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Section One — Project Background

1.1 Problem Statement

Babelegi and GaRankuwa Industrial Estates are plagued by limited economic development, jobless
economic growth, locational problems, the globalization challenge and the closure of and/or
relocation of existing industries, all of which are a major concern to the City of Tshwane

Metropolitan Municipality.
In order to address these challenges Urban-Econ: Development Economists has been appointed to

develop a long term, innovative and visionary blue print for business retention, expansion and

attraction in both Babelegi and GaRankuwa Industrial Estates.
1.2 Strategic Objectives of Study

The objective of this report is to provide a strategy which encompasses the following:

. A realistic understanding of the development potential and capacity of the local area.

. Sectoral development potential.

. Needs, opportunity, constraints, barriers and key issues.

. Linkages resulting from regional value chain opportunities.

. New opportunities.

. Business requirements in terms of infrastructure and service delivery.

. Existing consideration for relevant policies and strategies.

. Alignment of advantages with strategic objectives in national, provincial and local policies.
. Diversification of the economic sector.

. Identification of additional land-use development.

. Local area needs and demands related to business development.

. Investment development opportunities per sector.

. Guidelines to assist in making informed decisions with respect to pro-active economic and

industry-based interventions.

. A practical and action orientated implementation strategy.
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1.3 Interpretation of Project

Urban-Econ understands its task to entail the development of a comprehensive and innovative
strategy for both Babelegi and GaRankuwa Industrial Estates, aimed at keeping existing industries,
whilst creating an environment that promotes business expansion and the attraction. The strategy
will be focused on addressing constraints and limitations identified and optimizing existing and
latent opportunities. The aim of the study is to provide the City of Tshwane Metropolitan Municipality
with a dynamic strategy that will enable the creation of a favourable industrial business climate,

conducive to existing industries and new industrial businesses.

In pursuit of the aims and objectives mentioned, the BRE&A Strategy is based upon the work of
Professor Porter, i.e. The Porter Diamond and The Competitive Advantage of Nations. According to
Porter, the competitive advantage of a locality is founded on 4 pillars: Industry Rivalry, Demand
Conditions, Factor Conditions and Related Supporting Firms and Industries. Competitive advantage
is at the root of business retention, expansion and attraction. When an area possesses such an
advantage, it becomes highly attractive as an industrial location. Figure 1.1 illustrates the Porter

Diamond graphically.

9 I Urban-Econ: Development Economists | 021 342 86 68 | pretoria@urban-econ.com



Business Retention, Expansion and Attraction Strategy for Babelegi and GaRankuwa Industrial Estates
Comprehensive Report
June 2008

Figure 1.1: Adaptation of the Porter Diamond

Sections three to six are each dedicated to one of Porter’s pillars.

1.4 Study Methodology

To develop an effective BRE&A Strategy, the following steps were taken:
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The first step involved the collection of required data. Extensive data was needed for the
formulation of appropriate strategies, much of which was not available. Thus a primary research

expedition was conducted, involving the following:

. An Industrial Estate Land use Audit for each Estate:
- 110 stands were audited in Babelegi (100% of stands)

- 243 stands were audited in GaRankuwa (100% of stands)

- Four types of questions were asked, based on the following topics: background, land

availability, infrastructure, business character

. Industrial Surveys were conducted:
- 28 of the enterprises audited in Babelegi were selected to form part of an Industrial

Survey

- 31 of the enterprises audited in GaRankuwa were selected to form part of an Industrial

Survey

- The Industrial Survey was considerably longer than the Land use audit; asking more
detailed questions to gather information which would enable the development of

specific and appropriate strategies.

. Interviews were held with the Senior Tenant co-ordinator for each Estate.

Furthermore, secondary data sources were explored and utilized, the most prominent/frequently

used being:
. Statistics South Africa
. The Quantec Database

In addition, the following literature was consulted:
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. Numerous Journal (and other) articles.

Various government websites.

Over 30 national and regional policies, acts and bills.

International and national best practices case studies.

Step 2

Calculations were performed to transform the data gathered into useable information. The
information was analysed and used to sketch industrial and economic profiles of the study area,
focussing on strengths and weaknesses. Furthermore, all relevant government policies, acts and
strategies were analysed to provide the legislative framework in which the strategies were to be
formulated, as well as provide insight into the direction in which the government would like the study
area’s manufacturing sectors to move in. In addition, case studies were reviewed to determine best

practices for developing successful BRE&A Strategies.

Step 3

Analysis of all data gathered and information generated allowed the development of a Business
Retention, Business Expansion and Business Attraction Strategy for Babelegi and GaRankuwa
Industrial Estates. It became evident throughout the data analysis phase that Babelegi and
GaRankuwa are faced with similar challenges and require similar treatment; hence one strategy
was developed for both of these areas. However, within the context of identical strategies, different

strategic actions were recommended for each Estate, as was required.

Step 4
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The last step consisted of developing a time-based implementation framework which prioritizes the
strategic actions recommended by the report. All data collected was interpreted to discern a

hierarchy of needs which formed the basis of the timeframe.

1.5 Report Outline

The rest of the report is structured as follows:

Figure 1.2: Report Outline

Section 2: Section 3: \_ Section 4 : Section 5:
Legislative ) Setting the 4 Factor 4 Demand
Overview Scene Conditions Conditions

Section 9: y Section 8: Retention, . Section 7: ; Section 6:
Implementation (I Expansion and £ Development 4 Related &
Framework Attraction Strategies Framework Supporting Firms
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Section Two — Legislative Overview

It is envisaged that the BRE&A process will provide the local government of the City of Tshwane
with the opportunity to explore a wider range of approaches in terms of promoting and stimulating
local economic growth and development. The outcomes of the BRE&A process, has to be aligned
with the various national, provincial and local legislation as well as with the various sectoral

strategies impacting on the Manufacturing Sector.

This section aims to highlight various legislative and sector-related strategies and policies that will
inform and impact on the BRE&A process. An overview of the historic and current
policies/strategies and legislation impacting on the Manufacturing industries of South Africa will be

given.

2.1 National Government Policy & Literature Review

Accelerated and Shared Growth Initiative of South Africa, 2006

The overarching objectives of AsgiSA are to raise and accelerate the current economic growth
trajectory to reach a record high level, to stimulate sectors and create opportunities that are more
labour intensive, hence moving towards decreasing the unemployment rate whilst encouraging and
stimulating local communities and economies to ensure that growth is shared and inequalities are
diminished. Through AsgiSA’s efforts to accelerate and share economic growth a large scale social
transformation can be expected in the next decade. This social transformation will have a significant
impact on marginalized and rural communities located in the heart of the country’s second

economy.

AsgiSA’s approach to economic development and growth recognizes that communities have the
ability to be their own mechanisms of change, providing an economic environment expectant of a
much higher level of community involvement during the development process. In order to align with

the overarching objectives of AsgiSA, local, national and provincial government has taken a much
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more vigorous approach towards creating an enabling environment, conducive for expanding the
business sector, integrating the first and second economies as well as a much more integrated
public-private sector relationship.

Main Implications for BRE&A:

All actions recommended in the Strategy must be designed and implemented in a manner that will result
in the achievement of AsgiSA’s overarching objectives of shared growth. Particular attention should be
paid to the possibility of stimulating sectors which are labour intensive.

National Spatial Development Perspective, 2003

The National Spatial Development Perspective (NSDP) provides the National Government of South
Africa with the vision and principles required to meet its national objectives in terms of economic
growth, sustainable service delivery, and poverty alleviation, the eradication of historic and past
inequalities, spatial distortions and job creation. In order for Government to meet its’ social and
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economic objectives it is vital to have quite an extensive appreciation of the existing development
potential as well as spatial challenges located within each of the provinces and/or districts.

Investment within the spatial economy must be led by the principles and guidelines denoted in the
NSDP. The NSDP states that even though investment into infrastructure should occur extensively,
the application of limited resources and fixed capital formation should be focused in areas where
they will yield the highest impact in terms of economic output, the creation of jobs and the reduction
of poverty.

In order to meet the various spatial-economic challenges government has to:

. Ensure the provision of essential services and social transfers, thus improving households’
ability to produce.

. Ensure that bulk public investment is focused on human capital development, i.e. skills and
knowledge acquisition.

. Aim to reduce migratory costs — entrance into labour market intelligence, reception centres
etc.
. Implement sound rural development policies and programmes focusing on land and agrarian

reform and expansion.
. Establish a service node network designed to facilitate access to vital development services
i.e. health, education, welfare, financial and other relevant social services.

. Establish functional linkages to major centres where it is possible to more easily access

markets, skills and financial capital.
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Regional Industrial Development Strategy, 2006

Given the presence of numerous spatial-economic-development inequalities within South Africa, the

South African Government set out to develop a more spatially focused economic development
programme namely the RIDS. RIDS is the mechanism designated by the national government to
respond to spatial differentiations in the economic welfare levels of the country. It aims to support
and capitalize on growing and leading regions, and to assist and support regions indicating

economic development delays and restraints.

Given the spatial dimension, RIDS recognizes the migratory factor present in the South African
economy, as well as the fact that poor communities are not only confined to lagging regions, but
can also be prominent in regions with leading and growing economies. The strategy acknowledges
the impacts of endogenous factors i.e. the local labour force etc. on the economy — leading to a
bottoms-up approach in terms of economic development. This approach identifies and builds on the
existing resource and skills-base of the region involved. The RIDS also recognizes that change is
dynamic and irrefutable — prompting the strategy to be reviewed on a periodic basis in order to keep

up with the ever-changing global economy.

The objectives of the RIDS are as follows:

. Attempt, as far as possible to reduce economic disparities between regions, address the

needs of both the first and second economies and to narrow the gap between them.

. Pay particular attention to the needs of those regions which are lagging behind the national
norms.

. Enhance current regional strengths and lead sectors of the economy.

. Promote sustainable economic growth and employment in provinces and municipalities.

. Build regional competitive capabilities and firm-level support measures; and

. Enhance regional performance by attracting foreign direct investment.

Three distinct regions are referred to throughout the RIDS, and were identified based on the level of
economic development and cohesion of the region. Interventions into these regions will differ

significantly depending on their economic and development status.
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Regional Typology according to the RIDS, 2006:

. Regions with Potential — based on known economic strengths, competitiveness and
economic clusters/lead sectors. They may include areas of industrial concentration.

. Regions of Latent Potential — based on available resources and comparative advantages
which are not being used to their full potential but which, through catalytic support, could
become more economically vibrant. Such regions may include IDZ's and SDI’s, and will often
benefit from improvements in the local beneficiation of available timber, agricultural and
mineral products or the promotion of key assets, e.g. tourism.

. Declining Regions — based on either economic decline as a result of mine or industrial
closures in a patrticular area or areas of long-term structural inequality such as any of the
former homelands. In such areas enhancing service support, skills development, business

retention and expansion and perhaps support for agriculture would need to be the focus.

Figure 2.1 represents the core economic regions, delineated by the strategy. Evidently the
comparative and competitive advantages illustrated by the regions were a direct result of the
dominant economic activity and industrial concentration nodes within these regions. That this
concentration of activities led to a clustering of related economic activities is clearly a key regional

competitive advantage as indicated in Figure 2.1.

The RIDS proposes the development of partnerships and growth coalitions within regions due to the
dynamic and robust growth patterns that occur as soon as initiatives are driven by local role-players
i.e. civil society, private sector and local authorities. Government intervention within these coalitions
will vary, based on the degree of local private sector diversification. This role can vary between
providing assistance and support to well diversified economies or to a more active and prominent

role in regions were the private sector is less prominent.
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Microeconomic Reform Strategy, 2001

The MRS was designed as the second phase of the South African Governments’ actions to attain

sustainable economic growth and to achieve its desire socio-economic objectives. The Vision 2014,
around which the MRS is centered, states that:
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“By 2014, following the successful implementation of the MRS and complemented by continued
macroeconomic stability and a process of sustainable social development South Africa will have a
restructured and adaptive economy characterized by growth, employment and equity, built on the
full potential of all persons, communities and geographic areas”. (MRS, 2001)

The MRS takes into account the dual South African economy, identifying various growth

impediments within this dual economic system in need of addressing:

. First (developed) Economy
- Hindrances to cost competitiveness i.e. tariffs charged influencing the effectiveness of
value chains etc.
. Second (underdeveloped) Economy
- Lack of basic infrastructure — especially with regards to roads and communication
networks.
- Impediments regarding cost competitiveness in the labour market due to a mismatch of
demand and supply, low skills and educational levels of the labour force.
- The under-provision in the fields of technology.
- Insufficient investment in capital goods further amplifying the under investment in the
human resource (labour force) base i.e. investment in knowledge and skills.
- Low levels of integration in manufacturing processes — leads to insufficient value-

adding activities.

The MRS was designed to deepen structural changes %in the economy whilst strengthening the
institutional capacity as to deliver services and products that will aid in the process of social and
economic development. The Integrated Action Plan was developed to provide the necessary
guidelines for implementing the MRS in order to achieve the National Governments social and

economic objectives. The Integrated Action Plan addresses the following elements:
. Macroeconomic Fine Tuning
This highlights the fine-tuning of macroeconomic policy in order to address the consequences of a

volatile and undervalued exchange rate for inflations and input sector prices.

. Cross-Cutting Sectors

% Structural changes are designed to increase the levels of savings, investment and job creation
with South Africa.
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This action refers to the MRS'’s pro-active approach towards future investment and development in
the following areas:

- Technology, research and development and innovation;

- Human resource development;

- Access to financing for SMME and BEE-focused business; and

- Implementation of infrastructure.

. Key Input Sectors
Due to the impact that these sectors have on the country’s level of competitiveness it is vital to
review and re-asses the various mandates of parastatals located in the energy, communication and

transport sectors.

. Key Growth Sectors

The MRS prioritises five growth sectors that were identified as having a great deal of potential in
terms of increasing production levels, employment and export. These growth sectors include
exports, agriculture, tourism, information and communication technology and cultural based
industries. In addition to the core actions proposed by the MRS for implementation, six additional

key performance areas with respect to equity and growth were identified. These performance areas

include:

. Growth;

. Competitiveness;

. Employment;

. Small business development;
. BEE;

. Geographical spread.

The MRS also highlights’ the Governments’ role in the implementation of the strategy setting out the

specific guidelines to ensure that the Vision2014 Strategy is achieved.
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Integrated Manufacturing Strategy, 2003

The DTl deemed it necessary to develop a strategy that will reform and reshape the current
approach taken in terms of manufacturing, in order to address the various constraints identified
within the South African economy. These constraints limit the progress of reaching goals such as
global production competitiveness and effectiveness etc. The IMS aims to provide a wider and more
coordinated approach to address these constraints by stimulating the production of goods and
services whilst creating conditions conducive for growth, development and expansion of this sector.

The Manufacturing Sector provides a platform for stimulating and accelerating growth of various

activities such as value addition, economic empowerment and employment creation. The strategy
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aims to integrate various interventions related to competitiveness in order to achieve its objectives

of accelerating growth, increasing competitiveness and stimulating the sector:

. Market access
This intervention not only focuses on increasing access to large global markets, but also aims at

developing and establishing trade linkages with other countries in Africa and the South.

. Regional production

The regional production intervention is aimed at neutralising the threat of regional
deindustrialisation as well as the exploitation of opportunities that will lead to more effective and
competitive production, whilst building on the collective potential presented by regional value

chains.

. Beneficiation & Value addition
This intervention aims to shift the focus of manufacturing/development practises from a natural
resource endowment basis to that of beneficiation and value adding-processes. This intervention
aims to target:

- Import-parity pricing;

- Increased BEE, SMME and women-focused business opportunities;

- Innovation

- Local issues.

. Equity & Economic Participation
The IMS aims to utilise value-chain analysis opportunities to increase equity and economic

participation.

. Knowledge-Intensity and Services Integration

According to the IMS knowledge-intensity impacts and affects all processes related to the
production process, from the extraction of the resource to the delivery of the final product. The
current trend amongst enterprises, is the utilisation of integrated computerised systems to manage
day-to-day, monthly and annual operations — this trend has contributed significantly towards
knowledge-intensity in production and has indicated crucial implications for employment, R&D,

innovation, cost of telephony, skills development, and the importance of ICT diffusion.
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. Integrated value matrices.

This value-matrix intervention illustrated that traditional sectoral classification is not always the best
basis in terms of facilitating change — a more effective approach is the recognition of key enterprise
networks and their logistical connectivity. This intervention also provides a mechanism with which
government can attempt to accelerate and stimulate growth, equity, employment and development
in the county’s economy.

Advanced Manufacturing Technology Strategy, 2003

25 I Urban-Econ: Development Economists | 021 342 86 68 | pretoria@urban-econ.com



Business Retention, Expansion and Attraction Strategy for Babelegi and GaRankuwa Industrial Estates
Comprehensive Report
June 2008

The AMTS was designed to identify priority sectors within the South African economy, stimulating
the process of technological upgrading, facilitate technological resource flow via new knowledge
networks and build a creative and innovative environment through a supply of skilled manpower,

technology infrastructure and funds.

The AMTS is centered on a select number of sectors and technology focus areas.? Industry Sectors

to be focused on include:

. Automotive (& Transport);
. Metals (& Minerals);
. Chemicals;

. Clothing & Textiles;
. Craft;
. Aerospace;

. Capital Goods.

Technology focus areas include:

. Advanced materials;

. Product technologies;

. Production technologies;

. Logistics;

. Cleaner production technologies;
. ICT in Manufacturing;

. SMME Development;
. SQAM Technology issues4.

Standards, quality assurance, accreditation and metrology (SQAM) were identified as cross-cutting
focus areas, and it is envisaged that additional sectors and focus areas will be added in future. The
strategy will be implemented through a combination of interventions including Centers of Innovation,

Innovation Networks and specific initiatives & programmes.

3 Sectors identified in the IMS & technology focus areas determined based on those which are deemed to have a more
significant impact on the SA Manufacturing Sector.

4 The Aerospace and Capital Goods Sector and SMME development and Standards, Quality, Accreditation & Metrology
(SQAM) technology areas are currently under development.
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The AMTS recognizes the importance of HRD for the South African Manufacturing Sector to excel
and advance. In response to the sectors requirement of HRD, the strategy proposed to focus on
industry-driven and academic institution-supported HRD.

Motor Industry Development Plan, 1995

The MIDP was first implemented in 1995 to assist the South African Motor Industry to re-integrate
into the global economy. The MIDP was designed to aid and guide the Industry through its
adaptation and adjustment phases by increasing its competitiveness in the new Post-Apartheid
trade policy environment. The MIDP encompassed the following elements:

e The gradual reduction of import duties on vehicles and vehicle-related components,
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e  The export-import complementation scheme,

e Access to the standard duty drawback programme for exporters, under which all import
duties paid on components and intermediate inputs used in exported vehicles and
components can be rebated; and

e Duty free allowance on imported components of 27% of the value of vehicles produced for
the domestic market.

All the component-related incentives are only applicable if sold directly to OEM Manufacturers, thus
excluding after market components from the programme. ° The primary objective of the MIDP was
to provide the Industry with incentives intended to down-size production into smaller product units
or clusters — and achieve economies of scale through exporting. The inner workings of the MIDP:

Broad Based Black Economic Empowerment —The Strategy & Legislation
2003

The rationale behind the development of the BEE and the BBBEE legislation and strategic
documentation is founded in the ability of the South African economy to achieve its full potential, by

® South Africa has indicated regional (and possible) global comparative advantage in the
exportation of after-market parts and products to Europe and other countries.
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means of including all citizens in the process of growing, expanding and accelerating the South

African economy.

The Apartheid economy was characterized by being restricted and selective in terms of participants
— leading to not only racial segregation by means of income and financial wealth but also to
segregation in terms of no or restricted knowledge transfer to HDI's. Since South Africa’s re-
introduction into the global economy it has become evident that for the national economy to excel,
advance and expand its reach it is vital to address existing challenges i.e. inequality and
underdevelopment of various marginalized groups. In order to address these challenges various

strategies and legislation were developed in support of BEE.

BEE is an integrated socio-economic process aimed at directly targeting economic development
while leveling-out the transformation process. BEE is envisaged to encapsulate elements such as
HRD, enterprise development, preferential procurement, investment, ownership and control of

economic assets and enterprises as well as employment equity.

The objectives of the BBBEE as stipulated by the BBBEE Act (Act 53 of 2003) are to facilitate

broad-base economic empowerment by —

. Promoting economic transformation in order to enable meaningful participation of black
people in the economy;

. Achieving a substantial change in the racial composition of ownership and management
structures and in the skilled occupations of existing and new enterprises;

. Increasing the extent to which communities, workers, cooperatives and other collective
enterprises own and manage existing and new enterprises and increasing their access to
economic activities, infrastructure and skills training;

. Increasing the extent to which black women own and manage existing and new enterprises,
and increasing their access to economic activities, infrastructure and skills training;

. Promoting investment programmes that lead to broad-based and meaningful participation in
the economy by black people in order to achieve sustainable development and general
prosperity;

. Empowering rural and local communities by enabling access to economic activities, land,
infrastructure, ownership and skills; and

. Promoting access to finance for black economic empowerment.
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National Industrial Participation Programme, 1996

The NIPP forms part of the DTI's key interventions developed to achieve the departments’ mandate
of stimulating growth, investment and exports. The NIPP was developed to assist the DTI in its
endeavors to reshape the country’s economy on a strategic level.

The mission of the programme is to “...leverage economic benefits and support the development of
South African industry by effectively utilizing the instrument of Government Procurement.”In order to

achieve the overarching mission the programme aims to achieve the following objectives:
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. Sustainable economic growth;
. Establishment of new trading partners;
. Foreign investment into South Africa;
. Exports of South African “value added” goods and services;
. Job creation
. HRD;
. Technology transfer; and
. Economic advantages of previously disadvantaged communities.
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National Industrial Policy Framework, 2006

Regional inequalities within the national spatial economic development landscape, as well as
opportunities and constraints imposed by market forces, engenders the reassessment of spatial
planning issues in South Africa. This resulted in the development of the NIPF, a programme aimed
at accelerating the processes which will ultimately lead to achieving a 6% economic growth rate and
halving poverty and unemployment by 2014, as stipulated by AsgiSA. The NIPF provides strategic
guidelines to assist in the development of secondary industries within the country, including the

clarification of roles, responsibilities and interactions between public and private sectors.

The objective of the NIPF, as stated in the State of the Nation Address 2007, is to:

« Intensify implementation of customised sector measures to facilitate investment in BPO, tourism,
bio-fuels, chemicals and to finalise practical programmes for forestry and paper, clothing and

textiles, metals and engineering.

« Develop an overarching strategy to prioritise key interventions in mining and mineral beneficiation,
agriculture & agro-processing, the white goods sector, creative industries, community &
social services and pharmaceuticals. This must include a drive to increase the national
capacity to produce capital goods.

« Develop programmes to facilitate investment in sectors along the supply chain for the infrastructure

programmes, including capital goods in ICT, transport and energy.

« Government will also take a variety of steps to improve competition in the economy, among other to
lower the cost of doing business and promote investment, including practical introduction of
the Regulatory Impact Assessment System, developing high-speed and international
broadband capacity, finalising the plan to improve the capacity of the rail and port operators,

and strengthening the effectiveness of our completion authorities.
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2.2.  Provincial Government Policy & Literature
Review

Gauteng Spatial Development Perspective, 2006

The need for a common spatial perspective, reflecting the views of the various Metro and District
developmental views and needs resulted in the development of the GSDP. The perspective was
developed to highlight areas of economic significance as well as indicate the location of poverty and
need-stricken communities within the province. The primary objective of the GSDP is to “...serve as
a common platform for planning and investment...” It is envisioned that the GSDP will provide all
stakeholders within the province with a common and uniform understanding of the nature and
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functioning of the provincial space economy. This common understanding will serve as the key

input for:

. Setting the development trajectory for the province, by providing a spatial dimension to the

Gauteng Development and Growth Strategy,

. The formulation of a spatial strategy in the form of a PSDF,
. The municipal IDP’s, and
. Sector specific strategies and responses i.e. transport etc. (CSIR, 2006)

. (Gauteng Spatial Development Perspective, CSIR, 2006)
The GSDP is designed to ensure that planning initiatives are aligned with government spending
pattern, based on a specific spatial logic, objectives and outcomes. The GSDP highlights the

complex set of challenges with which the Province is faced — these challenges include:

. High, but unequal growth;

. Environmental degradation;

. Fragmentation and long travelling distances;

. Huge differences in quality of living, and

. Institutional challenges in the form of prioritisation focus and coordination of all three

government spheres.

The GSDP provides an analysis of the various challenges facing the province in accordance with
the principles provided by the NSDP: a set of province-specific, contextualized principles designed
to assist the Gauteng Government in its decision making process with regards to development
spending and fixed investment activities.

The GSDP is underpinned by numerous integrated provincial development strategies and policies
aimed at guiding the Province towards accelerated, shared and sustainable economic growth. The

key objectives of these strategies are:

. Shared and inclusive economic growth;
. Quality of living for all;

. Sustainability and efficiency;

. Good governance.
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These four objectives highlight three primary challenges present in the provincial economy, in need

of assessment and addressing:

. Challenge One: Supporting Economic Activity and Accelerating Growth
. Challenge Two: Sharing Growth

. Challenge Three: Ensuring Sustainability

The province-specific development principles of the GSDP were used as the foundation for
formulating a set of principle led responses, which are spatially focused, whilst ensuring

development spending and investment is done according to priorities.

The GSDP stipulates that investment and social spending should focus on areas that have
economic significance in the province as well as areas that have a high poverty concentration.

However these actions should be undertaken in the context of the following:

. The capacity of the natural resources available in the province, with full cognizance of the
impact on the broader region.

. The right to quality of life for all the province’s citizens, both in terms of having access to
basic services and healthy environment; and

. Critical areas to be protected (as highlighted in the Provincial C plan).

In line with the NSDP, the GSDP has delivered the following province-specific principles in terms of
the Gauteng space economy. High level principle-led investment and development spending

responses were developed in order to target specific localities in Gauteng.

Principle One:
Existing spatial concentrations of economic activity, areas showing potential for the expansion of
economic activity and areas that play a supportive role in the regional economy should be

prioritized for public sector fixed investment that supports economic activity.
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Key Localities for responses in terms of Principle One are as follows:
A —  Central Core Area of Significant Economic Activity
B -  Vereeniging / Vanderbijl Node
C =
Soshanguve, Cullinan, Bronkhorstspruit, Randfontein, Krugersdorp,
Muldersdrift, Westonaria Heidelberg, Nigel and Lanasia were of the smaller nodes
identified throughout Gauteng demonstrating significant economic activity and relevant
to their communities for employment. Strategic interventions in these areas are to
include:
1.) Infrastructure & Transport Solutions to support the interaction with the

economic core areas outside the province.

2.) Investment in & maintenance of services to fit the specific needs of the

economic sectors (& accessible ICT, reliable & quality water & power
supply etc).
D — Area of expansion of Economic Activity: Northern Johannesburg/Midrand

E — Supportive Urban fabric

Principle Two:

Promote socio-economic inclusion in the Gauteng Province with its significant overlap in economic
activity and poverty and high levels of spatial fragmentation and exclusion. This inclusion will have
to be achieved by firstly creating overlaps between economic activity and poverty through improving
spatial accessibility profiles of poverty concentrations and secondly, to invest in people in residing in
poverty stricken areas.
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Localities for responses in terms of Principle Two are as follows:

A-— Inner City Poor

B - Areas of High Integration Opportunity

C- Areas with High Accessibility Opportunity

(D Areas
Areas include Sharperville / Bophelong, Kathorus, Villa Liza / Windmill Park,
Kwatsaduza, Slovo Park / Everest, Daveyton / Etwatwa, Atteridgeville, Mamelodi,
Kagiso / Slovoville, Krugersdorp / Munsieville, :

Soshanguve/Mabopane.

These areas were grouped as having a medium degree of accessibility & a

relative high percentage of tertiary qualified workers. Strategic interventions

include:

1.) Soshanguve & Temba/Babelegi are 2 of 5 areas in the province where
Economic activity & poverty overlap i.e. classified as PRIORITY
INVESTMENT areas.

2.) Infrastructure investment & transport management in order to increase
accessibility.

3.) Communications & information technology infrastructure has to be
developed.

4.) Provide access to information on economic activity.

5.) Education & Skills development.

6.) Cost/benefit analysis in terms of transport & communications effort vs.

decentralisation of economic activities to poverty areas.

Principle Three:
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Stimulate emerging and new spatial overlaps of economic activity and poverty by focused
investment in poverty concentrations that show potential for economic development in their spatial

and socio-economic contents.

Principle Four:

Develop a sustainable urban region through promoting equitable access to basic services, the
protection of natural and cultural resources, and an urban form that support greater efficiencies in
land use and service provision.

The GSDP can thus be viewed as the practical application of the guidelines provided by the NSDP
and demonstrates that both economic activity and poverty are spatially concentrated throughout the
Province. The GSDP also provides a platform for coordinated, and resolute fixed investment and

development spending within the Gauteng spatial economy.

Gauteng Growth and Development Strategy, 2004

The GDS is a practical action-orientated strategy which aims to incorporate all sectors of society
within the province in its efforts to build a strong vibrant economy, accelerate and share economic
growth whilst creating numerous sustainable jobs in the process. The GDS is aimed at addressing
the various challenges with which the province is faced i.e. high levels of unemployment, poverty,
the uneven distribution of economic wealth and skew growth trajectory. The Strategy recognizes
that in order to achieve its objectives a holistic, sustainable and all-inclusive and participatory

approach has to be taken towards development.

The strategic focus of the GDS:

“...to build on the smart province concept, through improving all growth sectors enhancing their
employment generating potential, transformation of the economic sector in respect of representivity
of our population, appropriate provision of economic and social infrastructure and building of

sustainable communities in our Province, and contributing to this on a nation and Continental level.”

The GDS is guided by an all inclusive idealistic vision: To ultimately create a better life for all

citizens, including the Continent, through:
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Long-term, sustainable growth of our provincial economy;

Meeting the socio-economic development needs of our people;

Creating jobs; and

Reducing unemployment and poverty.

In the GDS’s efforts to achieve the vision the following strategic objectives have been identified:

. Provision of social and economic infrastructure and services that will build sustainable

communities and contribute to halving poverty;

Accelerated labour absorbing economic growth that increases per annum and that will create

long-term sustainable jobs and contribute to halving of unemployment;

Sustainable socio-economic development;

. Enhanced government efficiency and cooperative governance;

Deepening participatory democracy, provincial and national unity and citizenship;

Contributing to the successful achievement of NePAD’s goals and objectives.

The GDS in centered on 12 mechanisms aimed at delivering the strategic vision and objectives
outlined by the strategy. These mechanisms provide the necessary impetus to increase investment
whilst supporting and sustaining accelerated and shared growth efforts in the Gauteng economy.

These mechanisms include:

Investment & Support to Targeted Economic Growth Sectors
Targeted sectors include SMART industries®, Trade & Services’, Tourism, and Agricultures,
Manufacturing® as well as Infrastructure expansion & investment. The GDS aims at targeting these

sectors by developing sector-specific/focused business plans.

SMME Support
The GDS recognises the importance of SMME in economic development, business expansion,
employment creation, social inclusion and poverty reduction. The GDS also realises the need for

SMME supportive services and aims to achieve this by establishing smart partnerships, the

6 SMART industries include ICT, pharmaceuticals etc.

" Includes Finance and Film.

8 Includes agro-processing and bio-tech.

® Includes steel related industries, automotive parts/components and Beer and mait.
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establishment of anSMME Agency, the facilitation of partnerships and assistance in gaining

financing.

Skills development
In line with the National Skills Development Strategy and the country’s HRD Strategy, the GDS
reflects the importance of broadening its skills base and building local capacity. This mechanism

further aims at providing the skills needed to build, grow and sustain the Gauteng economy.

BBBEE

This mechanism aims to assist in the transformation of the economy — ensuring equal
representation on all levels within the Gauteng economy.

Social Grants and Social Services

While the GDS primarily aims to grow the economy and reduce poverty through job creation the
province continues to provide and enlarge the social safety net. The provision of social services and
grants however will be provided in the context of the paradigm shift towards a more developmental
focus. The aim of these grants and services are to prevent, and more specifically provide, short-

term alleviation of poverty.

EPWP
The EPWP contributes to the local economy in many ways: it creates jobs via CBPWP, provides
poor communities with access to social infrastructure, creates skills development opportunities, and

enterprise development prospects.

E-Governance
The aim of e-governance is to ensure that services are accessible to all in the Gauteng Province

whilst enhancing the relationship between civil society, the public and private sectors.

Multi-purpose community centers
MPCC'’s provide the community with a centrally located, effective and easily way to access

services.

Intergovernmental Relations
This mechanism aims to coordinate and improve intergovernmental relations between all three

spheres of government.

40 I Urban-Econ: Development Economists | 021 342 86 68 | pretoria@urban-econ.com






