se lv e s  l oo k  goo d .  

 

Th e re f o re ,  C TC  i s  o ne  o f  th e  m o s t  ba s i c  e l e men t s  fo r  su s t a i nab l e  

g ove r nme n t  p r ocu re men t  a nd  SM E  de ve lo pme n t  i r r e spe c t i v e  o f  the  

e c on o mic  s t a tu s  o f  t h e  c ou n t ry  a s  l o ng  a s  s t ro ng  emp ha s i s  i s  

p l a c e d  o n  q ua l i t y .  A  r e po r t  co m mis s i on ed  by  t he  Au s t r a l i an  

G o ve rn men t  o n  t he  mana gem en t  an d  d e l i v e ry  o f  s e rv i c e s  u s ing  

C TC ,  ha s  fo un d  th e re  t o  b e  a  g e ne r a l l y  p o s i t i v e  i m pac t  u pon :  

s av in g s ;  e qu i t y  a nd  d i s t r i bu t i ona l  i mpac t s  o f  C TC ;  a n d  th e  q ua l i t y  

a nd  a cc ou n t ab i l i t y ;  t he  ex t e n t ,  sou rce ,  a nd  su s t a i na b i l i t y  o f  co s t  

s u s t a ina b i l i t y  o f  pa r t i c u l a r  a c t i v i t i e s  f o r  c on t r a c t i ng  A u s t r a l i an  

In du s t r y  Co mm i ss i on ,  199 6 : 2 ) .  Th e  A u s t r a l i a n  Ind u s t r y  

C om mi s s io n  (1 99 6 )  a l so  a r gue d  t ha t  a  p ro cu re men t  s y s t em 

i m p l e men te d  w i t h  so u nd  man age men t  p r a c t i c e s  i n  p l a c e  w ou ld  be  

su cce s s fu l  fo r  a l l  s t a keh o l de r s .    
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4 .3  T HE C HAL LE NGE S O F EM POWERM ENT  

 

Th e  adv en t  o f  dem oc rac y  i n  So u t h  A f r i c a  ha s  r a i s e d  co nce r ns  

w h i c h  occu py  a c ade mic s  an d  o t he r  i n t e r e s t  g ro up s  i n  r e l a t i o n  to  

t h i s  co nce p t .  W i th  t he  va ry i ng  v i ew s  o f  em pow er me nt  w i t h i n  t he  

S ou t h  A f r i c a n  g ove r n me nt  a n d  b u s in e s s  c on tex t ,  t he re  i s  a  be l i e f  

t ha t  e mp owe rm en t  oc cu r s  wh en  h i g he r  l e ve l s  w i t h i n  a  h i e r a r chy  

sh a r e  p owe r  w i t h  l o we r  l e ve l s  w i th in  t he  s ame  h i e r a rc hy  ( S i e ga l l  

a nd  G a r dn e r ,  20 00 ) ,  an d  i s  t he  m o s t  w id e l y  s tud i e d  pe r spec t i v e  and  

r e l eva n t  fo r  t he  S ME  co n tex t .  

 

Th e  r e l a t i ona l  pe r sp ec t i v e  o f  em po we rm en t  m a i n t a in s  tha t  i t  i s  the  

i m p l e men ta t i on  o f  n ew  p roce s s e s  a nd  t h e  d i s t r i b u t io n  o f  p ow er  

t ha t  t ha t  em pow er s  S ME s .  On  th e  o th e r  ha nd ,  th e  p sych o l og i c a l  

p e r spec t i v e  o f  e m po we rme n t  fo cu se s  o n  t he  S ME s ‟  pe rc e p t io n  o f  

e mp owe r men t .   

 

I t  i s  a l so  i mp o r t an t  t o  a ck no w le dge  th e  wo r k  o f  Ba ruc h  a nd  h i s  

m ana ge r i a l i s t  co un te r pa r t s  fo r  b e in g  p r o po ne n t s  o f  c han ge  i n  the  

w o rk  p l a c e  b y  e ncou ra g i n g  th e  s t r uc tu r e  o f  d ec i s i o n  m ak in g  w h i c h  

r e f l e c t  bu s in e s s  n eed s  an d  the  nee d s  a nd  ex pec t a t i on s  o f  

o r gan i z a t i ona l  pa r t i c i pa n t s .  Th e  sam e  p r inc ip l e s  de f i ned  by  

m ana ge r i a l i s t  au t ho r s  wo u l d  ad d  to  t h e  b ody  o f  k now ledg e  o f  

g ove r nme n t  p r ocu re men t  sy s t e m s  i f  t he y  c a n  be  ado p ted  by  

g ove r nme n t  p roc u rem en t .   

 

C o l l i n s  ( 19 98 :  8 8 )  q uo te s  Ba ruc h ‟ s  w or k  w he re  he  d raw s  t og e t he r  

f o r  co mpa r i so n ,  t he  i n du s t r i a l  dem oc racy  s che me s  wh i ch  swe p t  the  

U K,  Eu ro pe  a nd  t o  a  l e s se r  e x t e n t  t he  U SA ,  d u r in g  t he  197 0 s .  Bo t h  

m o veme n t s  a r e  d i s c u s s i on s  o f  dec i s i on - mak in g ,  an d  so  dee me d  to  

b e  r e f l e c t i v e  o f  t he  f r a g i l e  na tu re  o f  m an age men t  a u t ho r i t y  and  

i de o l ogy .  Ba r uch  h a s  a  co nce rn  th a t  f o r  a l l  t he  p o te n t i a l  o f  
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e mp owe r men t ,  t he re  a r e  a  r ang e  o f  p o s s ib l e  ob s t a c l e s  t o  t he  

i m p l e men ta t i on  o f  e mp owe r men t  wh i ch  mi gh t  de l a y  o r  d i l u t e  i t s  

p o s i t i v e  i mpac t .  Ba r uc h  ha s  i n  h i s  w or k  a t t e m pte d  t o  e nc ou rage  

m ana ge r s  o r  b u re au c r a t s  t o  r e f l e c t  up o n  a nd  i n  the  l on g - t e r m ,  

i m pr ove  the  m anag em en t  o f  e m powe r me nt .   

 

H owe ve r ,  Co l l i n s  ( 1 99 8 :8 8 )  i s  c r i t i c a l  o f  th i s  a na l o gy  be ca u se  he  i s  

o f  the  op i n i on  tha t  i t  i s  ba se d  o n  th e  19 70 s  i deo lo gy  and  f a i l s  to  

s t u dy  t he  c ha ng i ng  m ean in g s  an d  c on n ota t i on s  o f  e mpo we rme nt  

t h r oug h  t i me .  The  o ne  p e r spec t i v e  o f  e mp owe rm en t  i s  n o t  

n ece s sa r i l y  be t t e r  t ha n  th e  o t he r .  M a t t hew s  e t  a l  ( 20 03 : 29 7 )  

p r op o se  t ha t  a  pos s i b l e  r e a so n  f o r  th e  f a i l u r e  o f  e mpo we rme n t  

p r og ra m s  i s  beca us e  de c i s i on - make r s  a r e  d i v id ed  o n  h ow  t hey  

p e rce i ve  t he  be s t  way  to  e mp owe r  a nd  l a ck  t r u l y  e mp owe r ing  

e l eme n t s  tha t  c an  be  d raw n  f ro m  a  va r i e t y  o f  pe r spe c t i v e s .  

 

Th e re  i s  a no th e r  c ha l l e nge  t o  th e  i m p l em en ta t i on  o f  em powe r men t ,  

t ha t  i s ,  wh i ch  em po we r s  w ho ?  I f  emp owe r me nt  mea n s  g i v i ng  an  

o p po r tu n i t y  t o  d e l i v e r  a  s e r v i c e ,  t he n  h ow  muc h  a  s t ake  d oe s  the  

e mp owe r i ng  pa r t y  h a s ?  On e  mana ge r  a rg ue s  t ha t  the  r e a so n  why  

t hey  a pp o i n t  pe op l e  they  kn ow  i s  b eca u se  t hey  wa n t  to  g i ve  a  

p r o j e c t  t o  som eo ne  t hey  kn ow  an d  t hey  c a n  t ru s t  beca u se  the  

f a i l u r e  o f  t he  p ro j e c t  w i l l  a l so  i mpa c t  o n  t he m.   

 

Bu t ,  the  sub se que n t  q ue s t i o n  i s  wha t  abo u t  th o se  S ME s  who  do  n o t  

k no w a ny one  in  t ho se  de pa r t me n t s ?  A re  they  do om ed  fo r  l i f e  o r  

sh o u ld  th ey  r e l y  on  l uc k ?  O ne  c an  sa y  tha t  ne tw o rk i ng  c a n  be  

b ene f i c i a l  fo r  S ME s  bu t  t hen  wha t  i s  n e t wo rk in g ?  G o ing  to  

f u nc t i on s  to  m ee t  p eo p l e  an d  t e l l i ng  th em  wha t  y ou  d o  –  w ou ld  i t  

w o rk ?  L ike  eve ry th in g  e l s e ,  i t  w i l l  w o rk  f o r  so me  a nd  n o t  f o r  a l l .  

Bu t  t h i s  k in d  o f  i n t e r a c t i on  d oe s  no t  qu a l i f y  o ne  a s  „ so meo ne  t hey  
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k no w ‟  b u t  i t  may  be  „ some on e  I  me t  a t  a  fu nc t io n  wh o  to l d  me  an  

i n t e re s t i n g  c onc ep t  o r  h a s  a  u n i que  b u s i ne s s  t ha t  we  n eed ‟ .  

 

A no th e r  i n t e r e s t i ng  d yna mi c  t o  e mp owe r men t  i n  So u t h  A f r i c a  i s  

t ha t  t he re  a r e  tho se  f ew  i nd iv id ua l s  tha t  a r e  h i g h l i g h t ed  a s  

„ em pow er me nt  succe s s  s to r i e s . ‟  Fo r  som e ,  be i ng  em pow ere d  m ean s  

b e i ng  i n  the  sp o t l i gh t  wh i l e  tha t  i s  no t  a  s i g n i f i c an t  i n d i c a to r  –  r e a l  

e mp owe r men t  i s  abo u t  s e e i ng  a  p o t en t i a l  i n  tha t  SM E  an d  t ak ing  a  

r i s k  o f  e mp loy ing  th e  se rv i c e s  o f  tha t  p a r t i cu l a r  en t i t y ,  g i v in g  i t  a l l  

t he  nec e s s a r y  su ppo r t  a nd  ma k i ng  i t  a  s u cce s s fu l  s e rv i c e  p r ov ide r .  

E mp owe r men t  sho u l d  no t  o n l y  be  co n f in ed  t o  mo ne ta ry  t e rm s .  I t  i s  

b eyo nd  tha t .  

 

Th e  soc i o -e co n om ic  co n tex t  o f  p re v io u s l y  d i s ad va n taged  

i nd iv id ua l s ,  i n  pa r t i c u l a r  l a c k  o f  f un d s  t o  s t a r t  b u s i ne s se s  o n  t he i r  

o wn ,  a s  w e l l  a s  the  r i s e  o f  so -c a l l e d  „ a f f i rma t i ve  p roc u r e men t ‟ ,  

h ave  l e d  to  an  i nc re a se  o f  c ro s s - r a c i a l  p a r tne r sh i p s  e spec i a l l y  f o r  

u r ba n  fo r m a l  S ME s  i n  t he  J oha nn e sb ur g  a r e a  ( Be r ry  e t  a l ,  20 02 :21 ) .  

 

Be r ry  a nd  c o - au th or s  ( 20 02 )  co n t en d  t ha t  S ou th  Af r i c a ‟ s  p ecu l i a r  

f e a tu re s  i mp l y  tha t  po l i c y  m ake r s  m ay  o n l y  p a r t l y  d r aw  on  

i n t e rna t i on a l  e xp e r i ence  w hen  l oo k i ng  fo r  p o l i c y  r e spo n se s  to  

p r o mo te  e c on o m ic  g r owt h  bu t  t he  mo s t  i mp o r t a n t  e l e me n t  w i l l  be  

t o  en co ur age  de ba te  an d  inc lu s io n  in  a l l  sp he re s  bec au se  o f  t he  

c ha l l en ge s  o f  soc i o -e c on om ic  im ba l a nce s ,  l ow - sk i l l  b a se  and  

e duca t i o n .   

 

I n  t e rm s  o f  t he  F in anc i a l  S e r v i c e s  Ch a r t e r  ( F SC) ,  b i g  f i r m s  a r e  

r eq u i r e d  to  p l a y  a  k ey  ro l e  i n  t he  c r e a t i on  o f  S ME s  t h r oug h  

t a rge t ed  p r ocu re men t  i n i t i a t i v e s .  P ro cu re me nt  wa s  se en  a s  t h e  key  

a r e a  t o  f ocu s  em powe r men t  i n i t i a t i v e s .  S c o r e  c a r d s  we re  de ve l ope d  

t o  m on i t o r  th e se  em p owe rm en t  i n i t i a t i v e s .  
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Bu t ,  a  l e ad ing  e c on o mi s t  h a s  sug ge s t e d  th a t  the  S ou t h  A f r i c an  

g ove r nme n t  sh i f t  em p owe rm en t  sc o re - c a r d s  awa y  f ro m  ow ne r sh ip  

a nd  ma nage me nt  c r i t e r i a  to  f ocu s  m o re  o n  a  s y s t e m  o f  po in t s  f o r  

c om pan i e s  c on t r i bu t i ng  i n  va r io u s  way s  t o  th e  s t a r t -u p  and  g row t h  

o f  S ME s .  He  wa s  co m men t i ng  o n  a  p r op o sa l  by  BN P P a r ib a s  

r e p r e sen t a t i v e  t ha t  S ou th  Af r i c a  co ns i de r  i mp l em en t i ng  a n  a l l -

e nco m pa s s i ng  S ME d eve l o pme nt  s t r a t eg y  ba se d  o n  F ra nce ‟ s  p o s t -

wa r  m ode l  ( Bu s i n e s s  D a y ,  21 /11 /2 006 ) .   

 

M uc h  o f  the  c r i t i c i sm o f  em p owe rm en t  h a s  bee n  th a t  l a rge  

c om pan i e s  h ave  so ug h t  to  mee t  t he i r  c om m i t me nt s  by  se l l i ng  e qu i t y  

s t ake s .  La rge  c om pan i e s  co u l d  e a r n  a  r an ge  o f  p o in t s ,  depen d i ng  o n  

t he  n a t u re  a nd  e x t e n t  o f  t he i r  he l p  to  SM Es ,  ov e r  a nd  a bo ve  the  

p r oc u r eme n t  they  ma ke  f ro m b roa d -ba se d  e mp owe r men t  sup p l i e r s .  

 

Th e re  i s  howe ve r ,  c onc e r n  ab ou t  th e  s e r io u sn e ss  o f  g ov e r nment  

a nd  b i g  bu s ine s s  i n  r e l a t i on  t o  S ME  de ve l op men t  an d  sup p or t .  To  

d a t e  t he re  ha s  been  a  l on g  l i s t  o f  i n i t i a t i v e s  a r ou nd  t h i s  s u b j e c t  

m a t t e r  bu t  n one  o f  th em  ha s  be en  c l e a r l y  de f in ed  an d  t e s t ed  

b ecau s e  the y  have  no t  be en  in c l u s i ve  i n  t he i r  de ve l op me nt .     

 

Ac co rd in g  t o  t he  Wo r ld  Ba nk  ( Jov an ov i c ,  In s t i t u t i o ns  i n  th e  p ub l i c  

p r oc u r eme n t  s y s t em  i n  Se rb i a :  p re se n t  s t a t u s )  c o r ru p t io n  p r e sen t s  

t he  s i ng l e  l a rg e s t  o b s t a c l e  to  e co nom ic  an d  soc i a l  d ev e lo p ment  

w h i c h  a f f e c t s  the  s t a nda r d  o f  l i v i ng  w h i ch  i s  o f  p r ima ry  i mp o r t ance  

f o r  eve ry  i n s t i t u t i on .   

 

Th e  na tu re  a nd  t y pe  o f  g ove r nme nt  co r ru p t io n  t en d  t o  va ry  

d epe nd in g  o n  the  go ve rn me nt  s y s t e m  a nd  i t s  i n s t i t u t i o na l  cu l t u re  

a mo ng  t he  soc i e t i e s ,  th i s  i s  a  g l oba l  p hen om e n on .  Howe ve r ,  i t s  

e f f e c t  an d  mag n i tud e  ha s  de t r i me n ta l  c on se que nce  fo r  d ev e lo p i ng  
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c ou n t r i e s  beca u se  i t  h i nde r s  on  t he i r  d eve lo pme n t  p r o spec t s  l i k e  

f o re i g n  fu nd in g  a nd  c ro s s  co un t ry  t r a n sac t i ng .  

 

S inc e  pu b l i c  p roc u re men t  i s  o ne  o f  t he  key  a r e a s  w he re  t he  p u b l i c  

s e c to r  an d  the  p r i v a t e  s e c to r  i n t e r a c t  f i nan c i a l l y ,  i t  i s  a  p r ime  

c a nd ida t e  f o r  co r r up t  a c t i v i t y ,  c ro ny i sm ,  a nd  f a vo u r i t i sm  a s  w e l l  a s  

o u t r i g h t  b r i be ry  ( M a te cha k ,  F i gh t in g  C o r r up t i on  i n  P u b l i c  

P r oc u rem en t ) .  Hence ,  p ub l i c  p r ocu rem en t  ha s  been  t a rge t e d  by  

v a r io u s  na t i ona l ,  i n t e rna t i on a l  an d  m u l t i l a t e r a l  an t i - co r r up t i on  

i n i t i a t i v e s  a s  a n  a r e a  i n  need  fo r  r e f o rm .    

 

Re spo nde n t s  i n  th i s  r e se a rc h  ag re e  t ha t  t ha t  t he re  i s  a  h i gh  

i nc i de nce  o f  c o r r u p t io n  i n  t he  S ou t h  Af r i c a n  gov e r n ment  

p r oc u r eme n t  sy s t em  a s  i n  o the r  p a r t s  o f  th e  w o r l d .  Co r r up t i on  

c a se s  r an ge  f ro m  b r ib in g  o f  p r ocu rem en t  o f f i c i a l s ,  p r oc u r eme nt  

o f f i c i a l s  de ma nd i ng  b ack - han d ,  t en de r in g  p r oce s se s  no t  fo l l owe d ,  

l a ck  o f  t r an spa ren cy  a nd  f a i r ne s s  i n  th e  t e nd e r in g  p ro ce s s  a s  we l l  

l a ck  o f  p r ope r  ma nage me n t  a nd  eva lua t i o n  o f  go ve rn me nt  t e nde r ing  

s y s t e m s .  Th e  p ro b l em  i s  tha t  t he re  a r e  n o  c onc re t e  s y s t e m s  i n  p l a c e  

t o  ad d re s s  th e se  a nd  the re f o re  SM E s  w i l l  co n t i nue  be in g  v i c t im s .   

 

Th e  S eo u l  Me t ro p o l i t an  G ove r nme n t  ad o p te d  a  r e fo r m  mea su re  to  

c om ba t  co r ru p t io n  c a l l e d  t he  „ OP EN ‟  s y s t e m,  an  a c r on ym f o r  t he  

“ On l i ne  Pr oce du re s  E nha nce men t  fo r  c i v i l  ap p l i c a t i o n s . ”  (C ho  a nd  

C ho i ,  20 04 :  719 ) .  The  O PEN  sy s t em  i s  a  W eb -b a sed  i n t e r ne t  

s e rv i c e  to  t r a n sac t  c i v i l  a pp l i c a t i on s  f o r  pe rm i t s ,  r e g i s t r a t i o ns ,  

p r oc u r eme n t s ,  c on t r a c t s ,  an d  a pp r ova l s  s u b mi t t ed  by  c i t i z e n s .  I t  

p l a c e s  t r an spa ren cy  a nd  a cc ou n tab i l i t y  i n  the  c o re  o f  the  

m ana gem en t  sy s t em .  The  OP EN  sy s t e m  i s  dee med  t o  ha ve  

f av ou ra b l e  op in io n  o n  i t s  co r r up t i on  co n t ro l  e f f e c t  a s  t e s t e d  by  the  

2 00 4  su r vey  f i n d i ng s  ( 200 4 :7 20 ) .  
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Th e  i n t r od uc t io n  o f  i n fo r ma t i on  t e ch n o lo gy  i n  g ove r nme nt  

p r oce s se s  ha s  b een  r e ce i ve d  a s  a  much  nee de d  go ve rn men t  r e fo r m 

s y s t e m  ( J a in ,  200 4 :3 ) .  Acc o rd ing  t o  t h i s  v i ew ,  IT  c a n  be  a  d r i ve r  

a nd  e na b l e r  o f  chan ge  a nd  r e f o r m  due  t o  i t s  bo un da ry  c ha l l e ng i ng  

n a t u re ,  an d  gov e r nm en t s  c an  be  r e en g in ee red  an d  r e in ven te d  v i a  IT  

t o  se rve  soc i e t y  be t t e r .     

 

J a i n  ( 20 04 :4 )  n o te s  tha t  th e  succe s s  o f  IT  e f f o r t s  f a i l  i n  

g ove r nme n t  beca u se  b u re au c r a t s  “wa n t  to  hoa r d  i n fo r ma t i on ,  no t  

c o l l ab o ra t e ,  an d  wa n t  h i s  o r  he r  o rga n i z a t i o n  to  „ sh i ne ‟  a t  t he  

e xpe n se  o f  a no th e r”  beca u se  “ i n  a  t r a d i t i ona l  s en se ,  i t  i s  a b ou t  

o wne r sh i p  w h i c h  l e a d s  to  c r ed i t  w h i c h  l e ad s  t o  i nc re a sed  r e sou rce s .   

 

Th e  Se rb i an  so lu t io n  t o  co r ru p t io n  i d en t i f i ed  t r a n sp a r en cy  a s  the  

m a j o r  f a c t o r  tha t  w i l l  h i nde r  co r ru p t ion .  Th i s  t r an spa ren cy  e n t a i l s  

p u t t i n g  an  o b l i g a t i on  o f  t he  p u rch a s i ng  e n t i t i e s  t o  m ake  pu b l i c  i t s  

d ec i s i o n  to  i n i t i a t e  ne go t i a t e d  p roce du re  tha t  i nc l ude s  a  s u i t a b l e  

e xp l ana t i on  f o r  r e a so n s  th a t  l i e s  be h i nd .  Thu s ,   t hey  s a y  th e  p ub l i c  

a nd  t h ose  w ho  hav e  ge nu ine  i n t e re s t  w i l l  h ave  t he  o pp or t u n i t y  to  

i n fo r m  the m se lve s  o n  a rg ume nt s  th a t  l i e  beh in d  neg o t i a t ed  

p r oce du re  an d  cha nce  t o  l o dge  a  c om p l a in t  o r  f i l e  f o r  th e  

p r o te c t i o n  o f  r i gh t s  o f  b i dde r s .   

 

Th i s  i n t e r ven t i on  m ech an i sm  h a s  l o op h o l e s  i n  t ha t  i t s  ap p l i c a t i on  

i s  de pen ded  o n  e f f i c i e nc i e s  (w h i c h  i s  l a ck ing  beca u se  o f  l a ck  o f  

c a pac i t y  an d  sk i l l s  b y  th o se  wh o  sho u l d  be  ma nag ing  t he  p r oc e s s  

i t s e l f )  a nd  co m mi tm en t  by  th e  p r ocu r i ng  de pa r t men t  a s  w e l l  a s  

s t ake ho lde r s .   

 

I n  Can ada ,  d ue  to  th e  c o r r up t i on  co m p l ex i t i e s ,  un de r  f ed e r a l  r u l e s ,  

c on t r a c t s  mu s t  be  t en de re d  w i t h  fo u r  e xce p t io n s .  The  co n t r a c t  i s  
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n eede d  i n  a  g e nu i ne  e me rgen cy . 6 Th e  va l ue  i s  sma l l  ( un de r  

$ 25 , 00 0 ) .  On l y  one  su p p l i e r  c an  d o  th e  w o rk  o r  su pp l y  t he  p r od uc t .  

Te nde r ing  i s  n o t  i n  t he  i n t e re s t  o f  na t i on a l  s e cu r i t y .  Th i s  a ga i n  i s  

t he  sh o r t - c om ing  o f  co r ru p t  p r ocu r em en t  p ra c t i c e s  t ha t  i mpac t  

h eav i l y  on  S ME s  beca u se  w i t h ou t  p r oc u r eme n t  t he re  w i l l  be  no  

b u s i ne s s  c a se  f o r  e x i s t e nce .  

 

O n  the  ba s i s  o f  t he  p reva i l i ng  co r r up t  t en denc i e s  b y  b o th  

g ove r nme n t  o f f i c i a l s  an d  S ME s  w ho  a l l ow  p ayme n t  o f  b r ib e s  an d  

u n fa i r  p r oce s se s  fo r  t he i r  bene f i t s ,  mo s t  g ove r nme n t  dep a r t men t s  

w i l l  h ave  n o  c ho i c e  b u t  to  a do p t  t he  Can ad i an  ap p roa ch  o f  f r e ez ing  

t he  t e nd e r s .  I t  i s  f a c t  tha t  i f  t he  co r ru p t  o f f i c i a l s  d o  no t  h ave  a  

m a rke t ,  t hey  w i l l  n o t  be  i n  a  p o s i t i o n  t o  co n t in ue  w i th  c o r r up t  

p r a c t i c e s  be cau se  o f  l a c k  o f  sup p or t .  SM E s  ha ve  a  cha l l e nge  to  f i nd  

c o r r up t i o n  fo r  th e i r  o wn  be ne f i t  a s  we l l  a s  f o r  the  be ne f i t  o f  the  

e c on o mic  de ve l op me nt .  

 

Im p ro v i ng  p ub l i c  s e rv i c e  i s  ev e r y  gove r nme nt ‟ s  t op  p r io r i t y  an d  

m uc h  pu b l i c  s e rv i c e  de l i v e ry  de pen d s  o n  bo ug h t - i n  se rv i c e s ,  so  

e f f e c t i v e  p ro cu re me nt  i s  t he  he a r t  o f  go ve rn me nt  de l i v e r y  and  

r e fo r m  age nda .  Ye t ,  bu re a uc ra cy  an d  i ne f f i c i enc y  to o  o f t en  

e ncu mb er s  pu b l i c  p r ocu re me nt .  Th e  na tu re  o f  gov e r n ment  

p r oc u r eme n t  i nv o lve s  a  s e que nce  o f  p ro ced u ra l  s t e p s  tha t  p r o v i de  

o p po r tu n i t i e s  a t  d i f f e r en t  l e ve l s  fo r  t r a n spa re ncy  an d  ope n  

d ec i s i o n - ma k in g .   

4 .4  A DMI NI STRAT IVE  JU STI CE  

 

P r oce du ra l  s t ep s  a r e  r e l a t ed  t o  th e  i n i t i a l  an no un cem en t  and  

d i s se mi na t io n  o f  i n f o rma t i o n  ab ou t  a  t en de r ;  th e  de f i n i t i o n  and  

d i s se mi na t io n  o f  c r i t e r i a  fo r  p r o spe c t i v e  b id de r s ;  the  e s t ab l i sh me nt  

                                                 
6 S e e  h t t p : / / w w w . s u m m i t c o n n c e t s . c o m .  
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o f  t ime l i ne s  a n d  g u id e l i ne s  f o r  p r epa ra t i on  an d  sub mi s s io n  o f  b id s ;  

i n fo r ma t io n  a b ou t  t he  t ype  o f  a wa rd  p r oc ed ur e  b e i ng  u s ed ;  t he  

d e f in i t i o n  a nd  d i s sem i na t io n  o f  c r i t e r i a  u s ed  to  e va l ua t e  t he  qua l i t y  

a nd  co m pe t i t i v e ne ss  o f  a  g i ve n  b i d ;  and  the  av a i l a b i l i t y  o f  ave nue s  

f o r  cha l l e ng ing  g i ven  awa r d  ( OECD ,  200 3 ) .  

 

S o me  o f  th e  i s su e s  t ha t  we re  i de n t i f i e d  by  t he  O f f i c e  o f  

G o ve rn men t  Co mm e rce  ( O GC)  s tud y  (2 00 3 )  i n  r e l a t i o n  to  

g ove r nme n t  p roc u re men t  a r e  tha t  l i k e  i n  S ou th  A f r i c a ,  th e re  i s  a  

l eng t hy  p r oc ur eme nt  t i me - s c a l e s  wh i ch  m ak e s  p r ocu re me nt  c o s t l y  

f o r  S ME s  a nd  a l so  m ake  the  g ove r nm en t  ma rke tp l a c e  l e s s  a t t r a c t i v e  

t o  su pp l i e r s .   

 

L ack  o f  s t a nda r d i z a t i o n  an d  c on s i s t e nc i e s  l i k e  r e pea t e d  fo r m -

f i l l i ng ;  du p l i c a t i on  o f  w o rk  b y  u se  o f  v a r y in g  y e t  s im i l a r  c on t r a c t  

c l au se s ,  l en g t hy  co n t r a c t  neg o t i a t i o ns  an d  i ne f f i c i e ncy  o f  the  

p r oc u r eme n t  o f  f r am ewo rk  co n t r a c t s .  F o r  exa m p le ,  m o s t  

g ove r nme n t  p roc u r in g  o f f i c e s  go  t h ro ug h  th e  p roce s s  o f  c a l l i ng  f o r  

su p p l i e r s  to  r eg i s t e r  o n  t he i r  d a t a ba se  an d  kee p  t he m  t he r e .  The re  

i s  n o  sen s ib l e  way  t o  exp l a i n  w hy  su p p l i e r s  sho u l d  b e  o n  the  

d a t a ba se  whe n  t he r e  i s  a  p o s s i b i l i t y  t h a t  t hey  may  n o t  g e t  any  

c on t r a c t  f ro m t ha t  p a r t i cu l a r  depa r t men t .   

 

A no th e r  c r uc i a l  f a c t o r  i s  tha t  the re  i s  l e s s  f ocu s  on  ou tcom e ;  mo re  

t i me  i s  spe n t  o n  un acco u n te d  p r oce s se s  t ha t  d o  n o t  ad d  v a l ue  to  

t he  p r o j e c t  i t s e l f .  Th e re  i s  l a ck  o f  t r a in i ng  a nd  gu ida nce  o n  t he  

p a r t  o f  t he  p roc u rem en t  s t a f f  i n  m o s t  g ove r n me n t  d epa r tm en t s  and  

a c kn ow le dge me nt  th a t  eve ry  de pa r t men t  c an  ha ve  u n i qu e  p r oce s se s  

l i k e  c a l l i ng  f o r  t end e r s  f i r s t  an d  f o r  th o se  w ho  a re  a c ce p t ed  to  be  

a dde d  to  t he i r  s u pp l i e r  da t aba se .  The re  i s  a l so  a l a c k  o f  i nn ov a t i ve  

a nd  c re a t i v e  so l u t i on s  t ha t  t he  ma r ke t  c a n  b r ing  t o  g ove rnm en t  a nd  

i nc on s i s t e n t  u s e  o f  b e s t  p ra c t i c e .  
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L ack  o f  l e ad e r sh i p  an d  p r o f e s s io na l  sk i l l s  a n d  c apac i t y  o f  S en io r  

C i v i l  s e rv i c e  to  imp r ove  dec i s i on - mak i ng  i s  the  m o s t  d i s t u rb in g  

f a c to r  th a t  a f f e c t s  s e rv i c e  de l i v e ry  wh i ch  i s  m o s t  c ruc i a l  f o r  t he  

su cce s s  o f  p r o j e c t s  a nd  p r og ra mme s .  M a ny  a  t ime s ,  t he  p eo p l e  i n  

t h o se  d i v i s i on s  have  no  ba s i c  bac kg rou n d  i n  t he  a r e a  they  a r e  i n  

a nd  l a ck  i n t e re s t  i n  de ve l op in g  t he m se lve s  i n  th a t  pa r t i cu l a r  a r e a  

a nd  y e t  th in k  the y  a r e  c apa b l e  o f  m ak i ng  so un d  dec i s i o n s .  

 

L ack  o f  co m mu n ic a t i on  w i t h  t he  ma rke t ;  the re  i s  n o  e a r l y  d i a l og ue  

w i t h  sup p l i e r s  o n  r e qu i r eme nt s  a nd  p ro p o sed  p r ocu re me nt  r o u te s  

l e ad ing  t o  be t t e r  un de r s t an d i ng  an d  m o re  e f f e c t i v e  an d  e f f i c i e n t  

p r oc u r eme n t .   The re  i s  a l so  l i m i t ed  a d ve r t i s i ng  o f  c on t r a c t  

o p po r tu n i t i e s  t o  f o s t e r  mo re  e f f e c t i v e  co m pe t i t i o n .  

 

A no th e r  dow n s i de  t o  t he  p roc u rem en t  o f  p ro ce s s  whe reby  

g ove r nme n t  d epa r tm en t s  c ha rge  a  f e e  f o r  t he  a pp l i c a t i on  f o r ms .  

Th i s  i s  pe rc e i ved  a s  e co no mi c  ex c l u s ion  a nd  de fe a t s  t he  pu r po se  o f  

t he  S ou th  A f r i c a n  Co n s t i tu t i on .  

 

E n su r i ng  e f f e c t i v e  an d  e f f i c i e n t  SME  g ove r nme nt  p roc u r eme n t  

s y s t e m  ha s  r a mi f i c a t i on s  bey on d  t he  g ove r nm en t  p r oc u r eme nt  

s e c to r ,  a nd  c a n  p rov ide  a  so l i d  fo un da t i on  f o r  su s t a i ned  e c on omic  

g r owt h  a n d  d eve l op me nt .  A ny  un nece s s a ry  bu re auc ra c y  i n t r od uce s  

wa s t e  an d  d e l a y ,  r e duce s  t he  l i k e l i h oo d  o f  e f f e c t i v e  c om pe t i t i on  

a nd  j e opa r d i z e s  de l i v e r y .  

4 .5  C O NCL USI O N  

 
Th e  O ECD  re po r t  h i g h l i gh t s  i s sue s  tha t  a r e  no t  u n i que  to  S ou th  

A f r i c an  p roc u rem ent  s y s t em ,  w ha t  i s  o f  c on ce rn  t ho ugh  i s  t he  f a c t  

t ha t  i f  som e  o f  the s e  r ep o r t s  ha ve  been  deve lo ped  a s  e a r l y  a s  t he  
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1 99 0s ,  w hy  co u l d  t hey  n o t  have  been  u se d  a s  a  ba se  f o r  the  

d eve lo pme n t  o f  t he  S o u t h  A f r i c an  go ve r n me nt  p ro cu re ment  s y s t em.  

In  f a c t ,  t he se  a r e  so  r e a l  i n  th i s  e r a  an d  y e t  h ave  p r ov ed  f a t a l  i n  

t he  p a s t .   

 

Re se a rc he r s  a c r o s s  t h e  w or ld  ha ve  a  t a sk  o f  e n su r ing  t ha t  th e i r  

g ove r nme n t s  do  n o t  bec o me  v i c t i m s  o f  i gn o ranc e  w ho  e mba rk  o n  a  

s y s t e m tha t  i s  no t  f e a s ib l e .  
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CHAPTER 5  

CONCLUSION AND RECOMMENDATIONS  

 
G o ve rn men t  p r ocu re men t  ha s  p ro ved  t o  b e  a  g r ow th  s t r a t egy  i n  

m any  pa r t s  o f  t he  w or ld  w he re  i t  i s  c om mi t t ed  to  a nd  a pp l i e d  

s y s t e ma t i c a l l y ,  th e  s a me  c a n  ap p l y  to  t he  So u t h  A f r i c a n  go ve r nment  

p r oc u r eme n t  i f  o n l y  t he re  c a n  b e  co m mi tm en t  t o  c han ge  and  

o u tco me  f oc u s .  

   

Th i s  r e se a r ch  p l a c ed  e mp ha s i s  o n  f ou r  k ey  a r e a s  tha t  im pac t  on  

S ME  g ove rn me nt  p r oc u r eme n t  w h i c h  a r e  co m pe t i t i v e  t e nde r ing ,  

e mp owe r men t ,  co r r u p t io n  a nd  b u reau c r a cy .  I t  i s  im po r t a n t  to  

a c kn ow le dge  t ha t  th e se  a r e  n o t  t he  o n l y  f a c t o r s  an d  th a t  o t he r  

s c ho l a r s  w i l l  e x pand  o n  o t he r  im po r t an t  a r e a s  a s  we l l  a s  p r o mo te  

f u r the r  d eba t e  i n  th i s  su b j e c t  ma t t e r .  Ha v i ng  sa i d  th i s ,  i t  w i l l  be  

a pp r op r i a t e  f o r  me  t o  a c kn ow l edg e  t ha t  a l l  i s  no t  bad  a nd  g lo om  in  

t he  S ou t h  Af r i c an  p r ocu re me nt  sy s t e m s .  L ik e  e ve ryw he re  e l s e ,  

t he re  a r e  t ho se  p r o cu re men t  o f f i c i a l s  t ha t  a r e  h i g h l y  s k i l l ed ,  

p r o fe s s i ona l  an d  de l i v e r  g o od  q ua l i t y  s e rv i c e  t o  S ME s  b u t  a l so  

t he re  a r e  th o se  w h o  d o  i n j u s t i c e  to  t he  p r oc u r eme n t  sy s t ems  o f  t he  

S ou t h  A f r i c an  go ve rn me nt  d epa r tm en t s .  

 

Th i s  r e se a r ch  r ep o r t  h a s  h i g h l i g h te d  i n t e rve n t io n  mec han i sm s  t ha t  

c ou n t r i e s  l i k e  th e  U S ,  th e  UK ,  A u s t r a l i a ,  B ra z i l  an d  S ou t h  K orea  

h ave  pu t  i n  p l a c e  t o  bee f  up  t he i r  p r o cu re men t  sy s t e m s  r a ng i ng  

f r o m  se t t i n g  u p  de d i c a t e d  p r ocu r emen t  a ge nc i e s ;  s e t t i ng  u p  o f  

i n fo r ma t io n  t e ch no lo gy  a nd  c om mun ic a t i on  sy s t e m s  t ha t  w i l l  

p r o mo te  t r an s pa ren cy ;  an t i  co r ru p t io n  po l i c i e s  a nd  s y s t e ms ,  

c om pe t i t i v e  t en de r in g  c on t r a c t i ng ;  emp owe r me nt  an d  c l u s t e r i ng  a s  

we l l  a s  e du ca t io n  an d  sk i l l s  de ve l op men t .   
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5 . 1  R EC OMME NDATI O NS  

F o r  S ME ,  th e  mo s t  i mp o r t a n t  r e c o mme nda t i on  tha t  o ne  c a n  make  

i s  tha t  t hey  sho u l d  h ave  a  c l e a r  ne tw ork in g  p l a n  a nd  make  su re  tha t  

t hey  se l l  t he i r  b u s in e s s  a s  m uc h  a s  t hey  c a n .  The  m o re  th ey  f ocu s  

t he i r  ene rg i e s  o n  in t e r a c t i ng  w i t h  the i r  c l i e n t s  a t  a  p ro f e s s i ona l  

l e ve l ,  th e  mo re  t he i r  cha nce s  o f  be i ng  r e cog n i se d  a nd  k no wn  w i l l  

i m pr ove  a nd  t hu s  t r a n s l a t i ng  i n t o  bu s ine s s  t r a n sac t i ng .  

 

Th e  p r i v a t e  s e c to r  sp en d s  a  l o t  o f  m o ney  i n  a dve r t i s i n g ,  th i s  i s  

b ecau s e  i t  ha s  t ang ib l e  r ewa rd s  tha t  t r a n s l a t e  i n to  h i gh  p ro f i t  

m a rg i n s .  S ME s ,  beca u se  o f  bu dge t a ry  co n s t r a in t s ,  sh ou ld  no t  be  

h e l d  bac k  by  t h a t  sh o r t  c o mi ng .  In s t e a d ,  they  sho u l d  ap p l y  t he  

m o s t  c r e a t i v e  m eans  o f  adv e r t i s i n g  w h i ch  i s  t he  s e l l i n g  the i r  i de a s  

p e r so na l l y  a t  a l l  t im e s  a nd  t o  e ve ryon e  the y  c a n  mana ge  t o  r e a ch  

o u t  to .  

 

Th e  r e co mme n da t ion s  o f  t h i s  s t udy  f a l l  i n t o  t h re e  b r oad  c a t eg o r i e s  

t ha t  a r e  i n t e r r e l a t e d  an d  a re  dep end en t  o n  t he  So u th  Af r i c an  

G o ve rn men t  e s t a b l i sh in g  a n  i n de pen den t  P r ocu re me nt  Age ncy  t ha t  

w i l l  h ave  the  r e spo n s i b i l i t y  o f  r ep o r t i ng  t o  Pa r l i a me n t  an d  the  

c i t i z e n s  o n  t he  a c t i v i t i e s  o f  S ME  dev e l op men t  t h r ough  

p r oc ur eme n t .  Th i s  a g ency  w i l l  on l y  su rv i ve  i f  i t  c a n  be  run  l i k e  t he  

p r i v a t e  s e c t o r  e n t i t i e s  w i t h  a  c l e a r  bu s i ne s s  p l a n  a nd  o b j e c t i v e s  a s  

we l l  a s  a nn ua l  r ev i ew s .   

 

O ne  o f  the  m o s t  i mp o r t an t  wa y s  t ha t  go ve rn me nt  c an  s t r e a ml ine  i t s  

p r oc u r eme n t  a c t i v i t i e s  a nd  a ch i eve  be t t e r  de l i v e ry  i s  by  im p r ov ing  

t he  s k i l l s  o f  p ro cu re men t  s t a f f  i n  de c i s i on - mak in g  a nd  com me rc i a l  

r o l e s .  
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S eco nd l y ,  the  So u t h  A f r i c an  g ove r nm en t  p r ocu re me nt  s y s t em 

sh o u ld  p l a c e  mo re  e mp ha s i s  o n  succ e s s f u l  p r o j e c t  ou tc ome s  r a th e r  

t ha n  o n  p roce s se s  t ha t  do  no t  h ave  an y  be a r in g s  o n  the  p r o duc t .  

C i v i l  s e rva n t s  t e nd  t o  co nce n t r a t e  l e s s  o n  d ue  o b se rv ance  o f  

p r oce s se s  t ha n  th e  ou tc ome s ,  th i s  l e ad s  t o  unn ece s sa ry  

b u re a uc ra cy .  Th i s  w i l l  mea n  t he  r ev i s i on  o f  t he  c u r r en t  

p r oc u r eme n t  p r oce s s e s .  

 

Th i rd l y ,  s pec i a l  em p ha s i s  s ho u ld  be  p l a c e d  o n  a ch i ev i ng  mo re  

c on s i s t e n t  u se  o f  b e s t  p r a c t i c e  a t  a l l  t im es .  Ac t i on  i s  n eede d  to  

i m pr ove  t he  a c ce s s ib i l i t y  o f  gu ida nce  m a t e r i a l  an d  to  en su re  t ha t  i t  

i s  e mbe dde d  in  c omm e rc i a l  p r a c t i c e s  i n  p ro cu re men t .  

 

5 .2  C O NCL USI O N  

 

M o re  r e se a rc h  an d  d eba te  i n  t he  a r e a  o f  g ove r nme n t  p roc u r eme n t  

i s  nee de d  w i t h  a l l  i n t e r e s t ed  pa r t i e s  t ak in g  p a r t  i n  th e i r  own  

m ean in g f u l  wa y .  SM E s  c a nn o t  j u s t  s i t  an d  p o i n t  f i nge r s  w i t ho u t  

b r in g i ng  f o r t h  we l l  r e se a rc hed  p o s s i b l e  i n t e rve n t i on  m ec han i sms  

t ha t  w i l l  ben e f i t  t he  g ove r nm en t  p r ocu r e men t  sy s t em  a s  we l l  a s  the  

S ME  s ec to r .  G ove rn me nt  a l so  ha s  a  r e sp o n s ib i l i t y  o f  eng ag ing  the  

S ME  sec to r  o n  how  be s t  t hey  c an  w o rk  t oge the r  i n  g r ow i ng  a  

c om pe t i t i v e  S ou th  A f r i c an  e c o no my  a nd  a t  t he  s a me  a dd re s s  so c i o -

e c on o mic  an d  po l i t i c a l  c ha l l en ge s  t ha t  th i s  co un t ry  i s  f a c e d  w i th .     
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