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1 Project scope and purpose  

In order to provide guidance to decision-making by the January 2005 Cabinet 
Lekgotla on optimising the role of procurement in employment generation, a project 
has been commissioned to achieve the following:  

§ Consolidate existing research and data on procurement and employment in 
South Africa  

§ Estimate the total current procurement spend across all three spheres of 
government, and the major procurement items, within the limitations of 
currently available information sources and categorisations  

§ Provide a problem analysis of the constraints and opportunities to growing the 
contribution of procurement to employment creation  

§ Develop a draft conceptual framework to guide government’s deliberations on 
potential interventions and/or programmes based on this problem analysis  

§ Suggest areas of further research to be prioritised during 2005  

This report provides a summary of the outputs of this work. The purpose of the 
report is not to provide detailed analysis, but rather to provide sufficient insight to 
give direction on the most strategic way forward.  

1 Problem analysis  

1.1 Estimates of current government procurement spend  

Estimates of total government procurement spend  

Procurement spend across all tiers of government is estimated at nearly R130 billion 
in the 2003/04 financial year1. This includes all procurement by public bodies at 
national, provincial and local levels of government, as well as procurement by 
publicly-funded bodies and from universities and technikons. For the purposes of this 
analysis, “procurement spend” has been defined as all expenditures on goods and 
services, excluding purely financial transactions (subsidies, interest payments, etc.) or 
purchases of land and building assets.  

A high-level overview of procurement shows that spending it is relatively 
decentralised, with provincial and local governments controlling the majority of 

                                                        

1 Main Sources: Budget Review 2004; Intergovernmental Fiscal Review 2004 
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expenditure, as shown in the table below. This is particularly true for 
construction/infrastructure expenditure where the local tier of government controls 
almost 55% of total expenditure.  

Figure 1: Estimates of share of procurement spend across government 
(2003/4)  

 

Specifically, estimated procurement spend breaks down as follows:  

§ National government: R24,063m  

§ Provincial government: R34,513m  

§ Local government: R43,787m  

§ Extra-budgetary accounts: R19,421m  

§ Universities and technikons: R7,169m  

Although, consistent figures are not available, comparisons with consolidated 
government accounts from recent years2 suggests that expenditure on procured goods 
and services has risen as much as 20% per annum in recent years, substantially above 
the overall budget growth rates.  

                                                        

2 Consolidated Expenditure by the Government Sector 2001/02 (Statistics South Africa) 
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To put government procurement spend in perspective, it should be noted that the 
largest SOEs (Eskom, Transnet, Telkom) spend R120-140bn in terms of 
"discretionary procurement spend". Thus SOEs alone spend as much as the rest 
of government combined. Moreover, although consolidated figures on JSE listed 
companies are difficult to obtain, recent estimates suggest procurement expenditures 
of these firms may be as high as R1,000bn. This is nearly four times the level of 
government and SOE spend combined, highlighting the critical importance of also 
leveraging private sector procurement.  

 

Major product and service items procured by government  

Government accounts and other documents and reports available unfortunately 
provide limited insight into the specifics of government expenditure. A basic 
breakdown of total procurement spend based on the type of expenditure is shown in 
the graph below.  

Figure 2: Estimates of major categories of government procurement 
spend (2003/4)  

 

As noted previously, the pattern of expenditure (at least in terms of major areas of 
procurement) varies substantially across the different tiers of government, as shown in 
the graph below. The significant role of local government in procuring infrastructure 
services has some positive implications in terms of supporting a wide geographical 
spread of employment opportunities, through such initiatives as the Expanded Public 
Works Programme.  
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Figure 3: Estimated breakdown of major procurement categories by 
sphere of government (2003/4)  

 

Whilst detailed information on the largest area of expenditure – “general goods and 
services” is difficult to obtain3, some visibility on capital expenditure items is available. 
The table below shows that expenditure on core infrastructure (roads, electricity, 
sewerage and water) is substantial – the majority of these contracts are likely to be 
tendered as “project” contracts, where companies tender to provide a package of 
goods and services to deliver a project. Other substantial items purchased under 
capital expenditure include vehicles, computer equipment and software.  

                                                        

3 Significant effort was expended for the study conducted on behalf of DPSA in 2003, which 
nevertheless was unable to obtain comprehensive and consistent information from government 
departments on expenditure items and use of BEE suppliers 



Table 1: Indicative items of government spend  

Operating Budget National Provincial Extra-
budgetary 
accounts 

Univ & 
Technikon 

Local TOTAL 

Repairs and 
Maintenance 

n/a n/a n/a n/a 5,030,937 5,030,937 

Maintenance-buildings 
& structures 

n/a n/a n/a n/a n/a - 

Maintenance – 
machinery & equipment 

n/a n/a n/a n/a n/a - 

Other + General 
Expenditure 

19,093,627 25,988,746 16,383,730 5,723,140 22,110,994 89,300,237 

Capital Budget       

Construction – TOTAL 3,343,821 5,458,500 1,981,868 493,221 13,471,083 24,748,493 

Residential buildings 2.541,389 n/a n/a 129,578 2,793,560 5,464,582 

Non-residential 
buildings 

n/a n/a n/a 363,642 842,303 1,205,945 

Roads, streets and 
bridges 

n/a n/a n/a n/a 2,929,690 2,929,690 

Networks: electricity, 
sewer, water 

n/a n/a n/a n/a 5,602,420 5,602,420 

Other 802,432   n/a 1,303,110 2,105,542 

Machinery and 
Equipment – TOTAL 

1,625,485 3,066,000 1,055,507 952,793 3,174,380 9,874,165 

Vehicles 725,259 n/a n/a 34,192 158,401 917,852 

Computer equipment n/a n/a n/a 258,849 n/a 258,849 

Computer 
software/intangibles 

29,566 n/a 12,305 243,775 n/a 285,646 

Furniture n/a n/a n/a 163,012 n/a 163,012  

Other equipment 870,660 n/a 1,043,203 252,965 3,015,979 5,182,806 

TOTAL 24,062,933 34,513,246 19,421,104 7,169,154 43,787,394 128,953,832 

Examples of some entity’s major items of spend are included in Annexure A (only 4 
responses were received). These examples seem to indicate that a large percentage of 
spending goes toward professional services, which is positive in that it is likely to be 
labour intensive and most likely to be sourced locally or nationally. However, these 
types of services are likely to require high skills levels, be more accessible to an 
established elite and may not represent growth opportunities.  
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Estimates of utilising local content versus import are difficult to obtain, in particular 
in terms of understanding origin throughout the supply chain. While some tracking of 
BEE and SMME supplier procurement has been done to date, it is incomplete (please 
refer to section on future research required).  

1.2 Constraints  

The following constraints to maximising employment generation through 
procurement have been identified through previous research4:  

Overall constraints 

§ Lack of clarity on the relative importance of ownership, local content and 
employment  

§ Inadequate data gathering and information management systems in terms of 
both spending patterns (nature of products and services, size of spend) and 
suppliers (BEE, women-owned, small business, local content used directly and 
through suppliers, technology and production choices/labour intensity, 
product/service range, capacity etc), along with inadequate monitoring and 
evaluation capacity  

§ Mismanagement, corruption and misrepresentation by both purchasers and 
suppliers  

Purchaser constraints  

§ Inadequate and inconsistent implementation of preferential procurement policy 
across all spheres of government, inadequate capacity for supplier accreditation, 
inspection and procurement management  

§ Current local supplier preference is often based on place of registration rather 
than local content (direct and throughout supply chain) - as a result, suppliers 
designated as “local” may often be acting as wholesalers/distributors, providing 
limited employment  

§ Specification of exclusionary brands and technical specifications in tenders, 
preventing local supply  

§ Lack of awareness by purchasers of competitive and empowered local content 
suppliers  

                                                        

4 Including the Fund for Research into Industrial Development Growth and Equity (FRIDGE) 
study into local procurement, BEECOM report, DPSA study into BEE procurement 



  employment growth & development initiative 

                                            HSRC  

10 

§ Limited awareness within procurement organisations of the aim of employment 
creation and limited knowledge of what to do about it, exacerbated by high 
staff turnover  

§ Inertia in supplier relationships  

§ Inadequate planning and delayed payment make it very difficult for small 
businesses to successfully supply government without jeopardising their 
sustainability  

§ Potential future restrictions of procurement policy through bilateral trade 
agreements  

Supplier constraints  

§ Inadequate local supplier capacity, in particular black-owned suppliers  

§ Inadequate cost and quality competitiveness, as well as scale of production of 
local suppliers compared to imported sources  

§ Unfair competition from “dumped” imports and trend of increased import 
percentage servicing domestic demand  

§ Potential approaches to addressing these constraints are set out in the set out in 
the “Conceptual Framework and Strategic Recommendations” section below.  

1.3 Opportunities  

Potential opportunities for increasing the contribution of procurement include the 
following:  

§ Full utilisation of scope of procurement and supply chain legislation and 
regulation  

§ Extension of procurement impact through sectoral job summit and charter 
agreements  

§ Further use of local content and labour-intensive production throughout value 
chains (input, intermediate goods, finished goods  

§ Utilisation of the momentum and visibility of “Proudly South African”  

Potential approaches to maximise these opportunities are set out in the “Conceptual 
Framework and Strategic Recommendations” section below.  
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2 Conceptual framework and strategic 
recommendations  

The table below sets out a framework for intervention to improve the impact of 
procurement on employment. It is recommended that a partnership approach 
between government and the private sector is taken where possible, as this will 
increase the overall impact of interventions, be more efficient and promote greater 
mutual understanding between purchasers and suppliers. Government will 
nevertheless need to play a strong leadership role in driving interventions.  

Table 2: Promoting employment through procurement area of 
intervention public sector private sector 

Area of 
intervention  Public sector  Private sector  

Information 
management 

§ Agreement on common and consistent terminology and 
definitions for “local content” (rather than location of 
supplier), national content, employment, labour intensity, 
product and service categories, in addition to consistent 
application of existing definitions for BEE, women-owned 
and small business  

§ Development and dissemination of guidelines on non-
discriminatory technical standards  

§ Development and dissemination of guidelines on labour 
intensive practices and appropriate technologies  

§ Monitoring and evaluation systems  
§ Education and training of procurement officials  
§ Information provision to institutions  
 

Institutionalised 
coordination  

§ Establishment of National Procurement Coordination 
Organisation mandate of:  
o Information-sharing  
o Monitoring and evaluation of procurement and 

supplier development practices  
o Dispute resolution  
o Promotion of best practices  
o Leadership in encouraging employment-generating 

procurement   
 

Procurement 
preference and 
processes  

§ Strengthening human resources and 
institutional systems of 
procurement offices  

§ Consistent application of local 
content preference and labour-
intensity preference where possible 
within the principles of being fair, 
equitable, transparent, competitive 

Integration of local 
content and labour-
intensity targets into 
sector summit and 
charter agreements  



  employment growth & development initiative 

                                            HSRC  

12 

and cost-effective  
§ Inclusion of requirements in 

contract execution terms where 
viable (e.g. requirements to use 
local materials, labour and labour 
intensive methods)  

§ Promotion of responsible planning 
cycles  

§ Promotion of shorter payment 
cycles  

§ Related performance measurement 
of officials as part of core 
performance indicators and 
PFMA/PPPFA/MFMA/Supply 
Chain Management Framework 
requirements  

§ Careful consideration of potential 
implications of trade agreements 
for procurement prior to 
conclusion  

 
Supplier 
development  

§ Coordinated database development capturing size, 
ownership, location (GIS), quality systems, 
competitiveness, direct use of local content, second tier 
supplier’s use of local content (either development of 
single database or system of interlinkages and alignment 
between existing databases)  

§ Independent, compulsory and nationally accepted 
accreditation, inspection and “blacklisting” system with 
annual updates (potentially with voucher system/financing 
support to reduce cost of accreditation)  

§ Development of systems to improve supply chain 
transparency (to enable better assessment of local content 
and employment effects and linkages throughout supply 
chains)  

§ Identification of priority areas of supplier development 
(products, services and geographical locations) in 
accordance with sector strategies and feasibility 
assessments  

§ Development and dissemination of best practice guidelines 
for supplier and supply chain development e.g. technical 
and business skills, business development services, 
business linkages, clustering  

§ Coordination of public sector and corporate supplier 
development programmes  

§ Government incentivisation of corporate supplier 
development programmes  
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Key vehicles for driving these interventions could include:  

§ National Treasury Supply Chain Management Office  

§ National Procurement Coordination Organisation (potentially across public 
and private sector)  

§ Proudly South African  

§ Sector summit and charter implementation and monitoring committees  

§ Small Enterprise Development Agency (SEDA)  

3 Future research requirements  

Government’s ability to develop and implement an effective “procurement for 
employment strategy” would be greatly enhanced by the following research and data 
gathering:  

§ Comprehensive research into total spend and major items of spend in terms of 
products and services, range of size of contracts by product all public, 
parastatal and major corporate entities, with compulsory submission for all 
public and parastatal entities5  

§ Research to strategically assess likely future trends in public and large corporate 
procurement spend, based on policy decisions and major projects (e.g. 
transformation of SOEs, Expanded Public Works, PPPs)  

§ Benchmarking research into successful approaches in comparable countries to 
boosting employment through procurement  

§ National benchmarking of supplier development best practices  

§ Once definitions of local content, national content and labour intensity have 
been agreed, comprehensive baseline data gathering on public procurement 
over one year of spending, with compulsory participation by all public and 
parastatal entities.  

§ Research into prioritised supply chains to assess feasibility and cost-benefit of 
expansion of sustainable employment creation (see box below)  

                                                        

5 All previous efforts to gather this data from government entities have met with limited success due to 
limited participation. The importance of accurate and completed submissions would therefore need to 
be stressed and enforced, and ideally integrated into official reporting requirements in terms of e.g. the 
PFMA ,PPPFA or MFMA 
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Potential supply chain research scope:  

In order to establish where and how government and the private sector should focus 
their supplier development efforts, the following research on prioritised supply chains 
should be conducted:  

§ Consolidation of existing relevant sectoral, supply chain and value matrix 
research e.g. sector summits, sectoral charters and Customised Sector 
Programmes  

§ Analysis and profiling of current supplier capacity in terms of ownership, size, 
products and services, employment and labour intensity  

§ Statistical analysis of import trends for major items of procurement spend (to 
provide an indication of patterns of use of imports)  

§ Identification of potential labour-intensive approaches and appropriate 
technologies and implications for cost and quality competitiveness  

§ Analysis of multiplier effects  

§ Comparison against current and future demand requirements  

§ Recommendation on most appropriate products and services to focus on, 
including related technical specifications, life cycle cost and quality 
requirements in order to meet demand requirements  

The figure below indicates the structures within supply chains to research to identify 
opportunities:  

Figure 4:  Indicative structure of supply chain 

 

 

Potential supply chains to research include:  

§ Agriculture, food products and catering  

§ Construction (materials and equipment)  

§ Utilities, including cabling, equipment, etc  

§ Computer hardware and accessories  
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§ Clothing - uniforms and protective clothing 

§ Medical and home textiles  

§ Hospital and medical equipment  

§ Pharmaceuticals  

§ Cleaning materials  

§ Office furniture  

§ Floor coverings  

§ Security systems  

§ Paper, paper products and packaging  

§ Office equipment and consumables 

§ Transport equipment – passenger and freight (road, rail, port, air) 

In the absence of comprehensive information, a long list of potential supply chains 
has been put forward, which could be narrowed down if better information becomes 
available. 
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4 Appendix A: Examples of entities’ major 
items of procurement spend  

The examples below are the responses to a request that was sent out to all provinces 
and cities to provide a list of top 15 items of expenditure and associated values. The 
information below has been provided by Supply Chain Management Offices or LED 
offices based on available records.  

4.1 Gauteng Provincial Government  

Item description – top 15 items of procurement spend Approximate value 
2003/4 financial year R 

% of 
top 15 

Management advisory services 850,163,205.10 16.8 
Building support and maintenance and repair service 792,954,920.66 15.7 
Hospital, medical and dental equipment 693,488,606.45 13.7 
Various pharmaceutical categories 514,709,731.00 10.2 
Computer hardware and accessories 505,794,350.09 10.0 
Medical practice 387,603,861.96 7.7 
Roads and landscape 228,100,101.00 4.5 
Utilities 225,148,853.30 4.5 
Real estate services 220,938,672.03 4.4 
Computer services 175,863,296.08 3.5 
Cleaning and janitorial services 89,000,605.76 1.8 
Motor vehicles 83,020,572.09 1.6 
Security and personal safety 76,864,409.32 1.5 
Comprehensive health services 75,412,595.08 1.5 
Office machines, supplies and accessories 70,904,542.38 1.4 
Transport industry support and maintenance and 
repair services 
Subtotal:  Top 15 procurement items 

60,489,832.68 
5,050,368,154.98 

1.2 
100.0 

Note:  Total spend not available at present   

4.2 Western Cape Provincial Government  

Item description – top 15 items of procurement spend Approximate value 
2003/4 financial year R 

% of 
top 15 

Consultancy 1,406,000.00 49.16 
Medical 320,000.00 11.19 
Construction and related 277,000.000 9.69 
IT and related 254,000.000 8.88 
Transportation & courier services 184,000.000 6.43 
Equipment 183,000.000 6.40 
Stationery and related 97,000.000 3.39 
Telecommunicaitons 40,000.000 1.40 
Security services 35,000.000 1.22 
Catering services 18,000.00 0.63 
Laundry services 16,000.00 0.56 
Cleaning services 12,000.000 0.42 
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Printing and related 9,000.000 0.31 
Training 6,000.000 0.21 
Textiles and related 
Total for top 15 items 

3,000.000 
2,860.000 

0.10 
100.00 

Note: Total spend not available at present   

4.3 KwaZulu-Natal Provincial Government  

Figures for the period April 2004 to end October 2004 (not a full financial year):  

Item description – top 15 items of procurement spend Approximate value 
2003/4 financial year 

% of 
top 15 

Consultants & Special services 6,554,244 47.30 
Advertising 2.859,095 20.64 
Cons & Spec: Accountants& Auditors 793,778  5.73 
Lease Office Equipment 675,829  4.88 
External Auditors 551,401  3.98 
Sita Comp Services 354,922  2.56 
Computer hardware 353,037  2.55 
Office furnitre 280.236  2.02 
Flights 280,236  2.02 
Printing and Publication 280,076  1.92 
Entertainment 241,816  1.75 
Accommodation 193,190  1.39 
Security 170,555  1.23 
Computer Consumables 153,378  1.11 
Cleaning and Gardening 127,165  0.92 
Subtotal:  Top 15 procurement items 13,855,340 100.00 
Note:  Total spend not available at present   

4.4 Ekurhuleni Metropolitan Council 

Major items (values not available at present) 

§ Water and electricity 

§ Transport (in particular fleet cars) 

§ Cabling 

§ Computers and related equipments 

§ Trading services 

§ Buildings and construction (cement in particular)  


