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Introduction
Establishing and sustaining a business – small or medium – is beneficial to any society. This is owed to its capacity to 
improve standards of living of the owners and those who work in the business (Koens & Thomas, 2016; Kontsiwe & 
Visser, 2019). Improving living standards reduces poverty-related problems (Mukwarami & Tengeh, 2017; Kontsiwe 
& Visser, 2019). According to World Travel and Tourism Council (WTTC) (2019), small businesses contribute to 
development by assisting most countries in achieving economic growth. The establishment of a business as an 
economic force, a job creator, and a solution to society's problems makes it a focal point for research in various 
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significant industries, including tourism. Tourism is an essential engine of economic development in South Africa 
(Odhiambo & Nyasha, 2020; Dlomo, 2021), outperforming and expanding at a higher rate than most sectors (Solvoll, 
Alsos & Bulanova, 2015). As a burgeoning tourist destination, many expect small and medium enterprises within 
this sector to flourish and be better off than their counterparts in other sectors.

Notwithstanding its potential, the tourism sector is not without its challenges. According to Sheikh (2015), tourist 
firms confront various obstacles, depending on the nature of the firm. While Rogerson's (2008) study stresses 
the necessity of examining the issues faced by small tourist enterprises across Southern Africa, Ramukumba and 
Ferreira (2016) argue that emphasis should be paid to small businesses (such as accommodation) due to their 
strategic value. Within the tourism sector, small-scale accommodation businesses (SSABs) have become popular 
for the ‘relative’ ease of establishment. A reasonable assumption would be that given the ease of establishment 
there is a possibility that many who set up do not understand the challenges they will confront; the government's 
willingness to see an increase in small businesses may cloud the necessary scrutiny for registration and capability to 
set up and run a business. Owing to these, it is instructive to examine the state of these businesses and by doing 
so uncover the challenges that owner/managers may confront. We respond to these calls for more studies on ways 
to improve the growth opportunities of small-scale accommodation businesses in Cape Town.

Considering the foregoing, the study aimed to:
1. To highlight the specific challenges faced by SSABs.
2. To suggest ways of ameliorating the challenges.

The next section reviews literature pertaining to the challenges of small businesses in the tourism sector of South 
Africa. This is followed by a report of the peculiar challenges SSABs are confronted with. The method used in 
carrying out the study is  followed by the findings and discussions. We flag some recommendations – future study 
directions and implications in the conclusions section.

2. LITERATURE REVIEW
2.1 Challenges of small businesses in the South African tourism sector
Small businesses in South Africa face various challenges, which is true of small businesses in the tourism sector. 
Numerous factors can reduce the tourism market's attractiveness, whether for customers and clients or entrepreneurs 
seeking to enter the sector (Nieman et al., 2008). Tourism is a sector that requires significant entrepreneurial support 
(Solvoll, Alsos & Bulanova, 2015). According to Rogerson (2008), there needs to be a closer look at the difficulties 
faced by small tourism businesses in southern Africa.

2.1.1 Access to finance
Financial considerations and access to capital are critical components of small business development in South Africa. 
Among the numerous challenges identified by researchers in tourism and small business development, financing 
the business remains one of the most prevalent, as it is with most business ventures. According to Rogerson (2008), 
due to their seasonal nature, small tourism businesses face difficulties obtaining financial support and bank loans. 
They are considered suspect creditors because their inconsistent performance erodes the lender's trust. The lack 
of financing for entrepreneurs in tourism jeopardizes businesses' ability to grow and expand (Nieman et al., 2008). 
Businesses require funding for marketing and operations. Without financial support, businesses may find it difficult, 
if not impossible, to operate, grow, or survive. On the other hand, financial institutions such as banks are more likely 
to aid big enterprises than small ones (South Africa. Department of Small Business Development, 2017).

2.1.2 Weak currency 
Like any other factor in the business environment, economic factors describe the economic situation in a 
particular destination or region, notably the state of the local currency. Any travel business is subject to currency 
fluctuations (Bazargani & Kiliç, 2021). The epileptic state of the South African currency poses a constant threat to 
the housing market (News24, 2019), essentially harming the small-scale accommodation business. It is critical for 
tourism businesses in South Africa to be aware of their pricing and rates, as these may affect the tourism market's 
performance (Bizcommunity, 2019).

2.1.3 Competition
Businesses that provide services or products to meet a specific market need to compete (Asoba & Tengeh, 2016). 
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Competition can be viewed as a significant impediment to the growth of small tourism businesses (Sheikh, 2015). 
Low entry barriers increase the possibility of competition for small established tourism businesses, which is the 
presence of established and larger businesses on the market. They may, however, come up against a potential 
competitor who thrives in the sector around them. According to Mokoena (2016), many entrepreneurs decide to 
start a tourism venture despite lacking the necessary skills. They lack prior knowledge of the tourism sector and a 
variety of other facets of the sector. This may significantly impact their ability to compete and grow in a large market 
like tourism, as they are exposed to competition.

2.1.4 Safety and security
Locals in potential tourist destinations may resent their country's growing tourism sector, which could lead them 
to take measures that harm the sector (Fridgen, 1996). For instance, South Africa's tourism sector, particularly its 
small businesses, may be adversely affected by its relatively high crime rate (Nieman et al., 2008). The number of 
tourists visiting a country is directly proportional to its commitment to visitor safety and security. Since 2018, many 
nations have issued travel advisories for their citizens, warning them about the dangers of visiting South Africa due 
to its high crime rate (South African Tourism, 2018). The Covid-19 pandemic is only one factor that could be causing 
a decline in the number of tourists visiting South Africa and the cancellation of reservations made in advance. 
Henema (2019) claims that 2019's xenophobia-related violence could hurt South Africa's tourism sector because 
the country's reputation as a safe vacation spot has been damaged. 

2.1.5 Visa regulations 
When viewed as a legal factor in the business environment, visa regulations may be one of the issues confronting 
South Africa's tourism sector. Magwaza (2014) asserts that new immigration requirements have a detrimental effect 
on tourism. In 2014, the South African government implemented immigration measures requiring people travelling 
with children to carry detailed birth certificates and visitors from countries such as China, India, and Russia to 
apply for permits in person (Cohen, 2016). Tshivhengwa (2019) asserted that the requirement for an unabridged 
birth certificate portrayed South Africa as a hostile environment for family travel. Visitors may feel unwelcome and 
hesitant to spend time in South Africa. This could affect the number of visitors, as many may change their vacation 
destination to a more hospitable and accessible location. This means that if the entry requirements to South Africa 
were more accessible, the number of visitors would increase, as tourists would receive more 'bang for their buck' 
due to favourable exchange rates. The tourism sector may benefit from this situation, which will help keep the 
hospitality sector growing. South Africa should also expedite the implementation of the digital visa to increase 
visitor numbers, as visa delays and limited capacity to provide visas to visitors have had a negative impact on 
lucrative tourism markets such as Nigeria and China (South African Tourism, 2018).

2.1.6 Other
An additional issue that must be addressed is the market's dearth of foreign language agents. South Africa's 
tourism sector is well-known for its diverse clients, as visitors come from various parts of the world (South African 
Tourism, 2018). However, the absence of foreign language speakers in their service offerings can stifle the sector's 
growth and stunt the expansion of small tourism businesses (Carlisle et al., 2021). Small-scale accommodations 
businesses will benefit from investing in this to enhance their offerings.

2.2  THE CASE OF CAPE TOWN SMALL ACCOMMODATION ENTERPRISES
2.2.1 Competition issues in Cape Town 
Cape Town has a wide variety of hotels and other lodging options to meet the needs of its visitors. While larger 
accommodation providers such as hotels can better anticipate and adapt to market shifts, small and medium-sized 
operations face an uphill battle to maintain and expand their presence (Mokoena, 2016; Mukwarami & Tengeh, 2017; 
Tengeh & Nkem, 2017). More than ten hotels belonging to well-known chains opened in Cape Town between 2017 
and 2018, increasing the city's overall hotel capacity (PwC, 2019) and thereby increasing competition. As a result, 
small businesses were put under even more pressure to compete with large hotel chains that enjoy international 
recognition and a solid customer base.

Additionally, new entrants to the market, such as Airbnb and other online travel providers, pose a threat (Blal et 
al., 2018). Airbnb is considered a market disruptor, increasing competition for traditional lodging providers (Blal et 
al., 2018, Sainaghi & Baggio, 2020). Unlike conventional lodging establishments, Airbnb is an unregulated model 
(Nieuwland & van Melik, 2020). 



6    Journal of Entrepreneurial Innovations Vol. 3 (1)

2.2.2 Impact of the water crisis on small accommodation establishments in Cape Town 
The 2018 water crisis exacerbated existing issues (South African Tourism, 2018). In 2018, ‘Day Zero' became popular 
in the Western Cape province (Ziervogel, 2019). This was a nightmare for the city's residents and leaders because 
it meant that Cape Town would run out of water very quickly. ‘Day Zero’ became the catchphrase for the day when 
all dams supplying Cape Town would run dry. The province and Cape Town residents were affected, but the crisis 
posed substantial challenges for the commercial and tourist industries, notably the hotel sector. For example, 
when Cape Town's dam levels dropped to 27.8% in September 2017, the municipal council was forced to request 
that companies reduce their water use by 20% (Visser, 2018). Cape Town, which attracts almost two million visitors 
annually, was experiencing the most significant water crisis in living memory, and tourists and the hospitality sector 
were advised to conserve water (Diallo, 2018).

Despite the campaign to present South Africa as an open market for leisure and business travel, the issue of the 
water crisis in the Western Cape province affected reservations during the peak season (South African Tourism, 
2018). Visitors’ awareness of the problem was a restricting factor in their decision-making. According to Roelf 
(2018), hotels requested their guests to limit their showers and refrain from bathing, as this could result in excess 
water consumption, exceeding their commercial property water allowance. This dissuaded visitors, as they felt their 
presence might exacerbate the crisis and detract from their vacation experience. Accommodation providers thus 
saw occupancy rates decline. 

2.2.3  Safety concerns in Cape Town 
Another factor affecting small-scale accommodation businesses is the high level of crime in Cape Town. Despite 
the city's excellent reputation as a desirable tourist destination, Cape Town, like many other cities and tourist 
destinations worldwide, faces threats to its residents' and visitors' safety and security. Asoba and Tengeh (2016) and 
Tengeh (2016) assert that the high crime rate forces entrepreneurs and businesses to prioritise the safety and security 
of their business operations and clients over competitive strategy. Criminal activity has compelled small firms to 
increase their security expenditures, thus increasing business costs (South Africa. Department of Small Business 
Development, 2017). Tourism operators need to operate safely and protect their customers/clients. According to 
Ishmail (2019), the director of the South African branch of Crime Stoppers International, Yusuf Abramjee, believes 
the country's negative image due to crime can influence the tourism sector, especially the arrival of foreign visitors. 
Safety and security issues could discourage entrepreneurs from entering the sector, as they might not have the 
financial resources to implement the requisite measures to ensure the safety of their clients, thus preventing 
potential clients from visiting. Security issues in Cape Town are alarming and sometimes limit the number of places 
tourists can visit without the fear of being robbed. According to Mabuza (2019), citing the 2018/19 State of Urban 
Safety in South Africa Report, Cape Town is the top city, out of nine listed cities in South Africa, in terms of violent 
crime like murder, robbery, and attacks on property,. Figure 1 demonstrates that Cape Town's central city was listed 
as one of the most affected areas in 2019 (Crime Stats SA, 2019). 

Fig 1
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Figure 1: Worst ten precincts: largest number of reported crimes 
Source: Crime Stats SA (2019)  
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Figure 1: Worst ten precincts: largest number of reported crimes
Source: Crime Stats SA (2019) 
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2.2.4 Load shedding issues
Load shedding is also mentioned among the various difficulties encountered by the sector and primarily by small 
businesses in Cape Town. In an interview conducted by Fin24 magazine, Jeremy Lang, the regional general manager 
at Business Partners, stated that the most impacted business sectors during power shortages are manufacturing, 
retail and hospitality (Fin24, 2019). According to Steenkamp et al. (2016), small accommodation businesses in Cape 
Town face load shedding, thus impacting their revenue and productivity. Indeed, even if there are options like LED 
solar lights and generators, some small firms cannot afford the cost of such contingency plans to survive in the long 
term. Load shedding, for instance, can cause problems for business operations like online bookings and check-ins. 
They are unable to provide online responses to inquiries or upload occupancy data.

3. RESEARCH METHODOLOGY
This research used a quantitative approach, with 100 questionnaires delivered to respondents from small lodging 
establishments in and around Cape Town's City Centre. 

The primary data was obtained from small lodging business owners and/or managers who participated in a 
personal interview and completed a questionnaire about their businesses. Secondary data gathering included 
an examination of published and unpublished materials. These included periodicals, magazines, books, online 
materials, dissertations, and theses pertaining to the tourist business, particularly the hotel sector. Additional 
sources of information were reviewed, including the Southern Africa Tourism Services Association, the South African 
Department of Tourism, and the Western Cape Tourism Board.

IBM SPSS Statistics software was used to analyse the data, and the findings are presented in tabular format through 
cross-tabulation and/or graphs.

3.1 Target population and sampling method
In research, the population refers to the individuals who are the subject of a study. According to Taherdoost 
(2016), 'sampling' is picking a subset of people from a more significant population or a total number of persons 
as participants. The research population consisted of general managers and owners of small lodging enterprises 
in the Cape Town central business district. The researchers made no distinction between official and informal 
enterprises throughout the investigation.

The city's central business district is expected to include 58 hotels and guesthouses (Pirie, 2007; CCID, 2019). Again, 
those sources make no distinction between various kinds of lodging nor offer precise figures for each group but 
rather present an estimate of the number of guesthouses and backpackers.

Due to a dearth of data on the number of small lodging establishments in Cape Town's central business district, 
the researchers used a non-probability approach (Showkat & Parveen, 2017). Tengeh, Ballard and Slabbert (2011) 
recommended using the snowball approach to contact responders. It is a non-probability sampling strategy that 
allows the researcher to contact a small, hard-to-reach community by asking respondents to suggest more possible 
participants.

3.2 Location of the research 
The study took place in Cape Town's central business district (CBD).  The region was selected because visitors often 
visit it, making it easier to locate many tourism enterprises.

The CBD is home to a diverse range of businesses and serves as the province's transportation hub (road, rail, 
and bus). It is bounded on the northeast by the V&A Waterfront, one of the city's most famous landmarks; on the 
northwest by the Atlantic Seaboard, with its residential character; on the west and south by the City Bowl; and on 
the southeast by District Six and Woodstock (Businesstech, 2017).

3.3 Sample size
Due to the inherent challenges of conducting research, exacerbated by a lack of reliable estimates of the desired 
population's size, a representative sample of 100 enterprises was chosen based on the average sample sizes of 
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previous studies of this type (Tengeh, Ballard & Slabbert, 2011). According to researchers such as Krejcie and 
Morgan (1970), samples of this size are large enough to generalise the conclusions of a research study to the full 
target population.

3.4 Pilot test
The researchers conducted a pilot study to ascertain the instrument's validity before collecting the final data. To 
accomplish this, ten questionnaires were distributed to owners and/or managers of small accommodations in the 
CBD. This assisted in refining the questionnaire specifically to determine the comprehension and relevance of each 
question.

The researchers deduced from this test that the majority of the target respondents were not in the city or country 
at the time. The second observation was that respondents lacked time, as evidenced by their requests for the 
researchers to complete the questionnaire on their behalf. They responded verbally while going about their daily 
activities. It was noted that some questions were repeated in another format, which occasionally resulted in a delay 
in completion, as it was inefficient to repeat the same or similar answers. Finally, and perhaps most significantly, 
was the length of the questionnaire, which respondents found to be excessively lengthy and time-consuming. The 
initial schedule of 31 questions was reduced to 21. As a result of this experience, several questions were modified 
and/or deleted to facilitate comprehension, and the survey was also condensed to make it more convenient and 
time efficient.

3.5 Data-collection procedure
A questionnaire was used to collect the data. The questionnaire included questions with many possible responses 
from which respondents may pick. The questionnaire had 31 questions at the testing stage and comprised open-
ended, closed-ended, and multiple-choice questions. The questionnaire was shortened to 21 items after the pilot 
test. 

At the onset of the data-collection process, the questionnaires were administered at respondents’ businesses for 
their convenience. To prevent the paper surveys from being lost, they were generally filled out on the spot. One of 
the researchers had to set an appointment with each participant to verify that they understood the questions and 
completed the questionnaire correctly when necessary. Because of their hectic work schedules, some respondents 
could not complete the surveys, and the researcher had to transcribe their responses as they spoke.

Because data collecting began only a few weeks before South Africa's national lockdown in response to the 
worldwide Covid-19 outbreak, the researcher had difficulties contacting and meeting with respondents as intended. 
As a result, the paper-based questionnaire was converted to an online/digital survey with the same questions as 
the original version. This was done to avoid physical contact and respect the social distancing protocol. The link to 
the Google form containing the survey was sent to the participants via email, WhatsApp, and Facebook Messenger 
to facilitate access to the survey and collect results more comfortably and faster. Once the expected number of 
responses was reached, the data were consolidated into a single file, and analysis began.

3.6 Data analysis
The results were based on 100 sets of responses from participants. Data from hard copies were transformed into 
digital form and grouped into one file, combined with the online survey data already in digital format. The data 
was analysed using IBM SPSS Statistics software, and the results are provided in tabular format via cross-tabulation 
and/or graphs.

4. RESULTS AND DISCUSSIONS
The presentation of the information collected through the questionnaire follows a sequential order. The contingency 
table presents the responses to each item in the research questions. The chi-square test of association follows this 
and proper assumptions check. The chi-square interpretation then follows. The presentation of the information is 
concluded by establishing the degree of the effect with the Cramer’s V result.



    Journal of Entrepreneurial Innovations Vol. 3  (1)     9

This section, which starts with cross-tabulation tables showing the responses to all challenges of small-scale 
accommodation businesses related to tourism development, is divided into four sub-sections. The first part 
addresses possible challenges faced by SSAB when they started; the next part indicates the channel of business 
financing, followed by an examination of the performance of SSAB over the last two years; the last part is a brief 
exploration of some external factors possibly impeding the development of SSAB.

4.1 Main challenges faced when starting an accommodation business
Table 1 indicates ‘finding a good location’ as the most common challenge respondents faced when starting their 
business project. More than 57% of respondents selected it among the challenges faced initially. Perhaps this is 
because the Cape Town Central Business District (CBD), a hub for business ventures (Greenberg & Rogerson, 
2018), is also coveted by tourism firms, making it challenging to obtain the best location for an accommodation 
establishment. The next major issue selected by respondents was ‘understanding the market’; it was indicated by 
more than 49% of respondents. Indeed, Mokoena (2016) suggests that many entrepreneurs in tourism start the 
venture without the necessary skills. This is important in assessing the sector and understanding the market they 
want to operate. This high rating can indicate a lack of market information for start-ups in the accommodation 
sector, associated with a lack of small-business support. This might be why Justino (2015) recommends that 
business owners first obtain business skills, whether through work experience in the targeted field or from relatives, 
before engaging in a business venture. More than 36% of respondents also identified  ‘obtaining finance' as a 
barrier. This result suggested that finance is not an issue in starting a small-size accommodation establishment but 
is still among the main challenges owners face in the sector. This result concurs with Asoba and Tengeh’s (2016) 
findings of finance being among the most recurrent difficulties impacting small businesses' growth. Another barrier 
selected was ‘government regulations’, indicated by about 35% of respondents; however, it does not seem to be a 
significant constraint as the previous three. Other problems such as ‘getting equipment’ and ‘teambuilding’ can be 
considered secondary challenges, as indicated by less than 30% of respondents. This means they are present but 
do not impact accommodation as much as other difficulties.

4.2 Channels of funding to start SSAB 
Table 2 indicates that ‘personal savings’ is the most prevalent channel of financing used by respondents. Out of 
101 respondents, 79, representing over 78%, suggest that they used ‘personal savings’ as funding options to start 
their accommodation venture. This result may suggest that small accommodation businesses cannot easily access 
financial assistance. This is followed by ‘family and friends’ contribution’, selected by about 48% of respondents. 
Only 16 out of 101 respondents indicated ‘Bank loan', giving a low percentage of 15.8%. The results suggest that 
financial institutions do not necessarily assist SSAB at startup. Mostly they rely on their income or support from 
friends and relatives. This is supported by Asoba and Tengeh (2016), highlighting that this can be the main element 
influencing growth and the ability to survive for small companies. Therefore, if financial institutions and authorities 
assisted SSAB initially, this would enhance the sector's development, encourage business investment and reduce 
the risk of failure. These findings corroborate the financing challenges identified in Table 2 among the significant 
difficulties encountered by SSAB.

Table 1: Main challenges in opening an accommodation business

Variable NoB Mode Mode 
frequency

Cat Freq Perc%

Obtaining finance (start-up capital) 101 No 64 No

Yes

64.000
37.000

63.366

36.634

Obtaining equipment 101 No 72 No
Yes

72.000
29.000

71.287
28.713

Teambuilding 101 No 83 No
Yes

83.000
18.000

82.178
17.822

Finding a good location 101 Yes 58 No
Yes

43.000
58.000

42.574
57.426

Understanding the market 101 No 51 No
Yes

51.000
50.000

50.495
49.505

Government regulations 101 No 65 No
Yes

65.000
36.000

64.356
35.6944
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4.3 Business performance
 In terms of performance in the last two years, the result revealed that profit stagnancy has the most significant 
distribution mode1. However, the next most frequent response indicates poor profit performance of the firm with an 
exact frequency of stagnant growth. This implies small-scale accommodation establishments face serious business 
developmental issues related to profit improvement. The next is company sales with a similar ranking, with profit 
improvement shown in Table 3 below. The sales revenue result shows that most respondents indicated a second-
worst rating, described as poor sales revenue, followed by stagnant/average sales revenue. No respondents 
indicated ‘best’, but 11 respondents indicated the worst performance. The number of employees was also rated 
‘poor’, followed by ‘stagnant’, with similar patterns as the two previous business development indicators. The 
remaining business development indicators include several customers and marketing efforts. On average, the 
marketing efforts indicated stagnancy, while the number of customers was poor. Therefore, there is a need to look 
into marketing channels to ascertain the marketing of small-scale accommodation establishments in the CBD. 

 

 

Table 2: How did you obtain funding to start your business? * SBFR cross-tabulation

SBFR  

No Yes Total

Bank loan 85
84.2%

16
15.8%

101
100.0%

Family/friends’ contribution 52
51.5%

49
48.5%

101
100.0%

Personal savings 22
21.8%

79
78.2%

101
100.0%

Other, please specify 100
99.0%

1
1.0%

101
100.0%

Total 259
64.1%

145
35.9%

404
100.0%

Table 3: Business performance over the last two years 

Variable NoB Mode Mode 
frequency

Cat Freq
per cat

Perc (%)

Profits have improved 101 Stagnant 37 Better
Poor
Stagnant
Worse

15.000
37.000
37.000
12.000

14.851
36.634
36.634
11.881

Sales revenue has improved 101 Poor 42 Better
Poor
Stagnant
Worse

20.000
42.000
28.000
11.000

19.802
41.584
27.723
10.891

Number employed has increased 101 Poor 42 Better
Poor
Stagnant
Worse

10.000
42.000
26.000
23.000

9.901
41.584
25.743
22.772

Number of customers has increased 101 Poor 34 Best
Better
Poor
Stagnant
Worse

2.000
23.000
34.000
31.000
11.000

1.980
22.772
33.663
30.693
10.891

Marketing of the company has been 
implemented

101 Stagnant 35 Best
Better
Poor
Stagnant
Worse

4.000
23.000
29.000
35.000
10.000

3.960
22.772
28.713
34.653
9.901

1The measurement of the performance was before the hit of Covid-19 pandemic, around 2018 and early 2019.
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4.4 Threats from external factors to SSAB development
A portion of the research questionnaire was used to assess potential adverse effects on or threats to the SSAB 
market. A set of one or two items in the cross-tabulation table below has been used and grouped into specific 
categories such as social, technological, and economic factors to summarise their extent. Environmental factors 
were assessed separately since items were extracted from two separate questions in the research questionnaire, 
Questions 1.6 and 3.3.

• Environmental factors:

“The water crisis has affected the profit of many small accommodation businesses.”

The statement addressed the impact of this environmental or natural factor on SSAB in the Cape Town CBD and 
established if it was a challenge. According to the results, 76.2% of respondents confirmed that the city's water 
shortage harmed their business. Camilleri (2018) identifies water and electricity as necessary amenities for a tourism 
destination. As a result, shortages of water and electricity are a concern. Of the respondents, 20% were neutral, 
while 3% did not indicate the water crisis as problematic.

“The weather in Cape Town impacts my business activities during the year.”; “What is the best financial 
period for your company?”

Table 4 presents two distinct items in the questionnaire: ‘The weather in Cape town impacts my business activities 
during the year’, and ‘What is the best financial period for your company?’. On the influence of the weather on 
SSAB, most respondents confirmed that the weather in Cape Town impacts their business activities during the 
year. Over 49% agreed and 17.82% strongly agreed with this statement. This corroborates the 93% of respondents 
who agreed that their best financial period is summer. This can indicate that other seasons of the year are not that 
favourable for SSAB, as there might be fewer visitors to Cape Town and thus fewer customers, resulting in a low 
profit. According to the respondents, summer is the most viable season.

The other items are discussed in the cross-tabulation. These include social, technological, economic and political 
factors to observe how they can be threats to the development of SSAB.

• Social factors:

Responding to whether “crime is a real threat to people visiting the country”, 1% of the respondents disagreed 
or strongly disagreed with the statement, and 9.9% were neutral. In contrast, 89% of respondents agreed that crime 
threatens people visiting Cape Town. These findings accord with the literature review regarding the influence of 
social factors and addressing safety and security concerns. Hence, the findings concur with those of Bryden (2020), 
that besides all other difficulties, safety is a major concern for SSAB.

Regarding whether “Security in the City Centre must be improved “, 89% of respondents agreed or strongly 
agreed that security in the City Centre should be improved. Asoba and Tengeh (2016) corroborate this by stating 
that crime forces establishments to focus on operational strategies rather than market competition. This confirms 

Table 4: Adaptive table for threats of environmental factors to SSAB in the Cape Town CBD 

Variable NoB NoC Mode MF Cat Freq Perc (%)

As an owner/manager, what is the best 
financial period for your company?

101 4 Summer 94 Autumn
Spring
Summer
Winter

2
1
94
4

1.980
0.990
93.069
3.960

The weather in Cape Town impacts my 
business activities during the year

101 5 Agree 50 Agree
Disagree
Neutral
Strongly
Agree
Strongly 
Disagree

50
8
22
18

3

49.505
7.921
21.782
17.822

2.970
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that security in this area is critical for sustaining the tourism sector and developing SSAB, as visitors are looking for 
a secure location.

• Technological factors:

“My company lost much money during the load shedding period.” 

The preceding statement sought to ascertain the financial impact of load shedding. While technology is a 
valuable tool for SSAB, it facilitates business operations, particularly for reservations. Indeed, Lau (2020) asserts 
that technology has advantages and disadvantages. As mentioned in the literature review, load shedding has 
impacted the city for several years and may continue to do so, wreaking havoc on businesses. Nearly 73% of 
respondents agreed that they lost a significant amount of money due to load shedding, 24.8% were unsure, and 
only 3% disagreed or strongly disagreed that they lost revenue. This could indicate that SSABs do not always have 
adequate contingency technology plans or funding, thus suffering significant consequences.

• Economic factors:

“The cost of running an accommodation business in the central business district is very high.”

87.1% of respondents agreed or strongly agreed that the cost of running an SSAB in the Cape Town CBD is very 
high, 11.9% were neutral, and 1% disagreed. This challenge can be a consequence of the high level of competition 
identified in Table 4. Indeed, it could be indicated that the greater the competition, the greater the marketing 
strategy and business development should be. This is expensive on such limited budgets. Competition in this 
area might require extra efforts for SSABs to survive. According to Mukwarami and Tengeh (2017), lack of proper 
financial resources can impede the business's growth.

Table 5: Threats from external factors on SSAB development
As an owner/manager, to what extent do you agree with the following statements regarded as threats? 
* CFABR cross-tabulation

CFABR  

Strongly 
disagree

Disagree Neutral Agree Strongly 
agree

Total

Crime is a real threat to visitors 1
1.0%

0
0.0%

10
9.9%

41
40.6%

49
48.5%

101
100.0%

Security in the City Centre must be 
improved

0
0.0%

0
0.0%

11
10.9%

52
51.5%

38
37.6%

101
100.0%

Poverty is one of the factors affecting 
security in the city

1
1.0%

1
1.0%

13
12.9%

38
37.6%

48
47.5%

101
100.0%

The water crisis has affected the 
profit of many small accommodation 
businesses

1
1.0%

2
2.0%

21
20.8%

50
49.5%

27
26.7%

101
100.0%

The weather in Cape Town impacts my 
business activities during the year

3
3.0%

8
7.9%

22
21.8%

50
49.5%

18
17.8%

101
100.0%

My company lost a lot of money during 
load shedding 

1
1.0%

2
2.0%

25
24.8%

46
45.5%

17
26.7%

101
100.0%

The cost of running an accommodation 
business in the central business district 
is very high

0
0.0%

1
1.0%

12
11.9%

48
47.5%

40
39.6%

101
100.0%

Government regulation is one of 
the main challenges restricting 
entrepreneurs from operating in the 
City Centre

1
1.0%

10
9.9%

24
23.8%

44
43.6%

22
21.8%

101
100.0%

Total 8
1.0%

24
3.0%

138
17.1%

369
45.7%

269
33.3%

808
100.0%
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• Legal/Political factors:

“Government regulation is one of the main challenges restricting entrepreneurs from operating in the City 
Centre.”

While 10.9% of respondents disagreed and strongly disagreed, 23.8% were neutral concerning the above statement. 
However, a very high rate of over 65% agreed and strongly agreed government regulations were among the 
barriers constraining entrepreneurs from running a business in the City Centre. Dlomo (2021) argues that in order 
for tourism to become self-sufficient and thriving, local governments need to create conditions that are both safe 
and conducive to the growth of the business. This is perhaps because entrepreneurs having difficulty complying 
with stricter and unfriendly regulations and might prefer to invest elsewhere.

In presenting the findings above, we adopted the concept of PESTLE. As far as the researchers are concerned, this 
heralds a new beginning for this concept in studies related to SSABs within the South Africa tourism sector. 

5. CONCLUSION
South Africa's hospitality industry, particularly in Cape Town's central business district, is experiencing significant 
problems. Several risks in the market include competition and other environmental variables. Despite this, the 
tourism sector in the Western Cape has enormous growth potential not simply because of its tourist destination 
profile but if exemplary leadership and support are in place.

According to the findings of this study, financial difficulties were not the most apparent obstacle to the SSAB's 
expansion, but they were one of the initial concerns. It was mentioned that because banks are hesitant to fund 
businesses of this size, most small lodging businesses have to rely on personal savings to get started. Lack of 
familiarity with the market is rarely mentioned first but is revealed to be a significant challenge in many cases. 
Businesses need the help of local governments to flourish, so those governments must adopt policies more 
conducive to business growth. Since small businesses lack the resources to implement effective crime-fighting 
strategies, the South African government should step in to address the underlying safety and security issues 
external to their operations.

The South African government and the City of Cape Town should create more supportive regulations, ease business 
policies for small-sized accommodation businesses, and develop thriving tourist attractions. As a result, business 
owners and SSAB will feel more at ease investing in the sector and will be free to expand as they see fit. 

6. LIMITATIONS AND SCOPE FOR FUTURE RESEARCH
The difficulty in obtaining primary data during the pandemic of Covid-19 was a significant obstacle to the study's 
success. The data collection commenced at the beginning of the Covid-19 pandemic in 2020, and the restrictions 
made it impossible to reach most businesses. As a result, the study's sample size and overall design had to be 
revised so that the master's degree that was part of this study could be earned. Against this backdrop, a follow-up 
study is necessary to account for the Covid-19 pandemic experience. 

The locale of the study was Cape Town's Central Business District. A comprehensive picture of Cape Town or South 
Africa can only be obtained by expanding the study to other areas. Additionally, given the recent pandemic, future 
research may consider its impact on tourism, particularly on small businesses.  Finally, we note an interesting link 
between small-scale accommodation facilities and township tourism in extant literature (for example, Maret, Iwu, 
Musikavanhu & Handayani, 2018; Muresherwa, Amony, Iwu & Dube, 2020; Ezeuduji & Dlomo, 2020). We believe 
township tourism makes an essential rural/township entrepreneurship contribution and thus deserves further 
studies in line with the necessity to improve local economic development.  

7. IMPLICATIONS 
Consequences for small enterprises are discussed, as are specific actions from the government and the banking 
community. Small-scale lodging businesses can benefit from a heightened focus on tourism. This suggests a more 
active role for municipal government in assisting small-scale enterprises serving the tourism industry. In addition, 
financial institutions should provide sufficient funding for entrepreneurs and small-scale lodging firms for the 
industry's growth. To achieve this goal, the government and banks might launch a specific financial support program 
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for small businesses in the hospitality industry, which is a key component of the tourism industry.

Another important point that is derivable from this study is the necessity for entrepreneurial skills development for 
SSAB owners and managers. This point is made from the concerns raised regarding the socioeconomic, political 
and technological challenges that seem to limit the participants. In this regard therefore, and in recognition of the 
economic value of the hospitality sector, efforts should be enhanced to cultivate a culture of continuous training 
and development among SSABs.

References
Asoba, S.N., & Tengeh, R.K. (2016). Analysis of start-up challenges of African immigrant-owned businesses in 
selected craft markets in Cape Town, Environmental Economics 7(2), 97–105. Available at: https://doi.org/10.21511/
ee.07(2).2016.10.

Bazargani, R.H., & Kiliç, H. (2021).  Tourism competitiveness and tourism sector performance: Empirical insights 
from new data, Journal of Hospitality and Tourism Management, 46, 73-82. 

Bizcommunity. (2019). Realistic pricing important for tourism growth. Available at: https://www.bizcommunity.com/
Article/196/373/196168.html [Accessed on 18 December 2019].

Blal, I., Singal, M., & Templin, J. (2018). Airbnb’s effect on hotel sales growth. International Journal of Hospitality 
Management, 73, 85–92.

Bryden, N. (2020). The accommodation industry in South Africa. Who Owns Whom, 21 July. Available at: https://www.
whoownswhom.co.za/store/info/4861?segment=The+Accommodation+Industry+in+South+Africa+) [Accessed 
on 18 February 2021].

Camilleri, M.A. (2018). Travel marketing, tourism economics and the airline product: an introduction to theory and 
practice. Cham: Springer.

Carlisle, S., Zaki, K., Ahmed, M., Dixey, L., & McLoughlin, E. (2021). The imperative to address sustainability skills 
gaps in tourism in Wales. Sustainability, 13(3), 1161.

Cohen, M. (2016). Weak rand bolsters tourism. IOL, 21 January. Available at:  https://www.iol.co.za/business-report/
markets/currencies/weak-rand-bolsters-tourism-1973907 [Accessed on 21 October 2019].

Crime Stats SA. (2019). Worst ten precincts: largest number of reported crimes. Available at: https://www.
crimestatssa.com/topten.php [Accessed on 13 July 2020].

Diallo, M. (2018). Will tourists still flock to Cape Town if the water runs out? How We Made It in Africa, 19 January. 
Available at: https://www.howwemadeitinafrica.com/will-tourists-still-flock-cape-town-water-runs/60786/ [Accessed 
on 2 April 2019].

Dlomo, TO. (2021). Tourism as a tool for local economic development in King Sabata Dalindyebo Municipality.  
Master’s dissertation. Johannesburg: University of Johannesburg.

Ezeuduji, I. O., & Dlomo, N. C. (2020). Residents and Domestic Leisure Travel: Mtubatuba Local Municipality in 
KwaZulu-Natal, South Africa. EuroEconomica, 39(1). 

Fridgen, J.D. (1996). Tourism and the hospitality industry. East Lansing, MI: Educational Institute, American Hotel & 
Motel Association.

Fin24. (2019). How load shedding hits SMEs – and what they can do about it. 18 February . Available at: https://
www.fin24.com/Entrepreneurs/News/how-load-shedding-hits-smes-and-what-they-can-do-about-it-20190218 [ 
Accessed on 21 October 2019].

Greenberg, D., & Rogerson, J.M. (2018). Accommodating business travellers: the organization and spaces of 
serviced apartments in Cape Town, South Africa. Bulletin of Geography. Socio-Economic Series, 42,83–97.Avilable 
at:  https://doi.org/10.2478/bog-2018-0032.

Henema, U.S. (2019). Op-Ed: A tourism outlook on the looting of shops and xenophobia. CNBC Africa, 12 
September . Available at: https://www.cnbcafrica.com/news/special-report/2019/09/12/op-ed-a-tourism-outlook-
on-the-looting-of-shops-and-xenophobia/ [Accessed on 2 October 2019].

Ishmail, S. (2019). Crime likely to affect forthcoming tourist season. Cape Argus, 18 September . Available at: 
https://www.iol.co.za/capeargus/news/crime-likely-to-affect-forthcoming-tourist-season-33192258 [Accessed on 



    Journal of Entrepreneurial Innovations Vol. 3 (1)      15

21 September 2019].

Justino, M.V. (2015). Factors influencing the failure of small enterprises in a selected municipality in Luanda, Angola. 
Unpublished MTech: Business Administration thesis, Cape Peninsula University of Technology, Cape Town, South 
Africa.

Koens, K., & Thomas R. (2016). You Know That’s a Rip-Off’: Policies and Practices Surrounding Micro-Enterprises 
and Poverty Alleviation in South African Township Tourism. Journal of sustainable tourism, 24(12),  1641–1654. 

Kontsiwe, N.P., & Visser, G. (2019). Tourism as a vehicle for local economic development in small towns? When 
things go wrong: The case of Aliwal North, South Africa. GeoJournal of Tourism and Geosites, 27(4), 1334-1346.

Lau, A. (2020). New technologies used in COVID-19 for business survival: insights from the hotel sector in China. 
Information Technology & Tourism, 22(4),497–504. Available at: https://doi.org/10.1007/s40558-020-00193-z .

Mabuza, E. (2019). What's the most dangerous city in SA? New report offers some surprises. Times Live, 12 April . 
Available at: https://www.timeslive.co.za/news/south-africa/2019-04-12-whats-the-most-dangerous-city-in-sa-new-
report-offers-some-surprises/ [Accessed on 21 October 2019].

Maret, S., Iwu, C. G., Musikavanhu, T. B., & Handayani, R. A. D. (2018). Rural tourism as a way to build economic 
independence. African Journal of Hospitality, Tourism and Leisure, 7(4), 1-11.

Magwaza, N. (2014). New visa laws upset tourism. IOL, 6 July . Available at: https://www.iol.co.za/business-report/
economy/new-visa-laws-upset-tourism-1715043 [Accessed on 12 October 2019].

Mokoena, P.P. (2016). Community perceptions of the impacts and benefits of a service learning project for small, 
medium and micro enterprises in a department of tourism management at a university of technology. Unpublished 
MTech: Tourism and Hospitality Management thesis, Cape Peninsula University of Technology, Cape Town, South 
Africa.

Mukwarami, J., & Tengeh, R. K. (2017). Sustaining native entrepreneurship in South Africa townships: the Start-Up 
Agenda. Acta Universitatis Danubius. Œconomica,13(4), 331-345.

Muresherwa, G., Amony, I., Iwu, C. G., & Dube, C. N. (2020). The impact of mountain gorilla tourism: a residents’ 
perspective’. African Journal of Hospitality, Tourism and Leisure, 9(2), 1-18.

Nieman, G., Visser, T., & Van Wyk, R. (2008). Constraints facing tourism entrepreneurs in South Africa: a study in 
the Gauteng and Mpumalanga provinces, South Africa. Development Southern Africa, 25(3),283–296. Available at: 
https://doi.org/10.1080/03768350802212063. 

News24. (2019). Food and drink sector income jumps in December, accommodation lags. 18 February. 
Available at: https://www.fin24.com/Economy/South-Africa/food-and-drink-sector-income-jumps-in-december-
accommodation-lags-20190218 [ Accessed on 19 March 2019].

Nieuwland, S., & van Melik, R. (2020) Regulating Airbnb: how cities deal with perceived negative externalities of 
short-term rentals. Current Issues in Tourism, 23(7),811-825. DOI: 10.1080/13683500.2018.1504899.

Odhiambo, N.M., & Nyasha, S. (2020). Is tourism a spur to economic growth in South Africa? An empirical 
investigation.  Development Studies Research, 7(1), 167–177. 

PwC. (2019). Hotels outlook: 2019 – 2023 Future resilience. Available at: https://www.pwc.co.za/en/assets/pdf/
hotels-outlook-19-2023.pdf    [Accessed on 18 October 2019].

Roelf, W. (2018). Cape Town's water crisis hitting tourism: officials. Reuters, 2 February . Available at:  https://www.
reuters.com/article/us-safrica-drought-tourism/cape-towns-water-crisis-hitting-tourism-officials-idUSKBN1FM1PO 
[Accessed on 21 October 2019].

Rogerson, C.M. (2008). Developing small tourism businesses in Southern Africa. Botswana Notes & Records, 39,23–
34. 

Ramukumba, T., & Ferreira, I.W. (2016). The role of government in support of tourism businesses: a perspective from 
guest houses in the Eden district region. African Journal of Hospitality, Tourism and Leisure, 5(1),1–11.

Sainaghi, R., & Baggio, R. (2020). Substitution threat between Airbnb and hotels: Myth or reality? Annals of Tourism 
Research, 83:1-11, Available at: https://doi.org/10.1016/j.annals.2020.102959.

Sheikh, M.R. (2015). Tourism entrepreneurship: Challenges and Possibilities in small tourism businesses. Unpublished 
thesis, Degree Programme in Tourism, Centria University of Applied Sciences, Kokkola, Finland.



16    Journal of Entrepreneurial Innovations Vol. 3 (1) 

Solvoll, S., Alsos, G.A., & Bulanova, O. (2015). Tourism entrepreneurship – Review and future directions. Scandinavian 
Journal of Hospitality and Tourism, 15 ( 1),120–137. Available at: https://doi.org/10.1080/15022250.2015.1065592

South Africa. Department of Small Business Development. (2017). Research agenda. Available at: http://www.
dsbd.gov.za/wp-content/uploads/2019/03/DSBD-Research-Agenda_Final-Narrative_6June17.pdf. [Accessed on 
18 October 2019].

South African Tourism. (2018). South African Tourism annual report: 2017/2018. Available at: https://live.southafrica.
net/media/234722/sat-annual-report-final.pdf.

Steenkamp, H., February, A., September, J., Taylor, A., Hollis-Turner, S. & Bruwer, J. (2016). The influence of load 
shedding on the productivity of hotel staff in Cape town, South Africa. Expert Journal of Business and Management, 
4(2): 69-7 7. 

Tshivhengwa, T. (2019). Tourism is ready to go if only travel regulations were too. Business Day, 18 January. https://
www.businesslive.co.za/bd/opinion/2019-01-18-tourism-is-ready-to-go--if-only-travel-regulations-were-too/ 
[Accessed on 18 October 2019].

Taherdoost, H. (2016). Sampling methods in research methodology: how to choose a sampling technique for 
research. International Journal of Academic Research in Management (IJARM), 5(2):18–27. http://dx.doi.org/10.2139/
ssrn.3205035

Tengeh, R.K., & Nkem, L. (2017). Sustaining Immigrant Entrepreneurship in South Africa: The Role of Informal 
Financial Associations. Sustainability 2017, 9, 1396. Available at: https://doi.org/10.3390/su908139. 

Tengeh, RK. (2016). Entrepreneurial resilience: the case of Somali grocery shop owners in a South African township. 
Problems and Perspectives in Management, 14(4-1), 203-211. doi:10.21511/ppm.14(4-1).2016.09. 

Tengeh, R.K. Ballard, H., & Slabbert, A. (2011). A framework for acquiring the resources vital for the start-up of a 
business in South Africa: An African immigrant’s perspective. European Journal of Social Sciences, 23, 362–381.

Visser, W.P. (2018). A perfect storm: the ramifications of Cape Town’s drought crisis. The Journal for Transdisciplinary 
Research in Southern Africa, 14(1), Article 567,10 pp. Available at: https://doi.org/10.4102/td.v14i1.567

World Travel and Tourism Council (WTTC). (2019). Travel and Tourism Economic Impact 2019. London, UK: WTTC.

Ziervogel, G. (2019). Unpacking the Cape Town drought: lessons learned. Report for Cities Support Programme 
undertaken by African Centre for Cities. Available at: https://cisp.cachefly.net/assets/articles/attachments/77902_
ziervogel-2019-lessons-from-cape-town-drought_a.pdf 


