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SECTION 1

1.1

INTRODUCTION

PURPOSE OF STUDY

Demacon Market Studies, Bigen Africa Services and Plan Associates were
commissioned by WESGRO (on behalf of the Department of Economic Development and
Tourism) to undertake the task of conducting an Economic and Technical Pre-feasibility
Study for an Industrial Development Zone (IDZ) within the proposed Saldanha Industrial
Area (i.e. “corridor” as indicated by the SDF).
The pre-feasibility study will investigate the potential to stimulate further industrial and
business activities as well as to link these and current activities to the benefits of the
proposed Saldanha Development Zone. The Saldanha Development Zone could be seen as
the missing link in connecting the various industries and harbours of the surrounding areas.
This process will encompass many different disciplines such as economic analysis, technical
analysis, spatial planning etc. This process is about unleashing the industrial potential of the
Saldanha Bay Municipal area in order to recommend the way forward for an IDZ and the
implementation thereof within the area.
The objective of this report is to assess the viability of establishing an IDZ at the port of
Saldanha and to develop an independent, objective specialist report detailing the anticipated
economic and technical net benefits (and disbenefits) of the proposed IDZ and ancillary
business activities to the region, province and national economy.
1.2

STUDY AREA DELINEATION

Situated approximately 120 km’s north-west of Cape Town, with its natural deep water
harbour and its associated development potential, Saldanha has been identified as a
Presidential Development Growth Node. This view is strengthened by the principles
contained in the National Spatial Development Perspective and reinforced by the approved
Provincial Spatial Development Framework.
Saldanha Bay Municipality would like to leverage off the port and proximity to Cape Town to
grow the economic base of the region. Initial thinking within the municipality has been to
develop an industrial development zone in the area. Through a development zone, it is
envisioned that necessary investment will be attracted to the area resulting in positive spinoffs for Saldanha and the region at large.
Saldanha Bay Municipality is located within the West Coast District Municipal Area, within
the Western Cape Province. Map 1.1 indicates the specific location of the Saldanha Bay
Municipality.
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Map 1.1 Saldanha Bay Municipality

Proposed Saldanha Development Zone

1.3

STRUCTURE OF REPORT

The remainder of the report is structured in terms of the following chapters:
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Chapter Two: IDZ Profiling & Development Zone Location Assessment
The purpose of this chapter is to understand the Saldanha Bay municipal area and the
proposed development zone in context. It provides an analysis of the broader location in
terms of industrial development zones and the development thereof and to understand the
prescripts of Industrial Development Zones within South Africa. More focus is placed in
terms of IDZ features and characteristics vs. Industrial area locational characteristics.
Chapter Three & Four: Saldanha Economic and Local Market Profile
The purpose of this chapter is to undertake a brief macro-economic and demographic
situational evaluation of the economic base with a view to compile an industrial development
perspective and to identify trends, opportunities and constraints within the area. This
analysis provides critical basic information required for industrial development planning,
since it provides an indication of the economic structure and functional specialisation and
other dynamic characteristics of the study area. This chapter includes the data gathering and
scoping of industrial activities.
Chapter Five: Focused Industrial Market Analysis
The purpose of this chapter is to identify and analyse industrial market trends and local
market indicators. Core industries within the study area are identified through the industrial
cluster analysis and potential anchors are identified through the industrial sector analysis.
The industrial locational factors are taken into consideration and a focused market potential
analysis (land demand budget and forecasts), founded on the principles of supply / demand
modelling is undertaken in this chapter.
Chapter Six: Physical Environment Analysis
The purpose of this chapter is to understand the way in which spatial considerations
influence and are influenced by economic, social, political, infrastructural and environmental
considerations. Spatial patterns, current land use patterns, land ownership, infrastructure etc
are analysed in this chapter. Development constraints and best use scenarios for the
proposed development zone and prioritisation are identified. Environmental issues are
analysed and taken into consideration in this chapter.
Chapter Seven: Best Practice Analysis – Case Studies
In this chapter best practice analysis is undertaken and various case studies such as the
Coega IDZ and the East London IDZ are investigated. Practical sections follow to assist the
developer/municipality in order to develop the Saldanha IDZ.
Chapter Eight: Pre-Feasibility Assessment on the Establishment of IDZ
In this chapter, the development zone structure, layout and cost is determined and the
impact of the proposed development zone is modelled by using the internationally acclaimed
Input-Output (I/O) modelling technique. The economic impact will be calculated for both the
construction and operational phases of the development.
Chapter Nine: Recommendations & Way Forward
The purpose of this chapter is to formulate recommendations and a way forward for
industrial development / establishment of an IDZ within the Saldanha area based on the
opportunities and constraints identified in the preceding analysis.
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SECTION 2

2.1

IDZ PROFILING & DEVELOPMENT ZONE
LOCATION ASSESSMENT

INTRODUCTION

Market potential is influenced by; inter alia, the characteristics of the area / site to be
developed. Certain types of developments each have specific location requirements and
should subsequently be assessed in terms of selected location criteria. In this chapter we will
define the difference between an Industrial Corridor, Industrial Development Zones (IDZ)
and Industrial Parks. We will take a closer look at the study area (Saldanha Bay Municipality
and surrounds) in context and the various IDZ prescripts will be highlighted.
2.2


DEFINING CORRIDORS / NODES / PRECINCTS
Corridors

The corridors are the main structures that hold the
spatial framework in place. The corridor concept has
recently become popular in provincial development
planning and national spatial development planning
as the notion of corridor development is providing a
useful framework for regional development. The idea
of the corridor essentially refers to the development
along major roads with considerable existing or
potential movement. This inevitably occurs along
routes, which connect major ‘attractors’ – significant
towns, tourism attractions and other movement,
which generate economic activity.
The corridor is effective in linking infrastructure and economic development as towns
and structures are connected to each other via the transport network like “beads on a string”.
A major objective behind the corridors is the generation of sustainable economic growth and
development in relatively underdeveloped areas, according to the inherent economic
potential of the locality.
The development of corridors has been identified as one of the potential instruments
available to restructure a city into a more efficient and robust structure. Corridor
development also aids in the linkage of facilities, nodes and precincts and enhances
opportunities and maximises new development potential. Typically, Mixed Use areas
need to be well connected and would be located along specific corridors demarcated for
such purposes.
The concept of activity spines was developed in the late 1970s / early 1980s in South Africa,
where the concept of corridors was used to advocate high order activity areas complimented
by higher residential and mixed use densities to support these uses. Activity spines, or
corridors, are argued to structure and organise space as well as interlink areas and
nodes to achieve integration. However, academics have cautioned that corridors should not
only be lines on a map, but that they must be accompanied by strategic economic
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interventions to ensure the success of such corridor developments. Economic interventions
should
ld include the need to have home, work, facilities and amenities in close proximity.
Corridors ultimately stimulate development and economic activity.
The Department of Transport (Strategic Plan, 2007-2010)
2007 2010) has identified certain corridors
within South Africa to enhance freight and logistics. One of these corridors is the Cape Town
– Harare Corridor, with the aim to create better management of corridor traffic, greater
capacity and efficiency along and over the corridor. Figure 2.1 shows the most important
corridors within South Africa.
Figure 2.1: National corridors within South Africa

Source: National Freight Logistics Strategy, 2007-2010
200



Nodes

A city’s nodes should reflect a number of characteristics and elements. Nodes are usually
associated with higher residential densities and usually have a mix of uses.
uses Nodes
ideally should be pedestrian orientated but should also easily be accessible by means
mea of
vehicles and especially public transport. Nodes also usually host a variety of public
amenities and services and have high levels of infrastructure. Nodes should be functional in
nature and nodal areas should be well connected across a city. Distances
Distance between nodes
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and to each node are important in terms of the connection of the nodes. In addition, there is
a ‘critical mass’ in the size of a node, both in terms of intensity and physical size. A
Hierarchy of Nodes is necessary to create a balanced urban environment and to protect
existing areas from ‘cannibalization’.
With the growing global phenomenon of Urban Sprawl, urban compaction and densification
is being advocated worldwide. It has become part of policy documents and urban planning
across the globe, in order to make the urban morphology more manageable and sustainable,
as well as to increase the efficiency of services. Strategic densification has become
associated with Mixed Use and Nodal development.
Strategic densification, combined with a mixture of uses, is promoted primarily in and around
city Nodes and also along movement corridors. Strategic densification of this nature
supports public transport and optimises the use of prime land within urban areas.


Precincts

Precincts are areas within urban regions, which are defined according to a spatial logic and
the functionality of an area. Precincts usually have an identity of their own, with
characteristics unique to the identity and uses found within an area.

Precincts are associated with Precinct Plans that provide more detailed intervention
mechanisms, land uses, densities and urban design frameworks, very often incorporating a
mixture of uses or designated mixed use areas.
Precinct Plans aid the planning of areas as they provide further detail and could be compiled
either by the public sector planning authority or by the private sector in compliance with
agreed norms and standards. Precinct Plans also allow the flexibility to incorporate new
dynamics into current planning as the spatial and economic dynamics of an area develop.
Precincts are defined by function or by spatial logic. Precinct Plans need to outline at least
the following elements:
o
o
o

Definition of the functional area
Movement within the area (including parking)
Land use activities
6
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o
o
o
o
o
o

Urban spaces
Landscaping of the public realm
Detailed built form directives
Architectural guidelines
Development parameters
Subdivision parameters

Precinct Plans may be developed for any functional area provided there is clear spatial logic.
The size of the Precinct area relates to function rather than distance. Precinct Plans need
to have the support of the majority of owners of the area. Precinct Plans are tools that
provide further detail for the enhancement of an area, which may entail altering an area’s
function(s). Residents or owners may take the initiative to compile Precinct Plans. These
resident-initiated Precinct Plans do not however form part of the LSDF until they are
approved by the Local Authority and are incorporated into the Local Spatial Framework.
2.3

CONCEPT OF AN INDUSTRIAL CORRIDOR

A Corridor may be seen as a concept to elevate an area to a certain level of development.
The area must have the potential to develop, on the condition that the entire area must
take part in the process. The development of a corridor is aimed firstly at developing the
region from the inside, and then making contact and developing further extensions
with adjoining regions from there. A Corridor is therefore a multi-dimensional strategy that
further strengthens and supports the chosen area’s internal development networks.
According to Friedman (1966), a Corridor consists of a narrow zone along important
connecting routes between different cores. Economic activities within such regions are less
concentrated, but have the capacity to expand. The main points of such a corridor must be
developed to such an extent that they can propel the development, but must not be situated
too far apart.
Such a project should be based on five principles:
1. Overall planning
2. Market rules govern spending of funds allocated for industrial development
3. Interested enterprises wanting to operate - any type of industries / business are welcome
as long as it fits into the government’s overall plans for the corridor.
4. The corridor acts as a perfect location for industries / enterprises currently based in the
city and surrounding areas wanting to relocate to the Saldanha Bay Municipal area.
5. The corridor must as a whole forge a reputation that would attract investment and
encourage business.
Industries could be investigated / targeted by:
Determining whether an interaction and a flow of goods is taking place between
them and other areas. Industries can be classified into two groups, namely exportorientated industries and local service industries such as panel-beaters, building
companies and garages.
 Determining whether there is an interaction of goods distribution between them and
other areas.
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2.4

The distance between enterprises and markets fulfils an important function in
determining over what distances goods are transported, thereby identifying
markets.
CONCEPT OF INDUSTRIAL DEVELOPMENT ZONES (IDZ)

The Industrial Development Zone (IDZ) Programme of the South African Department of
Trade and Industry (DTI) is designed to encourage international competitiveness in
South Africa’s manufacturing sector. An IDZ is a purpose-built, industrial estate linked to
an international airport or port, which contains a controlled Customs Secured Area (CSA).
A CSA is exempt from duties, VAT and import duty on machinery and assets.
In keeping with international trends in export-oriented zone development, the DTI provides
an enabling business environment that facilitates quick decision-making processes,
attractive benefits and high quality inputs at competitive rates, as well as labour
standards that give easy access to world markets. As a result of globalisation, ports and
airports are changing so that they can cater for increased economic activity and facilitate
access to foreign markets for business people and manufacturers. The IDZ Programme
provides facilities and services tailored for export-oriented industries.
Government will license operators to develop and run selected IDZ’s. These operators will
be expected to provide enterprise support measures, minimise red tape and provide
efficient services to all enterprises within the IDZ. An Industrial Development Zone is any
area declared as such by the Minister of Trade and Industry under section 10(1) of Act No
187 of 1993. Each zone is designed to:
Provide a location for the establishment of strategic investments.
Promote and develop links between domestic and zone-based industries to optimise use
of existing infrastructure, generate employment and create technology transfers.
 Enable exploitation of resource-intensive industries.



Definition of an IDZ
An IDZ is a purpose-built industrial estate linked to an international sea or air port that
leverages fixed direct investments in value added and export-oriented manufacturing
industries.
Characteristics of an IDZ

A Custom Controlled Area (CCA) with dedicated SARS officials to provide support with
customs and VAT requirements,

An industries and services area within the borders of the IDZ ,

World class infrastructure linked to an international port of entry.
An IDZ consist of two zones of operation as mentioned above:
Controlled Custom Secured Area (CSA) – A delimited area with entrance and exit points
controlled by Customs personnel. Each CSA will have a dedicated customs office providing
rapid inspection and clearance services and one-stop administrative centre to facilitate
approval and permitting processes.
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CSA based enterprises will be eligible for: Duty-free import of production-related raw
materials and inputs, Zero rate on VAT for supplies procured from South Africa (SA), Right
to sell into SA by paying normal imported duties on finished goods.
Industries and Services Corridor (ISC) – Leading edge industrial and office park
environments adjacent to CSAs, occupied by service providers to CSA enterprises.
Key features of an IDZ:
Each IDZ offers:











Direct links to an international port or airport.
World-class infrastructure, specially designed to attract tenants.
Suitability for export-oriented production.
Dedicated customs support services to expedite excise inspection and clearing.
Duty-free importation of production-related raw materials and inputs.
A zero rate of VAT on supplies procured from South African sources.
Import status for finished goods which are sold into South Africa.
Government incentive schemes.
Reduced taxation and exemption for some activities/products.
Access to the latest information technology for global communications (Department of
Trade and Industry, 2009).

Incentives for the IDZ
There are a number of incentives which can be considered for the promotion of industrial
and commercial development. These include:







Tax incentives;
Infrastructure concessions (i.e. the provision of serviced sites, special efforts to develop
infrastructure in selected areas, etc.);
The sale, transfer or rental of land and/or buildings;
Regulatory reform;
Financial assistance and
The facilitation of a streamlined approval process.

Although the provision of service-related concessions has proven to be of high value, other
types of incentives needs to be established which will have significant influence in attracting
investment to the area. Examples of these include:







A one-stop business centre and marketing centre;
Media marketing facilities;
The provision of well-located serviced land;
Transport subsidies for export and the supply of raw materials;
Capital incentives;
The provision of accredited training courses by the public and private sector, in
cooperation with educational institutions

Financial incentives, however, proved to be unproductive in many industrial areas in South
Africa. The main focus of IDZ incentives should therefore be on investor care, pro-activity
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(promoting development rather than mere controlling it), prompt decision taking and
favourable industrial location factors. The preliminary opportunities identified are:
The beneficiation of local / imported resources:
 The processing, grading, sorting and packaging of tomatoes, vegetables, dairy products
and fish products. Other potential products include, inter alia, flowers, olives and meat
production;
 The production of fertilizers and pesticides;
 The manufacturing of upstream and downstream products;
 The manufacturing of clothes and automotive textiles;
 The manufacturing of automotive components and the possible expansion of the
automotive industries;
 The processing of glass sand, kaolin and titanium.
In order to ensure that the IDZ will function as an integrated, unique unit, it is, however, vital
that dynamic solutions be applied that promotes spontaneous development and
entrepreneurship. The one or two core industries established in the IDZ will be indicative of
the nature of the IDZ’s economy and will determine the characteristics of the area, its
location advantages and international competitiveness. This will furthermore determine the
investment plan and marketing strategy to be followed for the IDZ.
The Western Cape Province is widely regarded as having the potential to substantially
increase its contribution to South African production, as the country moves towards an
export-led industrial environment. However, much of the industrial potential existing in the
Western Cape Province remains untapped. The Saldanha IDZ has the potential to become
an important economic, trading and manufacturing hub, not only for the communities living in
the Western Cape Province, but also for the national economy.
It is envisaged that the integrated development of the IDZ will ultimately transform the area
into an international competitive entity, driven by its vision to generate a vibrant economy
within Saldanha Bay and its hinterland.
A number of studies and investigations conducted in the province have concluded that there
are vast development and investment opportunities in the West Coast area, as well as in the
rest of the province. These opportunities focus especially on export-orientated
manufacturing, tourism promotion and community empowerment through employment
creation and infrastructure provision. However, something needs to be done to exploit these
opportunities.
IDZ’s have been identified as a strategic export-manufacturing platform into African and
overseas markets. The IDZ’s are not meant to provide an alternative to existing supply side
measures, but rather to concentrate and augment existing incentives, government resources
and institutional (public and private) effort in strategic locations in such a manner that South
Africa’s competitiveness is enhanced (Saldanha LED Strategy, 2005).
Why would companies relocate to an IDZ in South Africa?
Relocation to an IDZ can improve the company’s competitiveness in both local and foreign
markets. The company will also enjoy the benefits of operating in an internationally
recognised ‘best practice’ environment that offers:

10

Saldanha Development Zone Pre-Feasibility Analysis – Final Report _OCTOBER 2009








Eligibility, entitlement and access to government incentives, such as the Critical
Infrastructure Fund (CIP), Export Marketing and Investment Assistance (EMIA),
Strategic Investment Programme (SIP) and other supply-side schemes.
Infrastructure that provides quick and easy access to international markets – this can cut
costs and reduces delivery times.
A one-stop centre that facilitates and expedites regulatory documentation and other
procedures and requirements.
Human resource development through accelerated skills development programmes.
A sound industrial relations environment based on co-operation, joint decision-making
and rapid conflict resolution.

The aim of the IDZ Programme:
IDZ are intended to promote the competitiveness of the manufacturing sector and to
encourage beneficiation of locally available resources. The support could either be a turnabout strategy to attract investment or be a national programme for economic development
to increase exports and competitiveness of South African products.
Key objectives of the programme

Position South African-based manufacturing industries to meet the challenges of
globalisation,

Attract advanced foreign production and technology methods in order to gain experience
in global manufacturing and production networks through attracting foreign direct
investment (FDI),

Develop linkages between local and international-based industries,

Provide world class infrastructure and proximity to international ports to offer low cost
and efficient logistics services, and

Provide services to facilitate overcoming administrative hurdles for investors securing
permits required for their operations.
Benefits of the incentive scheme

A Customs Controlled Area (CCA) with dedicated South African Revenue Services
(SARS) officials to provide support for customs and VAT requirements

World-class industrial support infrastructure

Links to an international port of entry

Duty suspension on imports for production-related raw materials, including machinery
and assets used in production with the aim of exporting the finished products

VAT exemptions under specific conditions for supplies procured in South Africa
Another benefit of an IDZ is that it attracts foreign investment to the area. Key to an IDZ is
the efficiency in their freedom to access the global market through global production and
added value inside its territories. In terms of IDZ – countries offer packages of incentives to
compensate investors for the high cost of doing business in underdeveloped locations. Thus
an IDZ has Controlled Custom Secured Areas which is exempt from duties, VAT and import
duty on machinery and assets.
Restrictions on the incentive scheme

All activities and the manufacture of all goods in contravention of any South African Act
shall be prohibited within an IDZ. Contraventions shall attract the penalties prescribed
by law.
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No person or company shall bring into, or cause to be brought into, an IDZ a substance
or good, the possession of which is considered illegal or illicit or items prohibited by the
laws of South Africa or binding international conventions to which South Africa is a
signatory.
Enterprises who wish to manufacture goods, the manufacture of which requires special
permits, license or legislative consent, shall acquire such special permit, license or
legislative consent prior to the commencement of production and shall disclose their
intention to manufacture such goods in their IDZ enterprise agreement.

Application for the IDZ designation

Interested parties may approach the Minister to apply for a specified area linked to a sea
or air port with customs facilities to be considered as an area suitable for the
development of an Industrial Development Zone.

The application must contain the information set out in the Industrial Development Zone
Programme Guidelines of 2008.

The application for designation must be accompanied by an application for an IDZ
operator permit by the intended company for the area proposed for development.

The Minister may request additional information from the applicant when considering the
application.
Applying for an IDZ permit
Any party interested in obtaining an IDZ operator permit shall, in the prescribed manner,
submit a completed IDZ operator permit application to the Minister.

In case of a new IDZ, the application for an IDZ operator permit must accompany the
application for designation of an area for which the IDZ Operator permit is sought.

In case of an existing IDZ, the provisions regarding transfer of an IDZ Operator permit
must be complied with.


An applicant for an IDZ operator permit must:

Demonstrate control of the land within an existing IDZ or within the area under
application designated for development as an IDZ or within a new IDZ pertinent to its
application in the detail and manner as indicated in the Industrial Development Zone
Programme Guidelines of 2008.

Submit a comprehensive feasibility study in the detail and manner as indicated in the
Industrial Development Zone Programme Guidelines of 2008.

Indicate its ownership structure through the submission of a shareholders' agreement of
the intended IDZ Operator indicating shareholders, percentages of shareholding,
requirements for transfer of shares, requirements for distribution of assets upon
liquidation or deregistration.

Comply with such other criteria and prerequisite procedures as set out in the guidelines
to this programme.

Each applicant shall submit four (4) copies of the application to the Minister, one (1)
copy of which must be an original (Department of Trade and Industry, 2009).
In essence an Industrial Development Zone (IDZ) is an enclosed and controlled duty free area in or
adjacent to a seaport or airport,



With an export orientation and
A focus on manufacturing or related activity,

12

Saldanha Development Zone Pre-Feasibility Analysis – Final Report _OCTOBER 2009

Aiming to, on a regional basis, attract foreign direct investment
Create employment opportunities
Develop human resources
And earn foreign exchange,






Through best-in practice (BIP) incentives, infrastructure and regulatory provisions.

2.5

CONCEPT OF INDUSTRIAL PARKS

An Industrial Park is a tract of land use because of location, topography, proper zoning,
availability of utilities and accessibilities to transportation. The uses permitted are regulated
by protective minimum restrictions, including size of site, parking and loading requirements,
and building setback lines from front, side and rear yards.
The front yards, and side yards adjacent to streets, are to be landscaped in conformance to
planning standards set for the park. All requirements are to be compatible with the
community and surrounding land uses in accordance with a comprehensive plan to enable a
group on industries to operate within it efficiently (Kinnard et al.1979:486).
The most important activities which can be established in an industrial park are industries,
processing, warehouses and distribution depots, offices, commercial functions, research and
development.


Most important characteristics of industrial parks
o
o

o

o

o



It should be developed according to a predetermined master plan
Management is governed by a single management body, whether the owner or an
association of occupiers
Control is exercised over the uses and activities, by means of zoning, title conditions
and mutual agreements
The compatibility of uses is protected to the advantage of the occupiers and the
owner as well as the community in which the industrial park is located.
Roads (in many cases also railway facilities), parking, services, as well as eating and
recreation facilities and related services are provided.

Types of industrial parks

General or composite uses - The least specialised type of industrial park in which nonindustrial uses are permitted and often encouraged. In some cases the occupiers of the
industrial park is such as filling stations, retailers and catering facilities. However, if other
uses are allowed unchecked, the unique character in the area park may be lost.
Exclusive industrial parks - Industrial parks exclusively occupied by industries are the
most common and also as a rule the most attractive to developers. They do not compete
with commercial developments in the area, for instance, and offer the greatest possible basis
for industrial development.
Single use industrial parks - The accommodation of only one type of manufacturing or
distributive operation offers the potential of greater possible returns as a result of
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specialization. On the other hand, they are exposed to greater risks, since changes in the
specific industry’s operation, standards or even preferences may take the whole park
obsolete.
A specialised variant of the single use industrial park is the single industry park, which
accommodates only one industrial enterprise. Since it does not house a community of
industries, it is not strictly definable as an industrial park. However, it does not illustrate the
importance of aesthetics and compatibility with the environment for modern industries.
Office / Mixed use parks - Office parks are based on the same principles of developments
as industrial parks, with the difference that office uses only are allowed (e.g. at Barlow Park
in Sandton). As a result of the need for office accommodation in the immediate vicinity of
industries, an office park may be developed directly next to an industrial park (e.g. at City
Deep, Johannesburg).
Office accommodation may of course also be developed in an industrial park, if the rights
allow for this. Besides limited offices inside the factory building or warehouse, office
buildings as such may be placed inside the industrial park (e.g. the Isando Industrial Park in
Kempton Park or Kya Sands Business Park, Randburg).
Research / Technology parks - A research / technology park is an industrial park closely
connected with local universities or other research bodies, so far that technology, and
especially high level technology, can be conveyed and commercially applied. The first and
probably the best known example is the Stanford Research, sometimes also known as
Science parks, are also found in Britain, France, Israel, Australia and Taiwan.
An extensive bibliography is provided in AURPP (1997). Because Research Park has to be
located in an area where there is a considerable concentration of higher education
institutions, there are only a few locations in South Africa which are suitable for purpose.
Examples include Perserquor Techno Park in Pretoria (Techno forum 1992-exhibit 21.1), the
Techno Park in Stellenbosch (Malan 1988) and the Capricorn industrial and technology park
in Muizenberg (exhibit 21.2)
Airport industrial parks - The facilities offered by airports for transport, as well as
international and national travelers, create attractive possibilities for industrial parks in the
immediate vicinity of an airport (especially for industrial exhibition space).


Selection of Site

Location considerations
A desirable location for an industrial park is of course where a concentration of industries
exists or can develop - probably a metropolitan location. It should be close to and accessible
to labour markets, sources of materials (in terms of type, quantity and delivery costs) and
product markets.
The location requirements for an industrial park are therefore the same as the location
requirements for industries. The site must be immediately accessible to products from the
main transport routes (savings on transport, increased labour market, accessibility of product
and visibility), while a location near rail facilities, an airport and harbour, would be an asset.
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Site requirements
The site under construction must be carefully analysed to ascertain whether it complies with
the requirements for the development of an industrial park. It is useful to investigate the site
by means of a checklist for site features (site selection checklist), during the analysis
process.
Ideally the site will have the following features:
o

o
o
o
o

2.6

It should be an event, well-drained piece of land, rectangular in shape and of good
soil structure.
It should be accessible for private as well as public transport.
It should easily offer space for expansion.
It must be fully serviced (water, electricity, telephone, drainage, etc.)
It should be zoned for industries or rezoning should be possible (consult Guide Plans
and Town Planning Schemes).
CURRENT THINKING OF DEPARTMENT OF TRADE AND INDUSTRY (DTI)
IN TERMS OF IDZ’s

The Enterprise Organisation (TEO) engaged Jurong Consultants Pte Ltd to act as strategic
advisors for the implementation of the Industrial Development Zones (IDZ) programme. The
study, namely Strategic Study on the Industrial Development Zones Programme Phase 2 of
2004, had the following findings:
Role of the IDZ in South Africa
The concept of economic zones is not new and has been used as part of an export-oriented
industrialisation strategy from the mid-1960s by Less Developed Countries (LDC) to move
from an import substitution development strategy to an export driven development strategy.
Economic zones may be characterised as a geographic area within a country where certain
economic activities are promoted by a set of policy measures that are not generally
applicable to the rest of the country.
In other words, such zones have been used as a tool to circumvent obstacles that inhibit the
development of a competitive export-oriented economy by creating a favourable
environment for foreign investment through artificial comparative advantage (i.e. policies and
programmes affecting conditions for foreign investment).
From the findings, the key areas that South Africa has to address to attract FDI include
issues of a small market size, crime and violence, inflexible labour market conditions, lack of
skills and other factors such as health that affected labour productivity. Hence, the main role
of the IDZ programme is to address these problems that inhibit foreign investment.
Role of Incentives
The study also compared some Special Economic Zones (SEZs) or Free Trade Zones
(FTZs) with South Africa’s IDZ programme. China, Brazil and Poland were chosen as these
countries have consistently been ranked amongst the top 10 most likely destinations for FDI
according to AT Kearney’s FDI Confidence Index from 1998 to 2001.
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The findings showed that South Africa’s IDZs did not have any characteristics that were
significantly different from these international SEZs. Other SEZs had a strong emphasis on
financial and non-financial incentives, special provision of facilities and one-stop services.
At first instance, South Africa appeared to lack financial incentives as compared to the other
zones. However, upon closer examination, the country has a lot of incentives available
throughout the country (although not tax-based financial incentives). What appeared to be
lacking was the ability to utilise the incentives effectively and design the incentives to
achieve the specific goals for meeting the needs of FDI and the manufacturing sector in
South Africa.
While new incentives may not be necessary, the study found the need to alter the incentives
according to targets set for the manufacturing sector. This has to be done in relation to an
Industrial Development Strategy.
Operationalising the IDZ Programme
Implementing the IDZs requires the commitment and involvement of all the different spheres
of Government. Hence, the Consulting Team formulated a model in allocating the functional
roles and responsibilities of the various agencies and levels of Government (refer to Figure
2.2).
The segments show the functions and roles to be carried out at each level of Government.
This will assist and facilitate the IDZs to implement the objectives set out. Generally, the
basic functions of an IDZ include physical planning, development, marketing and
management.
However, to address some of the critical issues highlighted, other functions must be included
in order to facilitate and attract FDI. These functions include dealing with complex
immigration and labour procedures, training of human resources, assisting in business
approvals and assisting new investors on how to obtain financing of their industries.
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Figure 2.2:

The East London IDZ was used as a specific case study to examine the operational issues
encountered by the IDZ to date. The study found that while the IDZ has much of its
organisational structure and functions in place, much assistance were needed from the
higher spheres of Government to push forward the programme. Major areas included
marketing, dealing with immigration and labour issues, obtaining business approvals
approval and
licenses and industrial development direction and incentives.
Specific Recommendations for IDZs
 Adopting a cluster approach;
 Ensuring that IDZs encourage participation with local domestic players;
 Addressing labour and worker skills and ensuring technology
technology transfer with FDI;
 Targeting FDI which have knowledge and links to trade markets; and
 Formulating high standards in the one-stop
one
service provision.
Location of the IDZs
The location of the 4 approved IDZs were as follows:
Johannesburg Airport IDZ, Gauteng
 Richards Bay IDZ, Kwazulu-Natal
Kwazulu
 Coega IDZ, Eastern Cape
 East London IDZ, Eastern Cape
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Locations for the 4 proposed IDZs were identified based on planning location criteria. For the
petrochemical/chemical IDZs, the following location criteria were used:






Extensive water frontage with reasonable depth
Near to ports or railway transit hub
Presence of logistics hub
Close proximity to refinery (oil/ coal) (for base petrochemicals production)
Away from populated residential areas

As for ordinary synergistic (mixed) IDZs, the location criteria were:
Connectivity to major transportation linkages (i.e. port and airport)
 Availability of easily amassed land of suitable terrain
 Proximity to resources (including manpower and other supporting services)
 Availability
of
utilities
and physical infrastructure (water, electricity,
telecommunication, sewage etc)


Based on the above location criteria, the following locations were identified:
Petrochemicals/Chemicals IDZs : Saldanha area and Secunda area
 Synergistic (Mixed) IDZs : Cape Town area and Durban area


To address the aim of identifying potential themes for the IDZs, the study looked into the
various clusters identified by the Integrated Manufacturing Strategy (IMS) of the DTI and
also the major economic strengths of the province where the proposed IDZ would be.
Based on the individual province’s current major strengths, the likely industrial clusters that
can possibly locate within the proposed IDZs have been summarised in Table 2.1.
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Table 2.1

Potential Themes of Proposed IDZs

Source: DTI, 2004

2.7

STUDY AREA IN CONTEXT

Situated
ated approximately 120 km north-west
north est of Cape Town, with its natural deep water
harbour and its associated development potential, Saldanha has been identified as a
Presidential Development Growth Node. This view is strengthened by the principles
contained in the National Spatial Development Perspective and reinforced by the approved
Provincial Spatial Development Framework. This “Regional Motor” is situated around one of
the largest natural harbours in the world and at the mouth of a wetland and lagoon system of
international significance. The port is primarily geared for iron ore exporting but vertical
integration is growing with steel processing plants and related downstream activities that
have been established. The hope is that this industrial base in future will broaden to host a
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large number of smaller scale downstream industries. This industrial development potential
necessitates extremely sensitive planning to ensure that industrial development does not
further degrade the marine and coastal systems.
The concept of a major industrial zone for the Saldanha Bay area re-emerged in the
Saldanha Bay Municipality in 2003. While a series of schemes had been touted in past
decades, each had been hindered by a combination of infrastructural and institutional
constraints.
The region possesses a vastly underutilised port facility and a cluster of heavy industry is
based around Saldanha Steel (currently known as Arcelor Mittal, but for the purposes of this
report still be referred to as Saldanha Steel), Duferco and Namakwa Sands (currently known
as Exxaro, but for the purposes of this report still be referred to as Namakwa Sands). Efforts
to facilitate local down streaming activity and multipliers have been limited, and these plants
(mentioned above) operates with only loose economic connections to the locality. In the late
1990s an industrial development zone (IDZ) had been planned as part of the SDI
programme. However, this process was stalled when national government gave priority to an
IDZ development at Coega, near Port Elizabeth.
The Western Cape provincial government was eager to learn from the Coega experience
before proceeding with establishing structures necessary to drive an IDZ at Saldanha Bay.
Significant shifts in global geopolitics was seen as favoring Saldanha Bay, notably the desire
of the US Government to reduce dependency on Middle Eastern energy resources has
stimulated considerable interest in oil and gas reserves known to exist off the Western Coast
of Africa (Stanford et al. 2004). Saldanha has the potential to play a significant part
within the oil and gas industry, either on the fabrication side or on the establishment of
major industrial projects that will utilise natural gas as a feedstock.
Moves to generate significant industrial investment in the region were still gaining
momentum. However, various significant constraints remain in place. One major challenge
confronting the municipality is to find ways of overcoming the short-term interests of
landowners, in order to unlock the development potential of the area. Fragmented
patterns of land ownership within the area designated for industrial development are
presently acting as a significant constraint upon development.
When development plans were touted in the past, speculators and governmental and quasigovernmental agencies, such as the National Ports Authority and Iscor, bought many parcels
of land. Anecdotal evidence suggests that significant investment opportunities have been
lost in recent years as overseas investors have been unable to negotiate access to key
tracts of land. In addition, attention needs to be paid to upgrading the physical and social
infrastructure of the region in order to create an environment conducive to investment. For
example, there is a significant shortage of trained engineers. Overall, however, it is clear
that the region is undergoing an uncertain, yet generally upward, trajectory of
increased institutional activity in terms of creating an environment conducive for
further industrial investment (Bek et al. 2005)
This sentiment is echoed in the Western Cape Provincial Growth and Development Strategy
(PGDS) which states that the provincial spatial economy is characterised by the following
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significant spatial components (which are key areas of economic growth and employment
opportunity):
1) Metropolitan Area: City of Cape Town
 Highest locality of growth potential and human need (poverty, unemployment,
crime, ill health and housing) and rapid immigration rates – highly diversified
communities;
 Port city and top rated international tourist destination with linkages to Boland part
of Winelands District (Paarl, Wellington and Stellenbosch);
 High resource constraints (water, electricity, sanitation and waste disposal) and
declining roads and rail infrastructure (including passenger services).
2) Regional motor 1: Saldanha-Vredenburg
 Emerging industrial port of Saldanha-Vredenburg services key sectors: oil
and gas, iron ore exporting and steel processing;
 High industrial development potential contrasted by proximity of highly
sensitive and internationally renowned lagoon / wetlands system.
3) Regional motor 2: Southern Cape
 Consists of Mossel Bay, George, Knysna and Plettenberg Bay;
 Diversified economy (industrial, tourism and construction sectors) with seasonal
vulnerability;
 Highly sensitive lakes and mountain ecosystems.
4) Regional development corridor 1: Breede River Valley
 Linking the City of Cape Town to the Southern Cape;
 Linking agricultural areas between the Southern Cape and SaldanhaVredenburg industrial nodes;
 Potential for public road-rail services to address commuter congestion emerging
on N2 between Mossel Bay and Knysna;
 Possibility for urban development.
5) Regional development corridor 2: Olifants River Valley
 N7 rail and road links to northern parts of Province (Clanwilliam Citrusdal and
Vredendal);
 Linking industrial areas between the City of Cape Town to SaldanhaVredenburg especially Atlantis (towns not part of Breede Valley-DEADP);
 Accelerated growth potential: increased agricultural potential along Olifants River
as well as tourism;
 Possibility for urban development.
6) Regional transport corridors
 N1 road-rail link (freight and passenger) to Beaufort West via Worcester;
 N2/R316 connecting agricultural and ecologically significant Agulhas Plain
(tourism potential).
Furthermore, the Growth Potential of Towns Study (DEADP, 2006) and the PSDF puts
forward a rationale for focusing fixed infrastructure investment in ‘leader towns’ and towns
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with high growth potential or high need in order to ensure highest leverage of expenditure
and greatest possible social benefit. The towns have been grouped as follows:
1) Town investment (High Dev Potential / Low Need)
Betty’s Bay
Groot Brakrivier
Bredasdorp
Hawston
Brenton-on-Sea
Herold’s Bay
Caledon
Jacobs Bay
Franskraal
Jamestown

Keurbooms River
Kylemore
Langebaan
Malmesburg
Moorreesburg

2) Social investment (Low Dev Potential / High Need)
Bitterfontein
De Rust
Bot River
Doring Bay
Calitzdorp
Dysselsdorp
Clanwilliam
Eendekuil
De Doorns
Elands Bay

Friemersheim
Genadendal
Goedverwacht
Gouda
Graafwater

3) Social and town investment (High Dev Potential / High Need)
Cape Town
Gans Bay
Ashton
George*
Beaufort West*
Grabouw
Ceres
Hermanus
Elim
Kalbaskraal
Franschhoek
Klapmuts
4) Leader towns (Highest Growth Potential)
Cape Town
Wellington
Vredendal
Stellenbosch
Vredenburg / Saldanha
Hermanus
Malmesbury
Swellendam
Worcester
Mossel Bay
Beaufort West

Knysna*
Oudtshoorn*
Paarl*
Plettenberg Bay

George
Hermanus
Knysna
Oudtshoorn
Paarl

5) Minimal investment (Low Dev Potential / Low Need)
Agulhas/Struisbaai
Bonnievale
Albertinia
Buffels Bay
Arniston
Citrusdal
Aurora
Darling
Barrydale
Dwarskersbos

Ebenhaeser
Gouritsmond
Greyton
Hopefield
Jongensfontein

Source: DEADP, 2006

2.8

SYNTHESIS

It is evident that Saldanha Bay has a similar economic base to its adjacent harbour cities,
namely a strong manufacturing sector and tertiary service sectors which support the
manufacturing base. It is also evident that the focus of manufactured products varies
between the cities (which are dependent on the availability of raw materials and natural
resources). Saldanha is thus in a prime position to attract industry to the region. Already
Saldanha is home to a large scale mining concern, steel manufacturing and beneficiation
plants and an oil and gas services fabrication yard financed through the national counter
trade programme.
The largely vacant and underutilised land between Saldanha and Vredenburg has welldeveloped road and rail infrastructure (pre-requisites for industrial development). Moreover,
the land is well-located relative to the sea and holds the potential for rail transportation of
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goods. Due to a number of factors the “Back of Port” area has the potential to attract existing
firms who would want to relocate to well-located and accessible locations. The “Back of Port”
area therefore has the potential to attract new and existing firms as the opportunity exists to
optimise the location of the area relative to the sea and rail transport opportunities. It is
therefore logical that industrial development be encouraged within this area (Urban
Dynamics, 2009).
Adjacent to the Saldanha harbour is thus an identified proposed area (“Back of Port” area)
ideal for establishing an Industrial Development Zone. An IDZ would provide greater
predictability to the investment environment. Features of an IDZ would include stable labour
relations, predictable environmental regulations, common services, infrastructure and
property management. The proposed area is suitable and includes a substantial land area
zoned for industrial use and owned by a few large landowners, including Saldanha Steel, the
Industrial Development Corporation (IDC), Parklands Trust, Langeberg Developers (CK
Rumboll & Partners) etc. The location of an IDZ adjacent to the harbour area will enhance
special facilitation of the control of imports and exports.
The establishment of an IDZ at Saldanha Bay could have far-reaching effects on the
whole area and the IDZ could determine the future development potential of the area as well
as the possibility of establishing backward and forward linkages within the local
economy.
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