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Executive summary

The purpose of the executive summary is to outlines the main findings of the economic impact of
the South African National Parks. The first part of the executive summary will focus on the goals
and objectives of the study where after the main findings of each individual chapter will be
summarised.

a) INTRODUCTION

The study was undertaken with the primary focus on determining the economic impact of 21
National Parks which are managed by the South African National Parks (SANParks), on the
South African economy 1 on a local, regional and national level i as well as to determine the
extent of these impacts.

The aim of the economic impact study was to consolidate all relevant information to illustrate the
economic impact of the 21 National Parks on the economy. The project focussed on the
following:

# The present direct and indirect economic impact of the (21) National Parks under
management of the South African National Parks (individually and collectively) on
the immediate region(s) and province(s) in which they are located and the country
as a whole. Refer to Figure 1.1 for an indication of the location of the 21 National
Parks.

To develop an understanding of the National Parks as economic activities and to
ensure all impacts are fully captured in simulation modelling.

To quantify the effects of the investments on the different sectors of the economy.
To express the impact in terms of direct, indirect and induced effects with the
application of an economic modelling technique in a provincial and national context.
To interpret the results in terms of implications for socio-economic and economic
intervention to maximise benefits.
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Goal of the study

To determine the macro-economic and socio-economic impact of the 21 National Parks on the economy
in terms of production and employment opportunities. The impact on the economy and communities will
be determined by utilising an impact simulation model that quantifies the direct and spin-off effects in the
economy and develop proxies for the non-quantifiable impacts.

To determine the economic impact that the National Parks have on the South African economy

it was essential that a far-reaching economic impact assessment was done.
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During the first decade of democracy SANParks made the National Parks more accessible to tourists

and ensured that conservation remains a viable contributor to social and economic development in I

rural areas. The SANParks conservation authority transformed itself alongside South Africa post |

| 1994, whilst continuing its high research and management standards with the aim to expand the land |
| under its protection at an entirely unprecedented rate.
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b) INDUSTRY OUTLOOK

The purpose of this sub-section is to provide a platform and overview of the business milieu in
which SANParks operates in South Africa.

i Economy

According to the South African Reserve Bank the South African economy is currently
experiencing positive economic growth. The real economic growth in South Africa came to
approximately 5% in each year from 2004 to 2007. This solid performance seems likely to
sustain the current economic upswing which started in September 1999. (SARB, 2007).

The major strengths of the South African economy, as highlighted by the Department of Trade
and Industry (the dti, 2006), are its strong physical and economic infrastructure, its abundant
natural resources, and its growing manufacturing sector and considerable tourism potential.

ii. Tourism Market

Tourismis currentlyt he wor |l dés | argest sector, with annual re
annum. The South African tourism industry had an average growth of 6 % over the past five

years, with steady increases in the number of long-haul visitors from major foreign markets. For

the first time foreign tourist arrivals in South Africa surpassed the 8 million mark in 2007 closing

at 8,395,833 million. The tourism increase is strongly driven by arrivals from Africa and was

supported by all regions except Asia where there was 1.6% decrease in foreign arrivals.

Despite the fact that that the tourism industry is growing in South Africa, SANParks still
experienced a small decline in tourism numbers from the 2003/2004 to the 2005/2006 financial
years,. SANPar ksodé touri sm da7b.a% d thevisitors tbithe parke ate Southa t
African residents, 24.4% are international tourists and only 0.6% are people from the SADC
nations and that the majority of visitors to the National Parks are domestic tourists (75.0%).

iii. SANParks

The South African National Parks (SANParks), established in 1926, is the leading conservation
authority in South Africa. SANParks is responsible for 3,751,113 hectares of protected land in
21 National Parks across South Africa. The National Parks, each with their own characteristics,
offer visitors an unparalleled diversity of adventure and tourism opportunities such as game
viewing, bush walks, canoeing, and exposure to cultural and historical experiences.

To offer this range of services, SANParksd function
Environmental Management: Protected Areas Act No. 57 of 2003 namely to protect, conserve

and control the National Parks and other protected areas assigned to it and to manage those

areas in accordance with the act.

SANParkso6 Vision:

fNational Parkswi | | be the pride and joy of

SANParksé Mission:

ATo develop and maMatogad Paks thesatyrepresents thoef biodiversity, landscapes and
associated heritage assets of South Africa for th
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List of the 21 National Parks

The 21 South African National Parks

1. Addo Elephant National Park 12. Marakele National Park

2. Agulhas National Park 13. Mountain Zebra National Park
3. Augrabies Falls National Park 14. Namagua National Park

4. Bontebok National Park 15. Richterveld National Park

5. Camdeboo National Park 16. Table Mountain National Park
6. Golden Gate Highlands National Park 17. Tankwa Karoo National Park
7. Karoo National Park 18. Tsitsikamma National Park

8. Kgalagadi Transfrontier Park 19. Vaalbos National Park

9. Knysna Special Protected Area 20. West Coast National Park

10. Kruger National Park 21. Wilderness National Park

11. Mapungubwe National Park

iv. Conservation

Nature conservation is a worldwide concern and there are different programmes, initiatives, and

projects across the globe, involving both the private and the public sector that focus on nature

conservation. By protecting nature one does not only protect the natural environment but also
invest in the future of both humans and nature. One of SANParkés core values
natural environment of South Africa and SANParks is therefore making a significant contribution

to such an investment.

Sustainable development recognises the interdependence of environmental, social, and
economic systems and promotes equality and justice through people empowerment and a
sense of global citizenship. It encourages conserving and enhancing the resource base, by
gradually changing the ways in which technologies are developed and being used, and calls to
meet countries basic needs of employment, food, energy, water and sanitation. However, to
calculate the economic benefits of nature conservation is a challenging and complex task.

c) NATIONAL PARK PROFILES

Each of the 21 National Parks has its own characteristics, reason for existence, unique selling
points, and weaknesses.

The financial analysis was based on performance indicators which measure the performance of
a specific park against benchmark data. The financial analysis was done for the 2005/2006
financial year.

The analysis concluded that the total profit of SANParks for the 2005/2006 financial year was
approximately R14,2 million, 3171 jobs have been sustained and an amount of R204,9 million
has been paid towards human resource services. The analysis identified the parks with positive
as well as negative performance indicators for the 2005/2006 financial year. Although this only
reflects a one year window period it never the less provides an indication of the individual park
performance, and should be interpreted as such.
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During the 2005/2006 financial year some of the National Parks made a profit and other a loss.
In order to balance the financial positions of the various National Parks cross-subsidising was
necessary. Cross-subsidisation is however not necessarily a negative aspect given the
environmental concern and the development of the various National Parksé obj ect i ves.

d) CAPITAL AND OPERATIONAL EXPENDITURE OF
SANPARKS

To determine the economic impact of the South African National Parks (SANParks) it is
necessary to examine the capital as well as operational expenditures of the individual National
Parks.

Capital Expenditure (CAPEX) Operational Expenditure (OPEX)
Capital expenditure is defined here as all Operational expenditure is defined here as all
expenditures undertaken by SANParks (irrespective expenditures undertaken by SANParks in terms
of the source of funding) on different projects and of operating costs such as human resources,
programmes such as infrastructure development, maintenance cost, office cost, bank charges etc.
dams, roads, fences and development programmes
etc.

i Capital Expenditure

The Capital Expenditure for special projects between 2003/04 and 2005/06 amounted to about
R310,7 million of which R140,5 million was al | oc at ed .tThis iS\WiésEad annual
average capital investment of approximately R103,5 million of which approximately R46 million
is allocated to SMMEO&s.

Other special projects which were funded by different sources such as DEAT, SAEON, DBSA
etc. amount to R609,7 million (2003/2006 financial year). Furthermore DEAT has announced an
amount of R396,0 million will be allocated to SANParks in the next three years for different
infrastructure developments.

DEAT has announced that they will grant R396 million to SANParks from 2006/07 to 2008/09
for other special projects.

ii.  Operational Expenditure

According to the Annual Report 2005/06 the total OPEX of SANParks in the 05/06 financial year
is estimated at R746,5 million. This figure includes the operational expenses of special projects
estimated at R161,8 million. However, to determine the total economic impact of SANParks it is
necessary to include the OPEX of the concessionaires which amounts to R322,3 million for the
same year. The total OPEX of the South African National Parks for the 2005/06 financial year is
thus estimated to be in the order of R1,068.8 million.

iv “E
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SANParksd expenditure profile is dividenditurée nto 24
categories in the 05/06 financial year are:

» Human Resource Cost 52.2%
» Maintenance Cost 11.5%
» Operating Cost 32.0%
» Finance Cost 0.8%

SANParks expenditure profile

SANParks Operating Expenditure Profile

* Human Resource Cost
* Maintanance Cost

= Depreciation

¥ Operating Cost

™ Finance Cost

These four main expenditure categories will subsequently be discussed.
iii. Public Private Partnerships

There are a number of concessionaires operating on a Public Private Partnership basis within
SANParks. Each concessionaire has to undergo a selection process and is only approved if the
project will have a positive impact on the environment, community as well as be profitable.
SANParks is constantly reviewing tenders for future concessionaires to operate within
SANParks.

iv. Employment
The number of employees operating within the National Parks includes:

» SANParks 3,776
» Extended Public Works Programme 1,716
» Concessionaires 1,235
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