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CHAPTER 1:
INTRODUCTION

1.1
Background

The Department of Economic Development and Tourism (DEDT) has commissioned SiVEST SA (Pty) Ltd to undertake a Local Economic Development Study for the Amajuba District Municipality (ADM) in KwaZulu-Natal. 

In terms of the guidelines issued by the Department of Traditional and Local Government Affairs, an LED Plan is a sector plan to form part of the IDP process.  From a strategic perspective, the LED Plan itself must provide a framework that is incorporated in to the IDP providing a strategic yet meaningful guideline to the ADM in terms of where it should focus its LED initiatives.

To this end, the LED plan must therefore manifest itself within the IDP, yet be independent as a plan that is purposeful and implementable.

The objective of the LED plan is to provide a framework, with the aim of integrating and co-ordinating activities and decisions made by development agencies within the district.  Part of the problem relates to the lack of clarity in terms of roles, functions, and procedures to be followed by the various roleplayers in the filed of promoting economic development.

The LED Plan should also provide a matrix to assist with the prioritisation and selection of projects within the various sectors thereby enabling strategic and focussed decision making.  In furtherance of this objective, a communication strategy is to be developed to further amplify co-ordinated decision making.  

In accordance with the revised Terms of Reference, the following outcomes are anticipated:

· An LED Framework/Policy;

· Develop a Matrix for project evaluation;

· A Communication Strategy;

· Conduct Workshops with stakeholders; and

· Identify and prioritise three business opportunities per local municipality and two for the district. 

1.2
LED In A KZN Context

An understanding of Local Economic Development (LED) is generally followed by one of the following two approaches:

· where the primary consideration in LED strategy development was an economic need; or

· where strategies and decisions were based largely on economic opportunity.

The “economic need” approach is essentially poverty alleviation driven and tends to focus on micro enterprise development, coupled with self-employment.  More recently small-scale agriculture for food security has been under scrutiny.  However, little attention is paid to the formal sector beyond attempts to secure external investment.  If established business is involved at all, it is most likely to be a from a social responsibility perspective.

This approach has to confront the fact that those in greatest need are seldom well equipped to engage in small business activities.  Their levels of business and enterprise skills are often low, local resources are scarce by definition, access to external support is difficult and market opportunities are limited by the impoverishment of the communities in which they reside.  The cost in relation to the benefits tends to be high.

On the other hand, the “opportunity driven” approach tends to look at a wider range of LED strategies which in addition to micro-enterprise development and investment attraction would also include actions to retain and grow existing business, develop tourism etc.  Opportunities are exploited where they are found, as opposed to where they are needed and the benefits may or may not reach the most disadvantaged communities.

These approaches however are not mutually exclusive and the ideal should have features of both.  However they prompt consideration of the part LED should play in addressing poverty, particularly in the most disadvantaged communities.  Here a co-ordinated mix of LED and other measures may be appropriate.

Furthermore, sustainable local economic development does not necessarily result from fast track procedures!  The attraction and subsequent expansion and retention of business and industry is crucial to the creation of new employment opportunities and the stimulation of the local economy.  It should be noted that the strategy formation is a process that can be applied and re-applied in order to continually refine and refocus economic intervention and policy in the ADM.  It should therefore not be regarded as an end in itself, but rather as a dynamic and pro-active tool used by the ADM to promote economic development.

1.3
Approach And Methodology

The purpose of this section is to outline the principles and approach that is to be adopted as par of the LED Plan.  The approach whilst, being opportunity driven will aim to provide an enabling and strategic framework from within which to locate these opportunities within a broader economic framework.  The objective being to present an updated and integrated plan that takes due consideration of the issues currently prevailing as well as other related studies that are underway.

The first three chapters seek to develop broad development principles and economic principles that must be taken into consideration when identifying opportunities and taking due consideration of the locational and situational dynamics latent within the development area.

Accordingly, the report is structured as follows:

Chapter 2 :
A Framework for Economic Development

Chapter 3 : 
Activities undertaken by ADM to be competitive

Chapter 4 : 
An overview of the ADM Economy

Chapter 5 :
A SWOT analysis and opportunity matrix

Chapter 6 :
Expansion on the prioritised opportunities identified

Chapter 7 : 
Way forward

It must be noted that difficulties have been experienced in undertaking this project. The key element was the difficulty in obtaining information, particularly quantitative updated information, relating to the extent, value and size of the economy, as limited primary research and data collection has been undertaken within the district.  

Information that is currently available also tends to be outdated and calculated from different bases, thus making any trend analysis difficult. Furthermore, a number of initiatives considering different elements of the economy are understood to be currently underway or have recently been undertaken, however, these have not been co-ordinated or consolidated.  Where appropriate, these have been incorporated (albeit in some cases based in draft reports).

Given these limitations, the team however has attempted to present a meaningful and useful LED Plan that will aim to set the framework, guidelines and parameters for economic development within the ADM.

CHAPTER 2 :
A FRAMEWORK FOR ECONOMIC DEVELOPMENT

There are certain principles of economic development that must be given due consideration when preparing an economic framework.  For the purposes of this section of the report, a cluster based  approach will be undertaken such that it applies a traditional cluster based approach to local economic development. 

The cluster based approach is a well recognised international and national approach, which has been applied to formulate comprehensive and integrated sectoral development strategies.  This approach will be applied to the ADM LED Plan due to its technical appropriateness and the participative approach, which was adopted in the development of the economic plan.

The remainder of the section sets out to explain the nature, goals and principles of the cluster based approach.  It also indicates how this approach translates into a participative and practical approach.  It is important to understand that this approach is not merely a conceptual approach but that it has great applicability to the practical economic problems faced by local, provincial and national authorities.

2.1
Competitive Strategy and Cluster Approach

Prof Porter originally developed the competitive and cluster development approach in the late 1980’s and 1990’s.  This approach which relied heavily on technical analysis and investigation, has since been amended to balance the involvement and participation of the key role players and interested parties.

The competitiveness and cluster approach is based on the principle that no firm exists in isolation and the complete system of linkages and interactions that determines its competitiveness should be investigated and studies as a whole.  Thus the approach works well for sector based studies and such as the tourism and agricultural sectors.  However, to investigate the competitiveness of the whole economy, it is necessary to consider the wider impacts of the nature and availability of the factors of production, the overall market and logistical conditions, the policy environment of government and the nature and structure of the economics of the municipality.

The cluster investigation that is applied at a sector level entails more detailed investigation into the firm strategy, structure and rivalry component of the competitive diamond.  A cluster usually has at its core, an economic sector or a network of activities that together have the potential to benefit from the linkages that can be developed between them.  Essentially, what this means is that an economic sector, to be a successful one, must be surrounded by the pre-conditions that support its growth and development.

2.2 Implementation of the Competitive and Cluster Based Approach

The implementation of the approach for the ADM economic plan was undertaken with the participation and involvement of various stakeholders and key role players.  

2.2.1
Technical Analysis and Investigation

The technical analysis component of the cluster approach refers to a process whereby the extent and nature of all the businesses, industries and linkages are identified, quantified and presented in an easily understandable format.  

Linkages and economic interdependence of production activities are recorded in marketing terms.  The information is used to identify structural problems, comparative advantages pertaining to the specific sector.  The underlying principles are to identify development opportunities that are based on the gaps, structural problems and comparative advantages as highlighted during the analysis and investigation process.  This incorporates a benchmarking process to identify gaps in the clusters compared to a complete or mature cluster.

2.2.2
Networking through Cluster Committees and Forums

The principle of networking and participation of the key role players in the sector and the district is becoming increasingly important in the move towards increased competitiveness in the economy.  In this regard, clustering initiatives can be regarded as a tool to set up local networks within specific sectors.  Clusters are formed by various organisations, committees, authorities and labour representatives to form quality relationships and networks in a specific industry.  The benefits of cluster networking include:-

· Collaboration by working together towards the same joint objectives;

· Co-operation through combined action to achieve the same goals;

· The establishment of alliances to manage large projects or orders beyond the capacity of individual firms;

· Networking between various firms e.g. sharing of ideas, marketing and information;

· Firms cab share assets, services or products within the cluster in order to improve their joint and individual competitiveness.
2.2.3
Structuring Cluster Committees

The backbone of the networking component of the cluster approach is the establishment of Cluster Forums and Committees.  The key role players and the service providers are structured into Cluster Forums and eventually develop into Cluster Committees in mature clusters.

This networking approach represents one of the latest trends in cluster analysis and is at the forefront of international cluster developments, the central theme being co-operation.  The growing trend appears to be an increased openness between  industries and role players in a cluster and between the cluster and the public sector.  The emphasis has therefore moved from competition between firms in the same sector to co-operation within the same sector creating joint forums from which they share information.  This sharing has reached the stage (in Europe) where in-house functions such as production, marketing, research, etc. are pooled between industries in a cluster.  This has proved to reduce costs and increase productivity.

Networks are fast becoming a key business tool for small and medium-sized companies to work together to boost their bottom line.  

2.2.4
Shared Learning Experience

The cluster development approach as outlined has a fundamental principle, the sharing of information between the role players and a building of synergies between them.  The shared learning experience is therefore an integral component of the cluster approach.  

2.2.5
Opportunity Identification and Prioritisation

The identification of opportunities is aimed at exploiting competitive advantages of the ADM.  The development opportunities will be interpreted in terms of specific sectors and the viability of these opportunities would be based on market conditions, potential economic and financial impacts as well as sustainability.

It is needless to say that the cluster approach would only operate in an enabling and co-operative framework supported by government and stakeholders.  It is therefore imperative that the key structuring elements to making strategic economic decisions are based on the key trends that promote the development of a competitive and assertive municipality.  These are summarised as:-

· Innovation and skills training;

· Partnership creation;

· Cluster based agglomeration economy;

· Effective governance;

· Competitive municipalities.

2.2.5.1
Innovation and Skills Training

Economic globalisation has intensified economic competition and uncertainty and has subsequently placed a premium on learning, innovation and knowledge.  This implies that a highly skilled workforce is a favourable attribute for a municipality to have in order to attract investment and bolster the local economy.  Further, the presence of a skilled workforce is an indication that a municipality is matching its local skills base to the needs of local industry, through skills training and capacity building.

Industry will therefore benefit not only from a vast pool of skilled labour but also from industry specific support services that are a direct result of skills training and overall capacity building and local economic empowerment.  Given this, investment in innovation and skills development is essential to entrepreneurial growth and inward investment, as it will produce an able and willing workforce in the ADM.  This in turn will allow the local economy to graduate to a globally competitive knowledge-based information economy.

2.2.5.2
Partnership Creation

Activities associated with LED are often the end result of a wide array of strategic policy interventions and therefore cannot be tackled solely by an individual agency or organisation acting in isolation.  The partnership based approach is thus a key strategy of LED, particularly in the South African context where it is necessary for communities and the non-governmental and private sectors to minimise their reliance on the resources of the State.

As a result it is increasingly recognised that in order for a municipality to be competitive, it is necessary for the municipality to merge its resources with those of local business and community groups.  Almost all economic development now depends on some form of public and private co-operation to succeed, so that the combined strengths will each promote LED, collectively!

However, it is of significance to note that partnerships should not be an end in themselves.  Rather, they should be entered into for the clear goal of saving money and enhancing efficiency.  This argument does not call for minimalist local government, but for a more strategic local government approach focussed on effective policy management.  Local Municipalities must focus on their core governance functions and skills and utilise a range of partnership arrangements to ensure effective delivery.

Further, partnerships themselves must plan and act strategically.  They must behave like corporations and actively seek the long term economic well being of the institution.  They must strive to understand what makes their local economy work, what sectors are important, what competitive advantages and disadvantages they have and what investments are needed.

2.2.5.3
Cluster Based Agglomeration Economy

Clusters are groups of interconnected firms and industries in the same or similar fields that arise in particular economic areas and the process of economic globalisation has effectively intensified the propensity for clustering in recent years.  As a result, economic activities associated with agriculture, manufacturing and the service sectors tend to agglomerate in dense locational clusters, i.e. industry specific geographic centres of gravity.  Therefore, despite advances in communications technology, contemporary commercial and social (face-to-face) transacting is more efficiently and effectively accomplished where mutual proximity is assured.

2.2.5.4
Effective Governance

The changes that have been brought about by economic globalisation at the municipal level have required new modes of municipal governance.  The integrated global capitalist economy strongly influences public policy making and priority setting at the municipal level because local governments are placing a lot more emphasis on the need to be more competitive.  

Effective governance is generally indicated by:-

· Effective service delivery;

· Quality living environments;

· An e-government;

· Strong partnerships between city leaders and the corporate/private sector.

2.2.5.5
Competitive Municipalities

This may be seen as the culmination of the previous four trends at the municipal level.  This is to say that a competitive municipality is one that recognises that mobile capital searches out specific qualities of territories as places for investment.

Therefore, a competitive municipality is one that thinks and re-thinks how to position its products in a continually shifting global economic landscape, resulting in new directions in the strategic planning for the municipality.  A competitive municipality is one that then successfully connects it new strategic planning agenda to the tools through which the associated policy can have an influence.  These tools are public-private partnerships, innovation and skills training, cluster based agglomeration economies and effective governance.  All of these tools are enhanced and rendered more effective by investment in technological infrastructure.  Essentially, a competitive municipality generally possesses the following globally relevant attributes:-

· Enhanced hard and soft infrastructure;

· Highly skilled labour pools;

· Favourable trade tariffs;

· Strong private-public networks;

· Knowledge, research and development  regions.

2.3
A Balanced Approach to Implementation

Key to the success of the LED plan is a balanced approach to implementation.  To this end, the fundamental elements of the economic plan need to be “weighted” against each other so as to negate the dominance of a particular sector, project, opportunity or scale over another.  Therefore, the success of the economic plan is contingent upon the attainment of balance between:-

· Opportunities


catalytic vs. infrastructure vs. planning vs. facilitation 

vs. institutional reform vs. skills and training

· Key economic growth sectors
tourism vs. agriculture vs. manufacturing

· Scale



large vs. Medium vs. small

· Budget



local municipality vs. district vs. province vs. donor 

vs. private sector vs. loans

· Timeframes 


immediate vs. medium term vs. long term

These elements must in turn be balanced with:

· Ecological sustainability;

· Availability of local resources;

· The multiplier effect;

· The speed of implementation; and

· Low risk.

The question that one then needs to ask :
Is the Amajuba District Municipality a competitive municipality?

CHAPTER THREE - ACTIVITIES UNDERTAKEN BY ADM TO BE COMPETITIVE

The Amajuba District Municipality in its endeavour to becoming a strategic economic role player in the northern natal economy has made strides and efforts in co-ordinating, facilitating and contributing to economic development.  

There are various levels where their efforts are clearly demonstrated which include:-

a.
Institutional

b.
Communication

3.1
Institutional

3.1.1
Local Municipalities 

Each municipality and community has unique local conditions that can help or hinder its economic development. These local attributes will form the basis for designing and implementing a local economic development strategy. To build a strong local economy, each municipality or community can undertake a collaborative process to understand and act on its own strengths, weaknesses, opportunities and threats. It will then make its local area more attractive to business, workers, and supporting institutions. 

3.1.2
Organizing the Effort 

Local economic development depends for success on the collective efforts of public (governmental),  (business) and non-governmental (NGOs, trade unions, social, civic, religious) sectors. A community begins the strategic planning process by identifying the people, public institutions, businesses and industry, civic organizations, private professional organizations, training institutions, and other groups with vested interests in the local economy. 

The skills, experiences and resources that each stakeholder group brings to the process makes up the critical foundation of the strategy process. Establishing working relationships and structures that fully engage stakeholders in the process should also lead to improved local coordination and implementation. Formulating this partnership is a critical and often challenging key step, as stakeholders need to develop a shared view / vision on the objectives and process of the LED program. 

3.1.3
Leadership

Someone has to take responsibility for starting a focus on LED in the local area. Often (although not always) this is the local government. Even if the initiator is not the local government, it is crucial to have local government support for the process. LED is likely to be a new function for most local governments South Africa, it is especially important to focus on how to build up capacity to develop and implement LED strategies. 

LED involves so many disciplines (e.g. economic, financial and technical), LED network should be established which include local government officials such as planners, lawyers, financial experts, environmental experts, engineers, architects, communications experts and so on, giving plenty of opportunity to create multi-disciplinary teams that work across traditional departmental lines. 

Commitment by the municipality to allocating resources is critical. These resources might be limited at the start but should be sufficient to begin a LED program, e.g. basic office requirements, training in LED if necessary and some operational budget to facilitate stakeholder meetings and gather data for a preliminary SWOT analysis. 

There is little point in having staff work on developing a LED strategy if there is not a supportive political process to ensure that the strategy can both gain political support and associated resources. The brief for LED ideally should be given to a senior and prominent politician, ideally a chair of a significant committee, perhaps the policy and resources committee. These committees often oversee both the policy direction of the Council and the allocation of resources.
3.1.4
The Establishment of the Amajuba Local Economic Development Agency (ALEDA)
3.1.4.1
ALEDA
Previously noted as the ABC (Amajuba Business Centre), the Amajuba Local Economic Development Agency (ALEDA) is a body aimed at serving the role of a development agency serving the needs of the local and district municipality in a consolidated, organised and well managed institutional structure.

The establishment has in principle been agreed to by the respective local municipalities.  A two phased implementation strategy has been development and an implementation framework established to manage the planned role out.

Funding at this stage is partial and significant additional funding would be sought to make ALEDA a reality.

3.1.4.2
ALEDA Vision

The  Vision of ALEDA  can be described as:

“Precipitating opportunities for businesses and jobs”

Given that various support stakeholders already exist to support the functions of the agency, the role of the ALEDA will not be to “reinvent the wheel”, but to plan, inform, facilitate, capacitate and co-ordinate functions that can realize this dream. The functional design described in the report, indicates how the Vision and Mission will relate to service delivery functions.

3.1.4.3
ALEDA Mission

The Mission of ALEDA is described as:

“The provisioning of effective and efficient, economic and business development support services to the Amajuba District prospective and current business sector, in order to guide sustainable economic growth and job creation”

Envisioning: It was envisaged that the ALEDA should create an enabling economic environment that is conducive for business retention, expansion and attraction, to increase the access of the previously disadvantaged and to promote co-operation and the establishment of economic linkages.
Given that approximately 60 000 jobs need to be create to alleviate the current unemployment situation in the Amajuba District the ALEDA should strive to live a logo of “One family, one job”: 
The ALEDA should thus provide a highly professional and efficient support service to the existing, emerging, and prospective entrepreneurs and investor in the Amajuba District by:

· Strengthening a partnership between the public and private sector

· Creating an enabling economic environment 

· Ensuring sustainable economic growth 

· Increasing access to the previously disadvantaged

· Promoting co-operation and establishing linkages with relevant economic institutions/organizations to allow for LED coordination.
The ALEDA design is based on meeting the user requirements that were put forward by the Amajuba community and business stakeholders.  

3.2
Communication

The Amajuba Municipality has already formulated a communication strategy through the establishment of a Local Economic Development (LED) Forum. The details of this are provided below.

3.2.1
Establishment Of The Amajuba Forum for Local Economic Development (AFLED)
· AFLED was established to serve as an advisory forum to all local municipality Exco’s with respect to LED matters and to establish partnerships in the Tourism, Agriculture and commerce and industry sectors. 
3.2.2
Composition of AFLED
· AFLED comprises of the following:

· The Executive Portfolio Councillor for Planning and Development Services of the Amajuba District Municipality, who is the chairperson and convenor of the meeting;

· Executive Portfolio Councillors from all four Municipalities within Amajuba responsible for LED;

· Heads of Departments (HOD) from all four Municipalities within Amajuba responsible for LED;

· Officials within all four Municipalities within Amajuba responsible for LED at the discretion of the HOD’s of the Municipalities; and

· Officials from the Department of Economic Development and Tourism.

· The Chairperson of AFLED may, after consultation with AFLED, invited interested parties, Government Departments, NGO’s, Local Business Organisations and other stakeholders to attend the meetings of AFLED.

· The Forum may, in its discretion, allow members of the public to attend any meeting of the Forum.

3.2.3
Objectives And Responsibilities of AFLED
· The Objectives and Responsibilities of the Forum are to:

· Co-ordinate the formulation of Municipal LED Policies and strategies within the Municipalities;

· Encourage communication and alignment of LED projects among all LED role-players and Municipalities;

· Identify LED projects within the Municipalities as part of the IDP process;

· Evaluate LED applications, projects and business plans for recommendation to the respective ExCo’s for consideration;

· Monitor LED implementation;

· Source funding for specific LED projects within Amajuba; and 

· Provide guidelines on LED roles and responsibilities between the different LED stakeholders within Amajuba. 

· The Forum shall meet at least every second month, convened at a time and place designated by the Chairperson, provided that the chairperson may call further meetings of the Forum whenever he considers there to be circumstances warranting this.

3.2.4
National. Provincial and Local LED Powers and Functions 

3.2.4.1
Draft National Policy for LED in South Africa

South Africa is a unitary state that consists of three distinct, interrelated and interdependent spheres of government.  These three spheres of government, national, provincial and local which are bound by the constitution of the country to work together in the nation’s interest.  The main nation-wide priority is employment creation and poverty eradication.

The state together with its organs and agencies has a key enabling role to play in growing and developing the economy and fighting poverty.  The state’s duty is to create an enabling environment for people as individuals and as communities to organise themselves, take control of their destiny and work together with the people in a “people’s contract” to find solutions to their economic social and material needs.

Local Economic Development (LED) is an important instrument for putting the “people’s contract” into action.  It is a territorial concept and an approach by which local people continuously work together and with other external stakeholders to achieve sustainable economic growth and development.

All state action and economic activity converges in one or another municipal area.  State success in supporting economic development will depend on the extent to which the tree spheres of government align their development strategies, co-ordinate their actions and achieve integrated development outcomes in municipal areas.  Integrated outcomes are achieved when the development impact in a municipal area is bigger than the sum of the inputs and when social, economic, environmental, financial and institutional sustainability iss enhanced.

The draft national policy (version 3) aims to outline what the state an all its organs and agencies can do to support ordinary South Africans in engaging in economic activity.

3.2.4.2
What Should the National LED Policy Achieve?

In summary, the national goal for LED is that:

“by 2030 South Africa is truly one nation with one integrated economy”

In order to realise this goal, all of the state’s organ’s need to play an active and fulfilling role in realising their respective LED mandate.  The purpose of the national policy is to establish and build “Resilient and Vibrant” local economies.  The people in these local economies are the biggest resource for local economic development.  They are resourceful, skilled and able to take full advantage of economic opportunities.  They are innovative and able to participate in and or establish, run and grow thriving enterprises.

The Policy Goal for the national economy by 2014 is:

· Halving unemployment

· Strengthening the national economy

Each local economy has its own unique strengths an contributes to national growth and development in a special way.  The level, nature and form of the resilience and vibrancy of each local economy depends on the specific conditions and circumstances of that area.  Each with their own vision, strategies and implementation methods that is borne out of local experience. 

The broad national vision is localised and put in context to give meaning and expression to the specific strengths, hopes and tenacity of local communities,  This vision is proposed as part of the national policy for LED that seeks to create the attitude of the State of the South African public towards Local Economic Development.

3.2.4.3
Attitudes and Actions Required to Build Resilient and Vibrant Local Economies

In many ways, the understanding and vision of the way forward for the development of local economies has been foreseen in the South African Constitution and the White Paprer on Local Government.  Section 153 of the Constitution states that:

“a municipality must structure and manage its administration and budgeting and planning process to give priority to the basic needs of the community and to promote social and economic development in the community”.
The constitutional obligation has been further articulated in clear and convincing terms by the White Paper on Local Government (1998), which develops the concept of “developmental local government”.  This is seen as “local government committed to working with citizens and groups within the community to find sustainable ways to meet their social, economic and material needs to improve the quality of their lives”  Developmental local government according to the White Paper, has four main characteristics.  These are:-

· Maximising social development and economic growth;

· Integrating and co-ordinating;

· Democratising development, empowering and redistributing, and

· Leadership and learning.

All four of these characteristics are vital for the success of the vision of resilient and vibrant local economies.  With regard to the first characteristic, that of “maximising social development and economic growth”, the White Paper states that the “powers and functions of local government should be exercised in a way that has maximum impact on the social development of communities – in particular, meeting the basic needs of the poor – and on the growth of the local economy”.

The White Paper is careful to state that 

“ Local government is not directly responsible for creating jobs.  Rather, it is responsible for taking active steps to ensure that the overall economic and social conditions of the locality are conducive to the creation of employment opportunities.”

This is a starting point for the actions which are needed to stimulate local economic development.  Central to the philosophy of the White Paper is the idea of the three components – the economy, the social conditions and the locality (or territory) – which must work together to provide the support and framework for LED in order to create jobs, seen as the single most important factor in poverty eradication.

The White paper therefore envisages municipalities as facilitators of LED and identifies core competencies for which local governments should assume responsibility.  These include:-

· Marketing for Investment Promotion

· Support Services for small business including access to finance

· Assistance to targeted growth sectors

· Tailoring of training and labour placement to local labour market conditions

· Capacitating and Transforming

· Integrating and Co-ordinating

3.2.4.4
National Implementation Framework

In an ideal situation, LED would be stimulated and supported by a strong public sector providing a positive and well organised facilitating environment and a strong private sector able to take up and exploit the opportunities in successful business ventures.  Unfortunately, there are rare examples of such harmonious equilibriums in South Africa today.

In order to realise the 2014 and 2030 policy goals, government will focus on the following key set of actions over and above the range of items identified in the attitudes and actions required:-

a. A rigorous communication campaign to build the self confidence of the poor, to link them into opportunities and programmes and to raise their awareness and knowledge about LED will be undertaken.

b. Steps will be taken to build leadership capacity and ability of municipalities to facilitate LED through grant funding, technical support, guidelines and knowledge building and exchange programmes.

c. Programmes will be established to build the skill and capacity of national and provincial department officials across sectors to intensify their local economy focus and their appreciation for LED.

d. Experimental forms of LED with innovative ideas aimed at increasing local awareness and practices to retain wealth and develop the economic potential of disadvantaged communities, such as the use of local loyalty incentives for the exchange of locally produces goods and services and the use of local labour will be encouraged and pursued.

e. The licensing and promotion of quality local products branded by area of origin (district and metropolitan municipal areas) and linked to the “Proudly South African” campaign will be initiated.  This will be done to stimulate competitive local production and employment creation.

f. Support to the setting up of local economic development agencies (LEDA’s) or other bodies specialising in providing technical, financial and non-financial services to local economic activities and the marketing of the products and the area itself.

The national draft policy highlights that it is a priority to achieve broad based sustainable economic growth and development through job creation, poverty alleviation, reduction of inequality and overall increase of the wealth of the country.  

The national policy for LED seeks to mobilize local people and local resources to become competitive in both the domestic and international markets.  It augments the range of current sectoral initiatives to deal with the challenge of employment creation and brings into focus a territorial dimension to these initiatives.

3.2.5
Alignment of ADM LED functions to the Draft National Policy 

On the 13 November 2003, it was resolved that the proposed differentiation of LED functions within the ADM, that the roles and responsibilities between the district and local municipalities within the region be differentiated as follows: 

· That the Amajuba DM focus on the following Local Development functions:

· Mobilising the resources necessary for strategic planning;

· Co-ordination, monitoring and evaluation of the LED process amongst all stakeholders;

· Development and ensuring oversight;

· Draw up strategic LED Plan for the district;

· Identification and implementation of projects with a regional influence and economy of scale (with the involvement of the specific local municipalities); and

· Capacity building of local municipalities related to LED management. 

· That the category B Municipalities focus on the following LED functions:

· LED project evaluation;

· Evaluation of local LED applications (IDP)

· Implementation of local LED projects

· Budgeting for local LED projects

· Local LED project management and maintenance

· LED capacity building amongst communities and committees.

3.3
Evaluation

Given Porter’s guidelines and international trends, the following table demonstrates where the ADM lies when measured against what may be deemed an ideal economic framework.  

	AREA
	ADM ASSESSMENT

	Competitive Strategy and Cluster Development
	The ADM is in an embryonic phase of setting up the requisite infrastructure and framework.  It has through studies been able to determine the rates of growth of particular sectors and their contribution to the economy.  These however require updates and further investigation.

	Implementation of the Competitive and Cluster Based Approach
	

	
Technical Analysis and 
Investigation
	Not yet in a scientific format, however there are indicators

	
Networking through 
Cluster Committees and 
Forums
	At a strategic level, this has been undertaken through the identification of the need for a ALEDA.  Needs to become more sectorally effective through.

	
Structuring Cluster 
Committees
	Not yet achieved satisfactory levels but anticipated that ALEDA will facilitate this process more effectively and meaningfully.

	Shared Learning Experience
	Yes through AFLED, but can be improved at a sectoral level with more strategic data.

	Opportunity Identification and Prioritisation
	Yes, but requires significant further investigation.

	Innovative Skills Training
	No.  Due to limited human resources and finances there have been limited specliased training and development.  It is anticipated though that once the ABC is established, it will create opportunities for funding and donor agencies to filter grants and SETA’s funding.

	Partnership Creation
	Partial, but no fully developed

	Cluster Based Agglomeration Economy
	Not yet fully achieved, however, key economic clusters have been identified and projects around them being developed.  Comprehensive cluster identification has not been finalised.

	Effective Governance
	At a local level there is commitment, intensity and direction but limited funding and constraints.  Provincial and national level do not provide adequate support and guidance.

	Competitive Municipalities
	

	
Enhanced hard and soft 
infrastructure
	No

	
Highly skilled labour 
pools
	No

	
Favourable trade tariffs
	Not yet established.

	
Strong private-public 
networks
	Not as effective as can be.

	
Knowledge, research 
and development 
regions
	Moderate knowledge that can assist in making strategic decisions but for more strategic interventions that can unlock economic potential it is necessary to develop sector knowledge or engage in specialised research.


CHAPTER 4:
OVERVIEW OF THE AMAJUBA DISTRICT ECONOMY

4.1
Overview

While avoiding the presentation of a pessimistic picture, it is noted at the outset that the District economy is characterised by high levels of economic vulnerability due to dependence on a limited number of primary sectors whose futures are disputable. The economy of the region has stagnated since the early 1980’s, indicated by a decline in the GGP (Gross Geographical Product) with an associated reduction of formal employment opportunities. The economic threats facing Amajuba need to be taken seriously and responded to by capitalising on local strengths and niche sectors where inherent local economic development (LED) potential exists.  

Map 1:
AMAJUBA DISTRICT MUNICIPALITY (DC 25)
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DC 25 is located at the north western reaches of KZN bounded by the border of the Free State and Mpumalanga, and with its key administrative centre Newcastle, equi-distant from Durban and Gauteng.  The primary access to Newcastle is the N11 emanating from the N3 through Ladysmith.  

4.2
Impact Of International And Local Economic Trends 

A number of trends have had an undeniable impact upon the evolution of Amajuba’s economy.  Of particular importance is the international shift away from reliance upon primary economic activities and the production of raw materials.  Moreover, growth in manufacturing does not necessarily translate into an increase in employment opportunities - ‘jobless growth’ (Scott Wilson, 1998).  Faced with the current emphasis on export oriented growth, local companies and municipalities are required to become competitive in terms of products provided, production methods, and cost of production. 

4.3
Local Government Economic Development Strategies

Local government has a responsibility for facilitating local economic development in its area of jurisdiction. With this in mind, the IDPs of the local authorities in the Amajuba District have identified strategies to guide economic development. Table 4.1 summarises and compares the strategies with reference to this study’s focus on tourism, manufacturing and agriculture.  Each of the local municipalities, and the District Municipality, have identified projects for implementation to support these development strategies in their IDPs. These IDPs are currently being reviewed and the project lists amended to include specific and realisable projects.  The key pivot for the entire district has collectively been identified as the implementation of the Amajuba Business Centre.

4.4
District Economic Performance 

The Amajuba economy has recorded a decline in GGP of 7.1% over the period 1990-2000 (PIMSS-net, 2002), with all sectors, except community services (indicating the increase in the provision of services) and transport and communications (due to the growth of the cellular telephone industry), reflecting a decrease in their contributions to GGP.  Over this period, the economy of the district has experienced a change from a dominant manufacturing base to a services base. This trend is concerning, as the community services sector is not a sector which generates wealth within a local economy. These trends are reflected in Table 4.2

TABLE 4.1: 
LOCAL GOVERNMENT ECONOMIC DEVELOPMENT STRATEGIES 

	SECTOR

MUNICIPALITY
	TOURISM
	MANUFACTURING
	AGRICULTURE

	UTRECHT LOCAL MUNICIPALITY
	The stimulation of the tourism sector through training, funding and the creation of development opportunities

· To maximise the benefits from the tourism industry 


	The stimulation of the SMME sector through training, funding and the creation of development opportunities

· To develop manufacturing industries


	The stimulation of the agricultural sector through training, funding and the creation of development opportunities

· Create an environment supportive of small scale agricultural opportunities

· To address the problems of commercial farmers

· To increase the benefits from the game farming potential of the area

· To provide better living conditions, tenure security, and access to basic physical and social infrastructure for farm workers

	DANNHAUSER LOCAL MUNICIPALITY
	Promote Diversification of the Economy

· Promote tourism

· Enhance image and marketing of municipal area
	Promote Diversification of the Economy

· Diversify and expand the manufacturing sector
	Land Reform

· Undertake a range of land reform projects

· Promote improved understanding of land reform process

Promote  Intensification of Agricultural Production

· Establish irrigation schemes

· Promote small scale farming

· Develop market gardens

· Expand agricultural extension services

· Improve marketing facilities

· Promote greater diversification of crops

· Reduce levels of crime

· Monitor private sector initiatives

Improve Household Food Security

· Support subsistence agriculture

	NEWCASTLE LOCAL MUNICIPALITY
	Job Creation

· Municipality is currently in the process of preparing an Economic Regeneration Study
	Job Creation

· To retain existing companies in Newcastle
	Job Creation

· Support small scale agricultural projects

Housing and Land

· To identify appropriate land for land reform

· To ensure a range of tenure options is available

	AMAJUBA DISTRICT MUNICIPALITY
	Economic Development

· To develop and promote the district as a tourist destination
	Economic Development

· to stimulate and support SMME’s
	Economic Development

· To support agricultural development in the district


Source (ADM IDP 2002)

TABLE 4.2: 
DISTRICT GGP BY SECTOR (1990-2000)

	
	1990
	1996
	2000
	% change

	
	R mil
	%
	R mil
	%
	R mil
	%
	1990-2000

	Agriculture
	103
	2.9%
	65
	2.0%
	66
	2.5%
	-35.9%

	Mining
	163
	4.6%
	165
	2.5%
	82
	6.4%
	-49.7%

	Electricity 
	127
	3.6%
	66
	2.4%
	80
	2.6%
	-37.0%

	Construction
	100
	2.8%
	59
	2.3%
	77
	2.3%
	-23.0%

	Manufacturing
	1279
	35.9%
	764
	26.8%
	888
	29.5%
	-30.6%

	Transport
	218
	6.1%
	193
	8.4%
	279
	7.5%
	28.0%

	Trade 
	285
	8.0%
	195
	8.0%
	266
	7.5%
	-6.7%

	Finance
	379
	10.6%
	202
	10.7%
	354
	7.8%
	-6.6%

	Community service
	905
	25.4%
	876
	36.8%
	1216
	33.9%
	34.4%

	Total GGP
	3 559
	100.0%
	2 586
	100.0%
	3 308
	100.0%
	-7.1%


Source: PIMSSNet, 2002; WEFA, 2000

TABLE 4.3
EMPLOYMENT BY SECTOR (1990 – 2000)

	
	1990
	1996
	2000
	% change

	
	No
	%
	No
	%
	No
	%
	1990-2000

	Agriculture
	3 764
	5.4%
	2 906
	5.2%
	2 777
	4.3%
	-26.2%

	Mining
	8 799
	12.6%
	4 685
	8.4%
	1 480
	2.3%
	-83.2%

	Electricity 
	765
	1.1%
	326
	0.6%
	320
	0.5%
	-58.2%

	Construction
	4 471
	6.4%
	2 580
	4.6%
	5 637
	8.8%
	26.1%

	Manufacturing
	19 344
	27.6%
	18 057
	32.5%
	17 516
	27.2%
	-9.4%

	Transport
	3 540
	5.0%
	2 309
	4.2%
	2 471
	3.8%
	-30.2%

	Trade 
	8 884
	12.7%
	5 264
	9.5%
	13 365
	20.8%
	50.4%

	Finance
	3 326
	4.7%
	2 225
	4.0%
	2 537
	3.9%
	-23.7%

	Community service
	11 068
	15.8%
	12 485
	22.4%
	13 416
	20.9%
	21.2%

	Households
	6 148
	8.8%
	4 790
	8.6%
	4 800
	7.5%
	-21.9%

	Total Employment
	70 109
	100.0%
	55 627
	100.0%
	64 319
	100.0%
	-8.3%


Source: Calculations based on data from PIMSSNet, 2002; WEFA, 2000.

A comparison between the 1991 and 1996 censuses recorded an overall decline of formal employment in the Amajuba District, with the greatest reductions experienced in agricultural, mining and manufacturing (the largest employer in the district).  Analysis of the 10 year period 1990-2000 indicated a decrease in formal employment of 8.3%, with the largest job losses in the mining industry (approximately 7 300 jobs lost) due to the closure of mines in the district. Overall growth has been measured in the trade, construction and community services sectors, reflecting the shift to a services economy.

The poor absorptive capacity of the formal economy has important social implications for the District, including burgeoning migration to urban nodes such as Richards Bay/Empangeni in search of employment opportunities and, consequent male absenteeism. Increasing dependency ratios also result. 

The district has also recorded a decline in average per capita GGP over the period and increasing unemployment, as the population growth has outstripped that of the economy.

In describing the economic characteristics of Amajuba, it is important to note the prevailing spatial economic concentrations.  Economic activities tend to be concentrated in Newcastle Municipality and the town of Newcastle in particular. The municipality contributes 47% of the District’s GGP (Metroplan, 1999). 

As an important service centre for miners and the surrounding rural areas, Danhauser developed in response to the establishment of railway links in the late nineteenth century and the Iscor owned Durnacol mine (Urban-Econ, 1997). The livelihood of Danhauser has historically been closely related to Durnacol, as evident from the recorded reduction in spending power in the Local Municipality resulting from the retrenchment of 500 mine employees in 1987 (Metroplan, 1999). Given that the mine has closed, the future development and survival of the town is called into question. Commercial and service activities based on mining activities have tended to dominate the economy of Danhauser with a joint contribution of 75% of the municipality’s GGP.

Utrecht is the smallest economy in the District, constituting just 6% of the District’s GGP. In accordance with District trends, there tends to be an ‘unhealthy’ dependence on the primary sectors of mining (57% GGP contribution in 1997) and agriculture (17% contribution in 1997). There is, however, a limited contribution made by manufacturing with a 3% GGP contribution in 1997.   

Danhauser and Utrecht are dependent upon larger urban centres such as Newcastle for employment and higher order goods (Urban-Econ, 1997). These spatial and functional linkages are reinforced by the road (including the N11) and rail (Gauteng to Richards Bay) system connecting the aforementioned areas. There are strong linkages between Dannhauser and the towns of Dundee and Glencoe to the south of the District, and Newcastle and Ladysmith. The Gauteng-Richards Bay railway line bisects the District, thus providing linkages to potential markets and suppliers. 

4.5
Sectoral Performance

In general, mining is undergoing significant change with a movement away from large scale operations to smaller operations competing on the export market (Metroplan, 1999).  In 1996, the mining industry in KwaZulu-Natal reflected an average profitability ratio (ratio of net profit to total income expressed as a percentage) of 25,6% (Stats SA, 1996).  However, relative to the total income and net profit to other provinces, KwaZulu-Natal performed poorly.  This is also the case with Newcastle, Utrecht and Danhauser whose mining industry is dominated by the mining of coal and lignite (ibid.). Despite this, there are seemingly some opportunities for small- scale mining, either extracting coal, clays or reworking coal dumps for coal fines. There have been obstacles to the further development of this, from a legal and environmental viewpoint, but the new Minerals Act may address these.  

4.5.1
Manufacturing

In the 1970’s, the establishment of the Iscor plant contributed to the prominence of manufacturing as a sector and driving force of the district economy.  However, the following decade saw the decline of the sector due to the removal of government incentives such as the Regional Industrial Development Programme (RIDP) which had benefited Newcastle/Madadeni as well as a decline in international demand for stainless steel. While manufacturing performed relatively well in the early 1990’s, with growth recorded until last year, overall the number of jobs in this sector has declined. However, more recently (over the past year or so) this growth has declined. Of particular importance is the shift from heavy to light industry – in accordance with international trends. Increasing exposure to competition, especially from international markets, burgeoning input costs, mechanisation and technological advancement have all contributed to stagnation in this sector. 

An analysis of the Amajuba District Council’s levy base indicates that there are approximately 148 manufacturing concerns in the district, the majority of which are located in the Newcastle industrial area. According to Stats SA (1996), the manufacturing sector of Amajuba is dominated by activities located in Newcastle, where the sector contributes 39% of GGP (1994) and 25% of employment (1996) (Metroplan, 2000). In terms of employment, Newcastle is considered to be one of the top three largest  manufacturing nodes outside the Durban Metropolitan and the Richards Bay/Empangeni areas. Danhauser and Utrecht Municipalities feature less prominently in the manufacturing sector. Most of the industrial enterprises in the district are locally based and managed, with only about 13% indicating head offices outside of Newcastle – mainly in Gauteng and the Durban-Pietermaritzburg node.

It is estimated from the Amajuba levy base that the sector contributes R56.6 million in salaries into the district economy every month, and is responsible for generating some R493 million in turnover monthly. The sector is highly concentrated in three main clusters – clothing and textiles, metals and chemicals, although there is representation from other sub-sectors. The sector is also strongly dominated by a few large factories. Iscor as the largest industry dominates, contributing 58.4% of manufacturing turnover in the district and 60% of salaries paid by manufacturing concerns. This is approximately six times the turnover generated by and ten times the salaries paid by the next largest manufacturing company (Karbochem). In terms of salaries paid, the top 5 companies contribute about 78% of all manufacturing salaries paid in the district, and the top 10 companies pay approximately 85% of the total manufacturing salary bill. In comparison, the top 5 companies contributing to turnover make up approximately 84% of total manufacturing turnover, while the top 10 companies make up 89% of total manufacturing turnover. The following companies appear on both the top 10 lists in terms of contribution to salaries and turnover:

· Iscor – metals 

· Chrome International – chemicals

· Sentrachem (Karbochem) – chemicals

· Siltech - chemicals

· Allwear – clothing and textiles

· DHE (F&M) Venco Works - metals

In respect of the clothing and textile cluster, Newcastle’s role can be compared to that of Ladysmith.  The presence of the clothing, footwear, and textile firms are closely linked to the significant Taiwanese investment in the sub-sectors (although this has not been without several difficulties). However, recent indications are that production levels in these firms has declined significantly, with up to 80% of factory space being devoted to factory shops selling goods imported from elsewhere (particularly China) at costs below the costs of production in South Africa. Approximately 15% of production is for the export market, particularly the EU and the USA as this sector benefits from preferential trade arrangements with these markets. 

Difficulties are experienced by this sector in increasing export levels, due to the high international competitiveness in the sector further exacerbated by fluctuating exchange rates, difficulties in the availability of raw materials and issues relating to quality control. In particular, labour costs and the cost of raw materials are high, compared with elsewhere, despite the Africa Growth and Opportunity Act passed in the USA, as other “Lesser Developed Beneficiary Countries” are able to source raw materials at 20-30% of the cost.  In addition, the stronger Rand over the last year has had significant impact on the manufacturing sector, which has seen the decrease in export figures (www.safrica.info). Relevant to the Amajuba Municipality are the steel and textile industries, which have also been affected by the current exchange rate.

The metals cluster is dominated by Iscor, which despite poor performance in the last decade is now reported to be recovering and reporting a profit over the past three years, despite the declining value of the rand and stiff international competition. Despite its downward trend over the past decade, the industry seems to have stabilised and an upgrade programme is underway to assist in maintaining its global cost competitiveness, as well as enhance product quality and productivity. The sector exports a high proportion of its product (estimated to be in the region of 80% of product is targeted at the export market – Manufacturers Workshop, 20002). A number of smaller scale downstream manufacturers have established in Newcastle, thus leading to the development of the cluster. In addition, a number of manufacturers servicing the plant located in the town. However, with the decline in the production levels of Iscor over past years, many of these have closed e.g. Haggie Rand.  A meeting with Iscor confirmed that they would not be relocating and possibly considering an expansion of their plant.  This alleviated concerns about rumours regarding their proposed relocation.

The chemicals sector is dominated by the Karbochem complex, comprising Karbochem and African Amines, although a review of the Amajuba Levy Base data indicates a number of smaller chemical producers in the district. Production is very much oriented to the international market, with between 80 and 90% exported (Manufacturers Workshop, 2002). The main markets are Europe, particularly Germany. The cluster is currently facing uncertain times, with a number of initiatives to restructure the Karbochem  cluster having been tried and further initiatives anticipated (Manufacturers Workshop, 2002, meeting with Karbochem, Jan 2003). 

The manufacturing sector in the district has been successfully strengthened through the establishment of international linkages with China (initiated by the Newcastle Municipality) and there is a track record of ongoing new international investment. Investments for 2003 include:

	NAME OF INVESTMENT
	EMPLOYMENT CREATED
	CAPITAL INVESTMENT

	Newcastle Distillers
	50
	R 20 000 000.00

	Cosy Wood Houses
	25
	R 1 000 000.00

	ZHP Garments CC
	150
	R 1 500 000.00

	Everharvest
	45
	R 10 000 000.00

	Tai Chan Industries
	40
	R 1 500 000.00

	Injectrade
	20
	R 2 000 000.00

	Sun Sheen Garments
	100
	R 2 000 000.00

	President Plastics
	20
	R 5 000 000.00

	PTK Trading (Pty) Ltd
	20
	R 1 000 000.00

	Hong Hsiang Manufacturers CC
	45
	R 1 500 000.00

	Total
	515
	R 45 500 000.00


Source: Newcastle Municipality

The strengths of the Amajuba District as an industrial node centre on its location relative to the main markets of Durban and Gauteng, the fact that the necessary infrastructure is in place and the strength of the industrial clusters that have developed. In addition, the existence of an established Asian community is also an attraction to potential new Asian investors.

A number of manufacturers are involved in a training programme to develop local skills, although time is required for results to be noted. In addition, labour costs are high relative to those of competitor international manufacturers and the crime level is perceived as high.  Other difficulties experienced are:

· Deteriorated infrastructure (road and rail)

· Implementation of the labour legislation

· The impact of HIV/AIDS, which is beginning to be noted;

· The impact of the distance between where people live and where they work, as evidenced by increased levels of fatigue, difficulties in getting night shift staff due to transport problems, late arrivals for work due to travel difficulties etc.

· Differences in work culture and ethic. Whereas in some countries, particularly those from which many of the manufacturing investors originate, individuals work for the same company for long periods of time, during which they build skills and loyalty, labour in this country has a different approach.  This is a challenge to all new investors

· Perceptions of low productivity. On a scoring system, South African labour is seen as reaching between 50 and 55 out of 100 for productivity, compared to a score of 90 out of a 100 achieved by China.

· Implementation of environmental legislation, resulting in increasing costs due to required environmental management practices being implemented.

Although the district has challenges, a number of opportunities within the manufacturing sector have been identified:

· Redevelopment of the numerous empty facilities in the district. 

· Manufacture of local yarn and materials (woven and non-woven) for production of goods for export to the USA as this would assist producers to quality for assistance in terms of the AGOA

· Downstream opportunities for the production of steel products e.g. size reduction of goods produced by Iscor. It has been indicated by Iscor that should this be for export, Iscor would be willing to sell their steel products for beneficiation at export prices.

· Production of construction material and equipment e.g. steel windows, ready-to-assemble ‘mechano sets’ i.e. u-beams and v-beams

· Specialised production of steel products e.g. scissors, screwdrivers etc

· Insecticide production, a downstream product of the Sentrechem product line

4.5.2
Agriculture

According to Metroplan (1999), four types of agricultural activities can be found in the Amajuba District.  Briefly, these are:

· Intensive or semi-intensive mixed farming, which is based predominantly on livestock (cattle) farming.  Crops include summer (maize and sorghum) and winter (wheat and barley) cereals, oilseeds (soya, groundnuts and sunflower), and fodder crops (teff and lucerne).

· Semi- extensive livestock farming on land that is used for the production of stockfeed.

· Agricultural land use in tribal areas which, is host to predominantly maize crops of a subsistence nature.  Overstocking of livestock also tends to occur here.

· Commercial forestry located in the higher reaches of the District.

The dominant farming activities for Newcastle, Utrecht and Danhauser are summarised in the following tables.  

TABLE 4.4: 
DOMINANT FARMING ACTIVITIES FOR LOCAL MUNICIPALITIES IN AMAJUBA 

	FARMING ACTIVITY
	NO. OF FARMING UNITS

	
	Newcastle
	Utrecht
	Danhauser
	Total

	Field Crops 
	6
	14
	2
	22

	Horticulture 
	4
	0
	0
	4

	Livestock 
	112
	147
	36
	295

	Forestry 
	0
	1
	0
	1

	Mixed
	47
	89
	22
	158

	Total 
	169
	251
	60
	480


(Source: Stats SA, 1996)
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TABLE 4.5:
AREA UNDER AGRICULTURAL USE (2000)

	LAND USE
	HECTARES
	% OF AGRICULTURAL USE

	Cultivated: temporary - commercial dryland
	52 897.1
	9%

	Cultivated: temporary - commercial irrigated
	3 476.5
	1%

	Cultivated: temporary - semi-commercial/subsistence dryland
	26 018.4
	4%

	Forest Plantations
	17 786.1
	3%

	Improved Grassland
	522.9
	0%

	Unimproved Grassland
	516 342.1
	83%

	Total
	617 043.1
	100%


Source: CSIR Land Cover, 2000

[image: image2.emf]% OF AGRICULTURAL USE

Forest Plantations

3%

Cultivated: 

temporary - 

commercial 

irrigated

1%

Cultivated: 

temporary - semi-

commercial/subsist

ence dryland

4%

Cultivated: 

temporary - 

commercial dryland

9%

Improved 

Grassland

0%

Unimproved 

Grassland

83%


It is evident from the above tables that livestock farming dominates agricultural activity in the Amajuba District (ibid.).  This has been confirmed by discussions with key roleplayers in the sector, although shifts within and between the sub-sector and other sub-sectors are noted. The latest available livestock figures (1994) from the Department of Agriculture are indicated in Table 5. It has been estimated by the Department of Agriculture that there has been a possible 30% shift from sheep to livestock subsequent to the collection of this data. This has been attributed by the Department of Agriculture and farmers interviewed to high stock losses of sheep due to theft. It has been suggested that in the Utrecht area there has been a drop from about 149 000 sheep to approximately 12 000 over the last 8 years (Farmers Workshop, 2002). The sub-sector has been hit by occurrences such as the heavy snows of September 2001, when it has been estimated in the region of 52 000 to 70 000 head of cattle with a value of R252 million were lost in the Utrecht, Newcastle, Volksrust and Memel area (Stockowners, pers comm).

TABLE 4.6: LIVESTOCK FIGURES – 1994

	LIVESTOCK
	HEAD OF LIVESTOCK

	
	Newcastle
	Utrecht
	Dannhauser
	Total

	Cattle
	63 128
	73 683
	19 351
	156 162

	Sheep
	60 116
	149 963
	27 413
	237 492

	Goats
	7 346
	6 891
	2 108
	16 345

	Total 
	130 590
	230 537
	48 872
	409 999


(Source: Dept of Agriculture)
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The second largest agricultural sub-sector in the district is grain, including maize, soya and wheat. Grains (maize in particular) have also shown a decline, although production is highly variable due to the sensitivity to the price. It is estimated by the Department of Agriculture that the area produces between 20 and 25 tons of maize per annum. It is noted that this sub-sector can be risky given the variability of weather and markets for these agricultural products. Consequently, the diversification of this sub-sector is essential in order to reduce instability. 

Commercial dry land crop production is restricted due to the limited availability of high yielding soils and inconsistent rainfall patterns. While only occupying a small area of land, crop farming is attributed a high economic value by local farmers.  Subsistence crops include maize, which is considered to have limited economic growth potential. Niche market products yield high returns per annum. A maize farmer is possibly earning a return of R60 000 per ha, while vegetable farming could yield R100 000 per ha and cut flowers in the region of R500 000 – R750 000 per ha. Some of these niche products are very labour intensive and could therefore contribute to employment creation, bearing in mind that some are characterised by high wages levels, while others are more capital intensive and will thus not require too many employees.

Dairy farming was historically a significant sub-sector in the area, but it has declined, with few dairy farmers still producing. 

Small-scale farmers in the area are generally crop farmers, producing maize, although there are some dry beans, potatoes and other crop producers. Production levels in this sub-sector are approximately 2-4 tons/ha of maize. There are a number of vegetable projects in the district, of which 5 are large scale 28 ha irrigation schemes supported by the Department of Agriculture, 19 are 1 ha projects and others are small garden projects under the auspices of schools, Department of Welfare and Amajuba Municipality.

Small stock farming includes piggeries and poultry projects, with 8 piggery projects already established and another 6 projects to be supported by the Department of Agriculture during 2002/2003. There are 32 poultry projects in the district – 27 broilers and 5 layers. 

The Department of Agriculture’s support is concentrated in this sector, providing extension services in land preparation, farming husbandry and marketing. Some financial assistance is rendered for infrastructure development, with a 20% contribution from the beneficiary (can be sweat equity).

The agriculture-related business sector is considerably well developed in Utrecht and Danhauser, with these centres fulfilling a key service role for surrounding agricultural communities.  The types of products and services provided include vehicles and transportation, equipment, and chemical and fertilizer products (Korsman and Van Wyk Consortium, 2001). Danhauser is a nodal agro-industrial producer, with a malt processing factory, grain silos and a mill. An opportunity for increasing the agro-processing industry was identified in Danhauser, and significant investment and planning done to develop a soya bean production plant and farmers were encouraged to plant soya to support this project. However, the project has run into difficulties and the factory which was established is now a ‘white elephant’. (Newcastle Advertiser, 15 March 2002). It is, however, a concern that the projected long-term decline in the agricultural sector in the District will threaten these centres role’s as agricultural service centres.

Another agricultural development is the establishment of a 1053 ha Agri-village in the town of Utrecht. Located in the southeast portion of the town, the Agri-village comprises residential land and intensive and extensive agricultural land use.  The first phase will be northwest of Madadeni Road and the second phase southwest of this road.  As agricultural potential is limited, every family is entitled to 12ha grazing land and 1ha for cultivation. Expected income from the project is limited (Korsman and Van Wyk Consortium, 2001).

Among the factors contributing to the changes in the agricultural sector have been:

· Changing legislation and policy

· Weather conditions

· Slow land reform

· Insecure farming conditions

· Inability of farmers to adapt to current conditions

There are a number of constraints in the agricultural sector in Amajuba, including: 

· rugged terrain resulting in limited arable land; 

· unfavourable climatic conditions; 

· over-stocking particularly in the rural areas; 

· areas of poor soil fertility; 

· distance from markets; 

· lack of institutional and financial support; 

· high and escalating input costs; and 

· low market prices for produce.

The main disadvantage for agricultural production, particularly for the export market is that there is no nearby international airport. The nearest international airports are Johannesburg and Durban a three to four hour transit time. Other concerns attached to the airport are around quality control and availability of space on planes.

Problems faced by the small-scale farming sector in particular include the lack of expertise among farmers and limited extension and support services, resulting in less than adequate agricultural performance and damage to natural environmental resources. Other obstacles are lack of financing and capital to sustain farming operations until harvesting and poor marketing. 

The advantages of the area for agriculture are that the climate is good, water is available and energy costs are low. High to moderate potential soils are found throughout the Municipality.  The northern reaches of the District are dominated by moderate to high potential soil, while the central portion is characterised by moderate and good potential agricultural land (Metroplan, 1999). These natural resources are supported by the availability of water and good rainfall. Table 6 indicates that some 44% of the district has been identified as having high to good agricultural potential, while another 40% of the land area has been identified as of moderate potential. Table 7 provides more detail of the specific potentials identified by Cedara. From this, it can be deduced that opportunities exist for the development of irrigated cropping given proven market potential, and the development of alternative crops. One of the advantages of the district is that the area is free of foot- and mouth disease. 

TABLE 4.7: 
AGRICULTURAL POTENTIAL IN THE AMAJUBA DISTRICT 

	DESCRIPTION OF POTENTIAL
	HA
	%

	High Potential
	77 649.5
	11%

	Good Potential
	228 860.2
	33%

	Moderate Potential
	278 420.0
	40%

	Restricted Potential
	54 696.9
	8%

	Very Restricted Potential
	40 144.6
	6%

	Low Potential
	5 398.1
	1%

	Very Low Potential
	1 926.5
	0%

	Other
	3 504.0
	1%

	Total
	690 599.8
	100%
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TABLE 4.8: 
DETAILED AGRICULTURAL POTENTIALS 

	TYPE OF AGRICULTURE
	MAP 

REFERENCE
	DETAILED AGRICULTURE POTENTIAL
	AREA (HA)

	Forestry 
	F4 South-western corner of municipal area 
	Forestry 
	5 276

	Cropping 
	C1 North-west corner of municipal area 
	Cash crops 
	6 020

	
	C2 Area to the south of the Blood River Vlei
	Cash crops 
	13 978

	
	Sub-Total
	
	19 998

	Extensive Grazing 
	E1 Trekboer
	Dairy Farming
	8 464

	
	E2 Zaaihoek Dam
	Beef farming

Sheep farming
	67 468

	
	E3
	Beef

Limited Maize

Peanuts
	226 080

	
	E9 South of Normandien 
	Beef farming

Game 
	3 881

	
	Sub-Total
	
	305 893

	Mixed Cropping
	M1 Mzima Tribe land reform project area
	Maize cropping

Soya cropping

Forestry

Dairy farming
	14 139

	
	M2 Amajuba Forest 
	Maize farming

Beef farming

Sheep farming

Dairy farming
	48 723

	
	M3 Mbaso tribe land reform project area 
	Beef farming

Sheep farming

Forestry

Trout farming
	83 444

	
	M4 East of Utrecht
	Soya farming

Maize farming

Beef farming

Sheep
	45 046

	
	M5 Donkerhoek
	Dairy farming

Beef farming

Forestry
	36 123

	
	M6
	Maize farming

Beef farming
	46 581

	
	M7
	Maize farming

Soya farming

Dry bean farming

Dairy farming
	70 191

	
	M9
	Maize farming

Soya farming

Dry bean farming

Vegetable farming

Beef farming

Dairy farming 
	15 647

	
	Sub-Total
	
	359 894


Source: Metroplan, 1999 based on Cedara, 1999.

Opportunities for irrigation and aquaculture exist, however, have not been tapped into. Rivers suggested as suitable for these activities include the Ngagane, Ncandu, Ingogo, Slang and Buffalo/Umzinyathi. Concerns have been raised regarding irrigation though and the possible contamination of the water table through the use of fertiliser. This is particularly important to consider if organic produce is to be stimulated in the area. A further concern that has been raised is the water quality of the Buffalo River downstream of the industrial area of Newcastle where industrial and mining effluent may have been discharged.

A number of opportunities have been identified in the district. These are based on the identified agricultural potential of the soil as well as through discussion with various roleplayers e.g. Amajuba Agri-Centre:

· Vegetables (organic and other)

· Cut flowers, essential oils and medicinal plants 

· Dairy production, particularly for value added processing e.g. long life shelf products

· Organic meat production

· Natural plant fibre (this could be utilised as an input into the production of carpets, table mats, baskets etc. A linked industry, focused on production for the high value corporate market could be established)

· Wool

· Beneficiation of stock farming - adding value to livestock products e.g. meat and skin products.

· Establishment of equestrian stables.

· Small forestry grower schemes 

· Game farming

However, the key constraint to the realisation of these potentials is the need for investment in the sector, in terms of skills and expertise, as well as technology and financial resources. It will also be critical to link the emerging and established commercial farmers to ensure transfer of skills and ethos. Consequently, it is imperative that alternative agricultural activities are explored including small-scale and community-based projects.

4.5.3
Tourism 

It is noted that this section is an extract from the 3rd  Draft of the Tourism plan being prepared by Graham Muller and Associates.  

The Amajuba District Municipality Integrated Development Plan (IDP) has identified the tourism resources of the Amajuba District as one of the key potentials for economic development in the district.  The resources include natural attractions such as the Ncandu and Chelmsford Reserves at the foothills of the Drakensberg, historical attractions including battlefields, as well as events, outdoor adventures, bird watching and cultural attractions.  The Amajuba District has also been identified as an area of environmental importance due to the presence of plants and wildlife endemic to the area.  The development of a tourism development plan is aimed at unlocking the tourism potential of the Amajuba District to the benefit of a large number of people.  It is believed that tourism initiatives would be, amongst others, a vehicle which is aimed at alleviating poverty, which could impact significantly at the local economy level through multiplier effects.

The World Tourism Organisation defines tourism as:

	“the set of activities of a person travelling to a place outside his or her usual environment for less than a year and whose main purpose of travel is other than the exercise of an activity remunerated from within the place visited”.


The phrase ‘usual environment’ means that trips within the person’s community or place of residence and routine commuting trips are excluded. The phrase ‘exercise of an activity remunerated from within the place visited’ excludes migration for temporary work paid for by an agent resident in the place visited. Business-related travel, where the traveller’s employer is located elsewhere than the place visited, is, however, included in this definition.

While not previously considered a strong economic sector in the Amajuba District, the tourism industry appears to be growing as a result of the diverse attractions in the District and its strategic location near the border of the Free State and Mpumalanga, and its equi-distance from Durban and Gauteng.  This is evident in the growing number of bed and breakfasts and activities offered within the district.  

These attractions can be categorised into the following broad sectors:

· Eco-tourism, including birding, hiking, canoeing and other nature-based activities

· Cultural and historical, including the battlefields, arts and crafts 

· Events and festivals, sport

· Adventure – 4x4 trails, white water rafting and kayaking, abseiling, gliding and microlighting, quad bikes, horse riding

· Hunting and fishing

Many of these sectors intersect and overlap, for instance, the battlefields areas are also often the areas where events and festivals take place, while many of the historical attractions are also located in eco-tourism areas.  In addition, due to the nature of the attractions, tourism itineraries which include components of each of these sectors may be developed e.g. early morning birding, followed by a battlefields tour.  The Amajuba District is therefore offers a package of tourism products.

The tourism market appears to be dominated by the local tourist, particularly the following market groups:

· Holiday tourists (from Gauteng, Durban/Pietermaritzburg)

· Business and professional tourists (from Gauteng and Durban/Pietermaritzburg)

· Sports tourists (dominated by Gauteng)

A survey
 of visitors to a sample of attractions or tourism services in the district undertaken by TKZN indicate that the majority of tourists to the area are holidaymakers (52.8%), while business and VFR visitors represent approximately 13% of visitors.  

What is noteworthy is that almost 35% of visitors to Tourism Newcastle were business travellers, thus highlighting the importance of this sector in the Newcastle urban area. Business visitors are tending to stay longer, for 2-3 days comprised of 1 day business and then staying on for a weekend.  In addition, there is some interception of international tourists, particularly British and American tourists. These tourists are often on the Battlefields Route, or are travelling between Durban and Johannesburg.

The area is accessible by road and air, although the air service is primarily targeted to serve the business sector from Johannesburg. Return flights depart from Johannesburg International Airport on Tuesdays, Thursdays, Fridays and Sundays. 

A rough survey of travel brochures etc. indicates a total of just under 70 establishments offering accommodation – a total of approximately 1900 beds. These cover a broad spectrum of markets and accommodation types, from hotels, to Bed & Breakfasts to Lodges and Self-catering facilities. The majority of these are located in Newcastle. Most of the establishments and tourism service providers in the district are individual entities, although there are formal and informal networks between them e.g. referrals and there is an increasing tendency to affiliate to organisations such as Tourism Newcastle, Utrecht Publicity Association etc.

The sector is exhibiting strong growth, as indicated in an increasing number of beds available in the district as well as increasing visitor numbers. It has been estimated by Tourism Newcastle that occupancy levels among its affiliates average about 75%. This has been attributed to the success of events such as the Newcastle Winter Festival, the development of the Amajuba Birding Meander and Mangosutho Arts and Crafts Centre in attracting new visitors to the area. 

A further stimulus to tourism is the award of the International Newcastle Summit to be held in 2004 to Newcastle. This international event is likely to attract international visitors for stays of between 8 and 10 days. It is also anticipated that the hosting of the International Birding Summit in Durban during 2003 will provide another stimulus to the district, as the Amajuba Birding Meander offers the opportunity to conference attendees to sight endemic species. 

This growth can have significant beneficial spin-offs for the tertiary sector including transport, restaurants, printing and publishing (publishing of brochures etc) as well as for local employment creation e.g. birding guides.  It is, however, noted that the District could never become a prominent tourism node, nor will tourism dominate the local economy, due to the nature of attractions available (Harrison and Harrison, 1998). 

Although there are few records to allow for meaningful comparison in terms of the economic impact of tourism in the area, analysis of the levybase of the Amajuba District Municipality indicates that the tourism industry (through accommodation providers) generates an average of R3 million per annum in turnover and injects approximately R 700 000 per month in terms of salaries. It must be noted though that this levybase only includes the accommodation providers registered with the Amajuba District Municipality, and therefore does not include many of the smaller and unregistered B&B operations.

Other indications of the economic impact of tourism in the district include:

· The Newcastle Winter Festival is one of the largest 4 day shows in the country, attracting some 35 000 visitors.

· The Africa Swimming Challenge attracts over 1200 participants, fills 4 500 beds and has an economic impact of over R 6 million.

It is estimated that Newcastle town generates approximately R116 million per annum from tourism, and tourism related establishments earn R165 million, while 1 066 employment opportunities have been created in the area.  The gradual development of this sector has resulted in the diversification of tourism related activities (Tourism Newcastle, 2002).

The district is promoted as a tourism attraction through word of mouth, as well as organised marketing initiatives. These formal initiatives include:

· Tourism Newcastle

· Battlefields Association

· Amajuba Birding Meander

· Tourism KwaZulu-Natal

These initiatives have adopted methods that include brochures and maps, information office, exhibition at trade and tourism shows. A large proportion of business is indicated to be repeat business.

Additional promotion of the tourism potential of the area is through linkages with the surrounding developing tourism nodes of Memel and Wakkerstroom, which are focused on the weekend ‘getaway’ market for Gauteng and the individual attractions of these areas as cultural/art and craft and bird watching centres.

4.5.3.1
The Challenge for Tourism

Despite the attractions of the area, it cannot compete, particularly in the international market, with the attractions of Cape Town, Durban and the Kruger National Park (which are its main competitors). This may be attributed to the lack of a single ‘must see’ or ‘must do’ attraction in the area, and the perception that although the area may have individual attractions these are not sufficient to keep the tourist occupied as the area is seen as an industrial and mining district and therefore to be avoided. 

In addition, the sector faces a number of other challenges. The foremost is the area not located along a main tourism transport route. This is compounded by the poor signage to the area from the main routes e.g. N3, the need for improved road maintenance on access roads to tourism attractions, poor transportation services within the area, a lack of touring facilities and a lack of clear signage and route markers. Addressing this shortcoming will be a challenge of aligning the budgets of service providers with those of the tourism operators at the one end of the spectrum, to ensuring that maintenance programmes, such as ensuring that the controlled burning of grass verges to stop veld fires is done in such as manner as not to damage signposts at the other end.

It has been frequently indicated that for the tourism sector to develop, there must be greater institutional support and capital investment from the municipalities, particularly the District Municipality. 

4.5.3.2
The Amajuba Tourism Sector Plan

Objectives

To create a clear vision, objectives, strategies, key performance indicators and measurements for tourism development within the Amajuba District based on existing documentation, policies and strategies.

Strategies

Development strategies should be identified for the following:

· Niche markets and areas of opportunity for tourism development within Amajuba 
based on the available tourism attractions.

· The prioritisation of specific tourism projects and cost estimates for future detailed 
project business plan development.

· A marketing and branding strategy for the region which is in line with the KZN 
Tourism guidelines.

· Appropriate supporting infrastructure needed for tourism development.

· The development of tourism amongst all communities.

· Sourcing of funding for project and product development.

· Tourism safety and security.
· The communication, project implementation and monitoring of tourism amongst the 
relevant role players.
4.5.3.3
Market Assessment

The following is a highlight of some of the more interesting aspects of this analysis:

4.5.3.4
Foreign Tourism

There is a high incidence (50% more than the national average) of first time visitors to South Africa amongst foreign tourists visiting KwaZulu-Natal.  This is evident in the factors influencing foreign tourists’ decisions to visit South Africa and their methods of undertaking travel arrangements.  Compared with the national average, foreign tourists to KwaZulu-Natal are influenced to a greater degree by tourist brochures, leaflets or videos on South Africa, advice from travel agent, internet/other computer-accessed information, information from SA Tourism Board and editorial material & publicity on South Africa.  Foreign tourists to KwaZulu-Natal also relied more on undertaking travel arrangements with the assistance of a travel agent, tour operator or airline office/airline.  These factors have obvious implications for the marketing of the Amajuba region to overseas tourists.

Foreign tourists that visit KwaZulu-Natal are amongst those that are most attracted by the scenic beauty, climate, wildlife, ability to relax & escape and different cultures that South Africa has to offer.  This necessitates that tourism development in the Amajuba District Municipality preserves the scenic beauty and wildlife, and promotes the cultural richness and uniqueness of the area.

Foreign tourists that visit KwaZulu-Natal are more inclined to visit a craft market, township or cultural village, art gallery, museum or cultural site.

Three-quarters of foreign visitors to KwaZulu-Natal visit the Durban beachfront.  The notion that Durban is the primary gateway for foreign tourists into the province is an important consideration when planning for tourism development elsewhere in KwaZulu-Natal.

28% of foreign visitors to KwaZulu-Natal visit the Drakensberg National Park, a clear indication of the foreign tourist market potential for the Amajuba region.

7.3% of foreign tourists to KwaZulu-Natal visit the Battlefields.  This amounts to 81,916 foreign tourists.

4.5.3.5
Domestic Tourism

6.4 million domestic tourism trips were undertaken to KwaZulu-Natal from May 2000 to April 2001.  This accounted for 19% of the 33.5 million trips taken nationwide.  KwaZulu-Natal captured one quarter of domestic tourism spending nationwide, an amount of R 4.1 billion.  This made KwaZulu-Natal the second most visited province and the largest recipient of domestic tourism spending.

The tourism survey differentiated between leisure, VFR, business, health and religious trips.  The analyses that follow are for the most recent trip only.  Expenditure on leisure trips during the year under review totalled R 9.75 billion.  This accounted for 59% of the total amount spent on domestic travel and tourism during this period.  Expenditure on VFR trips during the year under review totalled R 4.5 billion.  This accounted for 27% of the total amount spent on domestic travel and tourism during this period.

The most popular of the twelve regions was Durban Central (31.3%), followed by Pietermaritzburg-Midlands (11.3%) and Battlefields (11.3%).  Visiting friends and relatives was the primary reason for travelling to all but two of the tourism regions.  The exceptions were Drakensberg and South Coast, where leisure trips dominated.

Figure 4.5.3.5.1: KwaZulu-Natal tourist trip destinations
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The SA Tourism national survey of the domestic tourism market in South Africa (2001) concluded the following for KwaZulu-Natal:

Almost three-quarters of the R 4 144 million (25% on the national total) on 6,6 million domestic tourist trips to KwaZulu-Natal was on leisure trips (R 908 per capita).  This exceeded the amounts spent on leisure tourism in any other province.  Primary destinations were the Durban Central and South Coast tourism regions.  Second in importance were VFR trips (R 181 per capita), the main destinations being the Durban Central and Battlefields regions.  In excess of R 100 million was also spent on each of the other three trip types: business, religious and health trips.  The major origins for visitors to KwaZulu-Natal destinations were the province itself (48%), Gauteng (23%), and the Eastern Cape (11%).  This indicates where marketing could be focussed but beyond which it is necessary, in order to attract visitors from other provinces.

Seven out of ten visitors to KwaZulu-Natal destinations were very interested in going to the beach, testimony to the attraction that this natural resource has for tourists.  Nature reserves were second most popular at 58%, which is an incentive for provincial tourism authorities to keep the marketing of its reserves high on the agenda.  This was closely followed by shopping, an attraction that could be harnessed by small business entrepreneurs.  Inland regions were less popular as destinations and the opportunity exists to channel a larger segment of the leisure market to regions such as the Drakensberg, Pietermaritzburg-Midlands, and Battlefields regions.  The large VFR market (largely Economy Trippers) should be encouraged to visit attractions in the areas that they visit their friends and relatives.

A challenge emerges in that 29% of visitors to KwaZulu-Natal perceive safety and security arrangements there to be poor.  High profile action to improve this aspect would be likely to attract larger volumes of tourists.  Additionally, one-quarter felt that value for money in the province is poor, signalling the need for greater attention to the needs of the Economy Trippers segment of the market.  One in five thought that the province’s roads were poor.
4.5.3.6
Tourism Development Strategy

The Vision

At a workshop held at Majuba Lodge, Newcastle on Friday the 14th of May 2004 and attended by key tourism industry stakeholders from the Amajuba district, the following vision was formulated for tourism in the district:

“The stimulation of tourism in the Amajuba District by marketing a variety of products to create prosperity for the inhabitants whilst preserving the natural environment and the cultures of the diverse peoples of the district.”
The following was agreed as a mission statement:

“To offer the tourist to the scenic Amajuba District, in a safe and secure environment, diverse, unique and accessible attractions based on adventure, sport, business, conferencing, culture and heritage and eco-tourism.”

4.5.3.7
Strategic Objectives

The strategic objectives of this project are as follows:

· Identification of niche markets and areas of opportunity for tourism development 
within Amajuba based on the available tourism attractions.

· The prioritisation of specific tourism projects and cost estimates for future detailed 
project business plan development.

· A marketing and branding strategy for the region which is in line with the KZN 
Tourism guidelines.

· Identification of appropriate support infrastructure needed for tourism development.

· The development of tourism amongst all communities.

· Identification of funding sources for project and product development.

· Addressing of tourism safety and security.

· Communication, project implementation and monitoring of tourism amongst the 
relevant role players.

4.5.3.8
The Potential

Tourism  Assets include:

· Accommodation

· Battlefields Route

· Fauna and Flora

4.5.3.9
Tourism Priorities

At a stakeholder workshop held at the Majuba Lodge, Newcastle on the 14th May 2004, the following prioritisation of projects was agreed:
Tourism Priorities

· Midway Meander (1)

· LUMS – Identification of Tourism Nodes (2)

· Newcastle Tourism Precinct (3)

· N3 Information Centre (4)

· Chelmsford Environmental Centre (5)

· Battlefields Links (6)

· Matching Tourism Opportunities with Land Claims (6)

· Game Farming & Hunting (7)

· Birding (7)

· Events (7)

· Arts & Crafts (7)

· Dam Sites / River Sites (Private)

· Golf Courses (Private)

· Trout Fishing Resort (Private)

CHAPTER 5:
SWOT ANALYSIS & OPPORTUNITY MATRIX

In summarising the aforementioned discussion, the strengths, weaknesses, opportunities and threats associated with the economy of the Amajuba District in general are presented hereafter. 

5.1
Agriculture

	STRENGTHS
	WEAKNESS
	OPPORTUNITY
	THREATS

	· Livestock and livestock products showing signs of growth 
	· Decline of commercial agriculture 
	· Investment opportunity in animal and animal products
	· Increasing input costs, theft and competition

	· Provides remuneration opportunities for local communities through labour intensive practices
	· Decreasing contribution to formal employment 
	· Beneficiation of agricultural products e.g. through cut flowers and organic growing
	· Variable weather conditions and legislation 

	· Commitment of commercial farmers to support emerging farmers
	· Poor institutional support 
	· Development of small-scale agriculture 
	· Increasing mechanisation resulting in reduced employment opportunities 

	· High to moderate agricultural potential for crop and livestock farming
	· Limited agro-industrial activity 
	· Alternative and niche market crops e.g. essential oils
	· Pressure on land related to unsustainable land practices including over-stocking 

	· Area free from foot and mouth with high to moderate agricultural potential
	· Uncertainty relating to implementation of land reform programme
	· Dairy farming  
	· Communities not fully aware of the economic potential of diary product and commercial cattle herding


5.2
Manufacturing

	STRENGTHS
	WEAKNESS
	OPPORTUNITY
	THREATS

	· Good infrastructure in place
	· Sector showing poor profitability ratio 
	· Development of the textile and wearing apparel industry and upstream input supplies
	· HIV/AIDS limiting growth of an economically active population

	· Remuneration opportunities still provided by manufacturing 
	· Dominated by few firms
	· Opportunity to develop light industry 
	· Loss of investors and potential investors to other localities offering better incentives

	· Newcastle considered a notable manufacturing node in the province 
	· Reduced employment opportunities provided by manufacturing 
	· Specialised steel products
	· Increasing mechanisation resulting in reduced labour intensive opportunities in manufacturing  

	· Strong specialist clusters
	· Need for additional training to render Municipality a more attractive manufacturing centre 
	· Availability of factory floor space for redevelopment 
	· Increasing input costs (labour and raw materials) and competition 

	· Strong track record of attracting new investment
	· Manufacturing showing declining growth 
	· Downstream production of chemical products
	· Labour legislation

	· Established export base and international competitiveness of some sectors
	· Limited funding for capacity increase
	· Agro-processing opportunities e.g. the re-opening of the soy processing plant
	· Environmental Legislation


5.3
Tourism

	STRENGTHS
	WEAKNESS
	OPPORTUNITY
	THREATS

	
	· Uncontrollable
	· Controllable

	· Rich diversity of scenery, attractions and events focused on growing niche markets
	· Historical association as an industrial / mining area and N3 by-passing it
	· Signage (external and internal)

· Networking

· Working with SETA’s
	· Toll

· Labour Legislation
· Unemployment
	· low cost Housing between Ncandu & Ngaduma rivers

	· Strategic location in relation of Gauteng, Durban and the northern KwaZulu-Natal coast 
	· No tourism emphasis coupled with the lack of a tourism precinct and a lack of investment in training and co-ordination
	· Developing assets like:

· Fly fishing, hunting, birding, grouping of Chinese and other factory shops, township tourism, LUMS
	· Petrol price

· Global economy

· Petrol prices and interest rates

· Exchange rate
	· Pollution

	· District boasts excellent sporting facilities
	· Poorly equipped key tourism destinations
	· Co-ordination of efforts

· Website 

· Internet sales and marketing
	· Game regulations –inconsistent between provinces
	· Deteriorating roads with reporting mechanisms

	· Excellent facilities in terms of vital tourism infrastructure.
	· As a whole, district lacks a “must see” or “must do” attraction
	· Tourism Awareness, township tourism, mining tourism., 
	· Durban
	· Over development

	· Surrounded by well established tourism drawcards.
	· Poor signage, generally and particularly on N3
	· 2010 Soccer Bid
	· Political instability in KZN.
	· Irresponsible advertising

	· Famous Sporting and TV Personalities and Musicians hail from the area
	· Tourism investment largely left to the private sector operating in isolation and for self gain
	· Airport, railway routes, cable car, 

· Arts and crafts

· Show grounds

· Culture diversity
	· Population growth resulting in strain on natural resources
	· Financial stability

	· Safety and cleanliness (cleanest town award)
	· Limited town planning for tourism
	· Weekender Tourism Markets, adventure sport
	
	· Road safety

	· Excellent development infrastructure for industrial development
	· Lack of buy-in and commitment and lack of a co-ordinated common tourism vision
	· Identifying Sources of Funding

· New TKZN tourism strategy
	
	· Heavy trucks being diverted on route

	· 
	· Lack of access to funding
	· Casino, New Dam at Ncandu, Kings Palace, 
	
	· Comprehensive planning

	· 
	· Limited overall infrastructure
	· City of lights, 
	
	· Irresponsible advertising

	· 
	· Red tape around statutory processes e.g. (DFA)
	· 
	
	· 


Table 5.1 provides a summary of the identified opportunities, together with a matrix of criteria to provide guidance to the selection of the opportunities for the preparation of ‘outline’ strategic plans.

Table 5.1 – Matrix for Identification and Assistance in Prioritisation of Projects

	IDENTIFIED OPPORTUNITY
	FUNDING AVAILABLE
	TECHNICAL SUPPORT AVAILABLE
	ESTABLISHED MARKET
	LOCAL SUPPORT
	INFRASTRUCTURE IN PLACE

	Manufacturing
	
	
	
	
	

	Brick making
	N
	Y
	N
	N
	Y

	Local yarn and materials
	Y
	Y
	Y
	?
	?

	Textile manufacture
	N
	?
	?
	?
	?

	Steel products
	?
	?
	Y
	?
	Y

	Construction material and equipment
	?
	?
	Y
	?
	?

	Specialised steel products
	?
	?
	?
	Y
	?

	Insecticide
	?
	Y
	Y
	?
	Y

	Osizweni Bakery
	N
	Y
	Y
	Y
	N

	Metal window & door frames
	N
	Y
	Y
	Y
	N

	Metal roof sheeting
	N
	Y
	Y
	Y
	N

	Factory redevelopment
	N
	N
	N
	N
	N

	Biodiesel processing 
	N
	N
	N
	N
	N

	
	
	
	
	
	

	Agriculture
	
	
	
	
	

	Aquaculture
	N
	Y
	Y
	?
	Y

	Organic Farming
	DEDT - BP
	Y
	Y
	Y
	N

	Cut Flowers
	DEDT - BP 
	Y
	Y
	Y
	N

	Dairy Farming
	N
	Y
	Y
	N
	N

	Honey production 
	N
	Y
	Y
	Y
	Y

	Soya production
	N
	?
	Y
	Y
	?

	Leather supply
	N
	?
	Y
	Y
	N

	Essential Oils
	N
	?
	Y
	?
	Y

	Organic Meat Production
	N
	Y
	Y
	Y
	N

	Organic Dairy Products
	N
	Y
	Y
	Y
	N

	Natural Plant Fibre
	N
	?
	N
	Y
	N

	Wool production
	N
	Y
	Y
	Y
	N

	Equestrian Stables
	N
	Y
	N
	?
	N

	Forestry Grower Schemes
	Y
	Y
	N
	?
	N

	Game farming
	N
	Y
	Y
	Y
	N

	Traditional Medicine 
	N
	Y
	Y
	Y
	Y

	
	
	
	
	
	

	Tourism
	
	
	
	
	

	Tourism Precinct for Newcastle
	N
	Y
	?
	Y
	N

	Midway Meander
	N
	Y
	N
	Y
	N

	Development Around Ncandu Dam
	Partial 
	Y
	N
	Y
	N

	Golf Course and Trout Fishing Resort
	N
	Y
	N
	Y
	N

	Birding
	N
	Y
	Y
	Y
	N

	Chelmsford Environmental Centre
	N
	Y
	Y
	Y
	N

	Craft Sales Network
	N
	Y
	?
	Y
	N

	N3 Information Centre
	N
	Y
	N
	Y
	N

	Cableway
	N
	Y
	N
	Y
	N

	
	
	
	
	
	

	Other
	
	
	
	
	

	Coal mining
	N
	N
	Y
	Y
	N

	Call centre
	N
	Y
	N
	Y
	N

	Municipal Twinning
	N
	Y
	?
	Y
	Y

	Sports Centre for excellence
	N
	Y
	?
	?
	?

	Amajuba Business Centre
	N
	N
	N
	Y
	N


CHAPTER 6:
OPPORTUNITIES FOR DEVELOPMENT

6.1
Introduction

This section serves to provide an analysis of some of the opportunities for development within the Amajuba District Municipality’s area. These opportunities have been obtained through the Status Quo and SWOT Analysis of the municipality and through discussions with relevant stakeholders within the municipality. They are focussed on economic development through the agricultural, tourism and manufacturing sectors of the economy.  The opportunities identified are based on regional assets, local and international market assessments and research. It serves to outline opportunities that can and will make a significant impact on the district’s economy and outlines who the leader in the respective fields are. These opportunities are provided per Municipality. A summary of the opportunities to be considered in this chapter is as follows:

· Amajuba District Municipality

· Implementation of ALEDA; and

· Midway Meander

· Newcastle Municipality

· Small steel tools;

· Fertiliser; and

· Ntshingwayo Dam development.

· Utrecht Municipality

· Organic vegetables;

· Game farming; and

· Dairy farming.

· Danhauser Municipality

· Cut flowers

· Soy processing; and

· Biodiesel.

It is noted that the methodology associated with the identification of projects was that the project team agreed to investigate two opportunities for the District Municipality and three for each local Municipality to be prioritised by each respective entity.

6.2
Amajuba District Municipality

Two projects have been identified and will be detailed in this section of the project for the Amajuba Municipality. The two projects are:

· The Amajuba Local Economic Development Agency (ALEDA); and

· The Midway Meander

6.2.1
Amajuba Local Economic Development Agency (ALEDA)

The following document serves as a combined executive summary of the ABC Design Report undertaken by Ceenex and the Nedupola Trust and the ABC Implementation Report undertaken by the Kagiso Trust for the Amajuba District Municipality.  The recommendations prescribed have been aligned with current realities within the ADM and are based on realistic implementation principles and best practice models visited within SA.  This report describes the proposed implementation process for the Amajuba Local Economic Development Agency (ALEDA) and should be read with reference to Diagram 1 – 4 attached. 

6.2.2
Legislative Background

Section 152 of the Constitution requires that a local government must “promote social and economic development” and “encourage the involvement of communities and community organizations…”.  

Section 153 requires that “a municipality must structure and manage its administration, budgeting, and planning processes, to give priority to the basic needs of the community, and to promote the social economic development of the community, and participate in national and provincial development plans”.  

The Municipal Systems Act allows a municipality to carry out their functions through the mechanism of an appointed agent in terms of a service delivery agreement.

It is clear that municipalities in South Africa have a duty to promote economic development, and that they are empowered to do so through an agent or external service provider, as long as the service relationship is governed according to relevant legislation.

6.2.3
Overview of the economy

· The ADM is situated in the North Western corner of the KwaZulu Natal Province with a total population of 480 000 people.

· The ADM consists of the Newcastle, Danhauser & Utrecht Municipalities.

· All indications are that the Amajuba District economy has been declining over the past ten years due to various reasons. 

· During a 10 year period, the Amajuba economy has been stagnating, with an average annual growth rate in GGP of –0.7% and an average loss of employment at a rate of 0.9%. 

· Unemployment stands at 45,5% and basic service levels are well below national standards.

· The Amajuba Community and business owners requested that the Amajuba economy be stimulated, investment attraction interventions be put in place and that assistance be provided to entrepreneurs, existing business owners and potential business owners.

· What is required in the Amajuba District Area, is a rapid reconstruction and development initiative to ensure that the full economic potential of the area can be reached and that all families can live their constitutional right of “The right to work”.

· It was determined that 60 000 jobs need to be created to eradicate poverty and unemployment in the Amajuba District.

· Given the assessment that was done in terms of the current Amajuba economy, opportunities, stakeholders and user requirements, a design was put forward where an ALEDA (initially referred to as ABC) is established that can serve as a catalyst and be the place to make the Amajuba rapid reconstruction and development possible.

· The  Vision of ALEDA  can therefore be described as:

“Precipitating opportunities for businesses and jobs”

· Given that various support stakeholders already exist to support the functions of the agency, the role of the ALEDA will not be to “reinvent the wheel”, but to plan, inform, facilitate, capacitate and co-ordinate functions that can realize this dream. The functional design described in the report, indicates how the Vision and Mission will relate to service delivery functions.

· The Mission of ALEDA is described as:

“The provisioning of effective and efficient, economic and business development support services to the Amajuba District prospective and current business sector, in order to guide sustainable economic growth and job creation”

· Envisioning: It was envisaged that the ALEDA should create an enabling economic environment that is conducive for business retention, expansion and attraction, to increase the access of the previously disadvantaged and to promote co-operation and the establishment of economic linkages.
Given that approximately 60 000 jobs need to be create to alleviate the current unemployment situation in the Amajuba District the ALEDA should strive to live a logo of “One family, one job”: 
The ALEDA should thus provide a highly professional and efficient support service to the existing, emerging, and prospective entrepreneurs and investor in the Amajuba District by:

· Strengthening a partnership between the public and private sector

· Creating an enabling economic environment 

· Ensuring sustainable economic growth 

· Increasing access to the previously disadvantaged

· Promoting co-operation and establishing linkages with relevant economic institutions/organizations to allow for LED coordination.
· The ALEDA design is based on meeting the user requirements that were put forward by the Amajuba community and business stakeholders.  

6.2.4
Local Economic Development Agencies (LEDA’s) as a solution

The ALEDA concept is similar to the Local Economic Development Agencies (LEDA’s) that one finds world wide.  Most municipalities in South Africa are in a process of establishing or operating a “local economic development initiative”, many with the support of donor funds. It may be an expectation that many of these efforts will fail due to three main reasons:

· Poor design

· Inadequacy of resources deployed

· Ineffective communication and coordination strategies

To overcome these obstacles, it is vital that a proper detailed business plan be done and the implementation thereof be resourced accordingly.   

6.2.5
Legal Entity

Increasing emerging international good practice, particularly in developing countries is that government as such should stay out of the business of business.  This does not suggest that government does not have an important “arms length” strategic role to play in the facilitation of business development.
Recommended best practice from the World Bank and other international agencies proposes for Local Economic Development Agencies (LEDA’s) to be an arms length entity, separate from local government, but linked to it by reporting and other accountability mechanisms.  It is recommended that the ALEDA should be a Section 21 Company, where Local Government can have the controlling vote.  

In terms of the Municipal Services Amendment Act, 2003, it is statutory that the agency be established as a “municipal entity” It must therefore comply with the requirements of the Companies Act, the Municipal Systems Amendment Act, 2003, and the Municipal Finance Management Act, 2003.

The challenge in addressing LED is to ensure effective partnerships between the Private and Public Sectors with properly designed communication and coordination structures.  These partnerships need an LED Implementing agency, which is the proposed purpose of the ALEDA – Diagram 1. 

6.2.6 
“Arms length” vs. internal approach

Recommended best practices from the World Bank and other international agencies recommend for the LEDA’s to be an arms length entity, separate from the local government but linked to it by reporting and other accountability mechanisms.  There are however many such organizations which are housed and governed from within government. There are both pros and cons to the arms length arrangement, as compared with the alternative of establishing it as a local government department:

	Pros of arm length organisation
	Cons of arm length organisation

	It is possible to establish an appropriate organizational culture: Entrepreneurial, competitive. This would not be appropriate within a local government.  
	Surveys have shown that councils give more money to their own departments than to outsiders, or arms length subsidiaries.



	Quick decision-making processes can be instituted, which run counter to the appropriate governmental mechanisms.
	Less ability to control. Decisions may be taken which are not directly compatible with council policy. It is not easy to ensure that the council’s objectives are foremost.



	Ability to attract donor funding. International and local donors are often not prepared to participate in government projects, but will provide grants to independent NGOs. 
	There perception that, by establishing an arms length organization, the council is out-sourcing its development function, which is a constitutional obligation.

	Transparent ring fencing. The extent of each participant’s support is readily visible in the form of an annual vote. An embedded organization has the opportunity to conceal the extent of support through cross subsidization and in-kind resource transfers. 
	The transparency of the funding commitment invites contestation. 

	Able to facilitate cooperation among a range of players, including the local municipalities in the area, provincial government, private sector, and international aid agencies. 
	Each local government is less able to claim ownership of the LEDA as a mechanism for achieving its own strategic goals, and statutory obligations. 

	An independent agency can have greater credibility with local business
	

	An independent agency can be more focused on measurable results. 
	

	It is easier to close down an independent agency for non-performance. 
	


It is recommended: that the ALEDA should be established as an arms length organization in the long term.

6.2.7
Organisational Structures of ALEDA

6.2.7.1
ALEDA Stakeholders

i)
The Amajuba Forum for Local Economic Development (AFLED) 

AFLED has already been established as an all inclusive LED stakeholder forum within the ADM through Council Resolutions of all the Municipalities within Amajuba – Diagram 2 

ii)
AFLED Stakeholders

Public Sector

· Local and Traditional Government

· Provincial Government

· National Government

Private Sector

· Organized Business
· Organised Labour
· Tertiary Education Institutions
6.2.7.2
Objectives of AFLED – Diagram 2
AFLED has no decision making powers, but will recommend LED matters to the different ExCo’s for consideration.  AFLED will form the Stakeholders of the ALEDA through the representation of all the stakeholders.  AFLED will be constituted out of 29 members and will form the Stakeholder Group for the ALEDA an advisory forum to the District- and Local Municipalities on all Local Economic Development matters within the District.  AFLED will be responsible for the following:

· Coordinate the formulation and implementation of municipal LED policies and strategic development plans in terms of the IDP’s;

· Encourage communication and alignment of LED projects among all stakeholders;

· Identify LED projects as part of the IDP process;

· Evaluate LED applications, projects and business plans for recommendation to the respective municipalities (ExCo’s) for consideration;

· Source funding for specific LED projects within the Amajuba District;

· Monitor the implementation and sustainability of LED projects within the District;

· Provide guidelines on LED roles and responsibilities (powers and functions) between the different stakeholders;

· Coordinate the functions and operations of the ALEDA as stakeholders thereof in accordance with the approved service agreement.

6.2.7.3
ALEDA as LED service Provider for AFLED and Municipalities

In order to ensure effective LED implementation it is recommended that ALEDA be established as external LED service provider to Municipalities and all stakeholders of AFLED.

6.2.7.4 ALEDA Design

(i) Objectives 

The ALEDA should provide a highly professional and efficient support service to the existing, emerging, and prospective entrepreneurs and investors in the Amajuba District by:

· Strengthening partnerships between the public and private sector;

· Creating an enabling economic environment;
· Ensuring sustainable economic growth;
· Increasing access to the previously disadvantaged;
· Enhancing Black Economic Empowerment;
· Promoting co-operation and establishing linkages with relevant economic institutions and organizations.
(ii) Service Delivery:

The following services should be delivered:

· Information (inc. Financial) Services

· Opportunity tracking and project processing support services

· Skills Assessment and Processing Services

· Product and Services Register

· Project Management (Tourism, Agriculture and Commerce & Industry Sectors)

· Entrepreneurial Capacity Building

· Economic and Market Research

· Business Development Support Services and Mentorship (new businesses)

· Business Retention and Expansion Services (existing businesses)

· Marketing and Communication Services

· Performance Measurement Services

· Special Programs

(iii) Board of Directors

Directors: AFLED will draft profiles, to be approved by the different ExCo’s, and advertise for Board of Directors.  One representative board member to be nominated by each Council within Amajuba to serve as Director on Board of Directors.  Municipal Councillors or officials may not be nominated as Directors, nor may National or Provincial elected representatives.  Three representatives to be nominated by the Private Sector (Organised Business).  The total number of board members will be seven with the Local Government sector being the majority (four representatives).  The Chairperson of the Board of Directors will be elected by the Board of Directors themselves.  

Ownership: The Four Municipalities will be the collective owners of the ALEDA with AFLED being the all inclusive representative stakeholder group.  The proposed ALEDA will comprise of the following – Diagram 3:

· One non- executive Chairperson
· Seven non-executive Directors
· Four  (4) Municipal representatives

· Three (3) Private Sector representatives
· Chief Executive Officer (CEO) – fixed term performance contract appointment
· Professional Support team
· Two (2) Directors – fixed term performance contract appointments

· Twelve (13) staff members within the four Implementation Units – permanent appointments  
The Chairperson of the Board of Directors and the CEO will represent the ALEDA on AFLED.
(iv) Key Performance Indicators (KPI’s)

· Additional jobs created per annum

· SMME loans facilitated

· Increased sales of electricity

· Increase in Payroll and Turnover Levies

· Inward Investment opportunities created

· Number of consultations, business plans prepared

· Number of visiting investors assisted and number of events hosted, 

· Number of entrepreneurs supported and capacitated

· Number of LED opportunities identified

· Increase in local GGP (not for performance evaluation purposes due to too many other influencing factors)

(v) Funding Principles

All sources of funds must adhere to the following eight basic principles :
· Adequacy

· Independence

· Sustainability

· Incentives

· Incremental

· Performance related

· Transparency and accountability

· Law abiding

(vi) Sources of Funding and assistance 

In Table 5, each possible funding source has been evaluated. The importance of each criterion was estimated subjectively, and allocated a value between 0 and 9. The extent to which each source met the criterion was estimated on a simple 3-point scale.  A score was then calculated for each source as a percentage of the maximum possible score, and the sources ranked on this basis.  As can be seen, the top scoring sources are a share of RSC levies, project management fees, membership fees, specific charges and Tax increment financing. 

The worst scoring sources are staff secondment and grants. This result follows from the high priority given to independence, incentives and performance linkages in the rating process.  It has however been proven by certain best practice case studies that Grant Funding from different stakeholder sources over the first 3 – 5 years of establishing a LEDA is critical for the successful implementation of the LEDA.  

For this reason grant funding will be sourced for the implementation of the ALEDA.  The secondment of existing LED human resources within the Municipalities will be considered during the initial preparation phase of the ALEDA to allow for cost savings and capacitating of existing staff. 

(vii) Long term sustainability

In order to ensure long term sustainability of the ALEDA, the following income generating functions should be considered by the Board of Directors and CEO for implementation:

· Hosting of shows and exhibitions

· Development and utilization of local showground’s (development potential is currently being investigated)

· Advertising within the District on billboards 

· Arranging and hosting of conferences

· Training and capacity building of municipal staff and beneficiaries of projects linked to the Extended Public Works Programme (by the DoPW) and projects related to the Municipal Infrastructure Grant (MIG).

· Remuneration from private and public sector stakeholders for specific services rendered in terms of the service agreement between AFLED and ALEDA.

· Transfer of freehold land of Municipalities
· Transfer of land-related concessions
· Proportional LED Levy charge to District Municipality 
6.2.8
Implementation criteria for the ALEDA

6.2.8.1
Principles of Implementation

· Focused on Objectives of the ALEDA

· Consistent with intended culture of the ALEDA

· Transfers sufficient authority for effective operation

· Accommodates stakeholders concerns

· Builds capacity in human resources and systems

· Funding sources must last for implementation period

· Creates confidence and build support

· Conforms to legal and procedural requirements

· Phases implementation

· Cost effective implementation

· Involve existing LED staff capacity and functions.

6.2.8.2
Selecting projects to meet the Objectives

Within each program area projects should be selected on the basis of clear criteria, indicating;

· Project objective

· Project inputs

· Project outputs

· Project outcomes

· Project impacts

· Project management

6.2.8.3
Phased Implementation of ALEDA

The implementation process will be determined by the financial support received from various stakeholders.  As soon as adequate funding has been sourced from potential donor partners, the full implementation process (Stage B) can commence.  

i)
Stage A: Preparation 

R470 000 has been made available by the ADM on the 2004/05 IDP financial plan specifically for the ALEDA Preparation Stage and an additional R1 million has been made available for LED related projects.  

ii)
Phase 1: Approval of ALEDA design and implementation plan

Approval of the ALEDA design and implementation plan by AFLED and all the ExCo’s.  This business plans has been approved by AFLED during a meeting held on 9 June 2004.  This phase will be managed by the ADM.

iii)
Phase 2: Secondment of staff

AFLED to assign the establishment function of the ALEDA to a specific LED official or officials within the Amajuba District to facilitate Stage A of the ALEDA implementation and secondment of existing LED staff into the proposed Implementation Units with the assistance of the HR Departments within the Amajuba District and Newcastle Municipalities .

This phase will allow for the informal secondment of staff from other departments within the Amajuba District Municipality and the other Local Municipalities to assist the ADM during the implementation of the ALEDA – Diagram 3.

iv)
Phase 3: Establish AFLED fully

Fully establish the Amajuba Forum for Local Economic Development (AFLED) as ALEDA stakeholders for Stage A and B of the implementation process.  This process is currently under way and AFLED has been established and have been functioning effectively since March ’04.  A few stakeholders have however not nominated representatives to serve on AFLED to date.  The establishment of and terms of reference for AFLED have been approved by all ExCo’s of the Municipalities within Amajuba by means of ExCo Resolutions.  This Phase will be managed by the ADM.

v)
Phase 4: Establish ALEDA Implementation Units – Diagram 3
The following proposed structural design and correlating functions will be confirmed by the CEO after his/her appointment.  This phase focuses on the establishment of the following ALEDA Implementation Units:

a.
Local Business Support Centre (LBSC) Unit

Responsibilities:

Assist all entrepreneurs, SMME’s and existing businesses with the following:

· VAT and Tax registration

· Registration of Companies

· Invoicing and Pricing

· Tendering and Quotations

· UIF & Workman’s compensation

· Employment Contracts

· Business Plan formulation and processing

· Business Skills Development / Capacity Building

· Source specific project financing

· Set up satellite LBSC’s at development clusters

· Facilitate labour and procurement matters

Staff:

· LBSC Unit Manager


- Stage B, Phase 2

· Help Desk Officer


- Stage B, Phase 2

· Capacitating Officer


- Stage B, Phase 2

· Admin Clerk



- Stage B, Phase 4

Available finance:

· R270 000 ADM IDP

b.
Project Management Unit

Responsibilities:

· Incubator and cluster implementation

· Economic Database Management

· Opportunity Tracking

· Project Management and mentorship

· Draft Project Business Plans

· Project Monitoring and Feedback

· Quality control

· Assist the Amajuba Project Management Unit with MIG project implementation and management

· Assist with the implementation and operation of the Extended Public Works Programme. 

· Linkage with Utrecht and Danhauser Municipalities

Staff:

· Project Management Unit Manager
- Stage B, Phase 2

· Project Manager


- Stage B, Phase 2

· Project Facilitator


- Stage B, Phase 3

· Admin Clerk



- Stage B, Phase 4

Existing finance:

· R200 000 – ADM IDP  

c.
Tourism and Publicity Unit

Responsibilities:

· Community Tourism Organisation (CTO) development and support

· Battlefields Destination Promotion

· Tourism Project Planning

· Tourism Project Implementation

· Implementation of the Amajuba Tourism Development Plan

· Regional Publicity

· Events Management including the Vodacom Amajuba Winter Festival

· Tourism Project Management

· Development of the Midway, Battlefields and Birding Meanders

· Promotion of Township Tourism

· Shows and Exhibitions

· Tourism Marketing and brochure development

· Tourism Database maintenance

· Ensure linkages and alignment with KZN Tourism  

Staff:

· Tourism and Publicity Unit Manager
- Stage B, Phase 2

· Tourism Officer



- Stage B, Phase 2

· Project Manager



- Stage B, Phase 3

· Admin Clerk



- Stage B, Phase 4

Existing finance:

· R500 000 ADM IDP  

d.
Research and Marketing Unit

Responsibilities:

· Customer Care and Marketing of ALEDA

· Inward Investment

· HR and Finance

· Business Retention and Expansion

· Partnership and Consortium Facilitation

· Legal Facilitation

· Incentive schemes

· Economic Analysis 

· Economic Research and Strategy Development

· Economic Planning and alignment with IDP’s

· Source Funding for the ALEDA

· Source project funding

Staff:

· Research and Marketing Unit 

· Manager

 

- Stage B, Phase 2

· Economist



- Stage B, Phase 2

· Project Manager


- Stage B, Phase 3

· Admin Clerk



- Stage B, Phase 4 

Existing finance:

· R650 000 ADM IDP

vi.
Phase 5: Source funding 

Source funding for the implementation of Stage B of the ALEDA implementation from various possible funders.  This process will be managed by the ADM.  Duration for Stage A: 3 – 6 months depending on sourcing of funding phase.  No appointments will be made for the ALEDA during Stage A:  The above mentioned Implementation Units will be operated by the existing seconded LED staff within the Amajuba District and Newcastle Municipalities as an interim measure.

vii.
Stage B – Arms length implementation of ALEDA

a.
Phase 1: Establishment.  

During this phase the following must be established:

· Service providers agreement between AFLED (as stakeholders) and ALEDA, to be drafted by AFLED and approved by all ExCo’s

· AFLED to draft profile of Board of Directors for approval by ExCo’s and advertise

· AFLED to recommend the appointment of Board of Directors to all ExCo’s for confirmation of appointments.  The Board of Directors will initially not receive a fixed salary, but only a meeting allowance.  This arrangement can be reviewed in future by AFLED and the ExCo’s

· Refer to section relating to the compilation of the Board of Directors

The following must be achieved by the Board of Directors (BoD) during phase 1:

· Secure funding for phase 1 and commitment for further support for subsequent phases. This funding must be capable of being held over for the subsequent phases and the process will be driven by the ADM.

· Initiate the registration and legal establishment of the Agency. 

· Appoint legal representatives and auditors on outsourced contractual basis.

· Appoint a CEO for the ALEDA.

· Determine delegated powers of the ALEDA Board of Directors for approval by AFLED and the ExCo’s

· Advise the CEO on the appointment of essential staff – Diagram 3.

· CEO and BoD to draft final staff structure, job descriptions and duty sheets for LEDA staff.

· Assist the CEO in drawing up an ALEDA Strategic operational Plan, and detailed business plan for the next phase, including the selection of suitable phase 2 projects. These projects must be: 

· High impact and visible.

· Short term delivery based

· Contribute to building relevant capacity.

· Within the cost frame of available funds.

· Acceptable to key stakeholders (AFLED). 

· Capacity must be created, and existing personnel fully seconded bychoice.

· Premises for offices selected and procurement for rent or construction process to begin. 

· Any business conducted which is non-core must be done by engaging in short term contracts, and by initiating relationships with existing service providers which can lead to formal relationships in later phases.

· Officially launch the ALEDA.

b.
Phase 2: Take Off. 
The CEO will accomplish the following in phase 2:

· Register the ALEDA as a section 21 Company.

· Registration with the Receiver of Revenue for Tax Purposes (Income Tax, Employees Tax, VAT, Skills Levy etc.)

· Registration with the Local Authorities for RSC Levy purposes;

· Application (after registration) for exemption of Income Tax;

· Application for Registration as a Non Profit Organisation (NPO) as well as a Non Governmental Organisation (NGO) with the Department of Social Development.

· Sought accreditation with the necessary organizations

· Set up permanent LEDA offices and satellites through rent, purchase or development.

· Purchase 2 all terrain pool vehicles, computer hardware and software and basic office equipment.

· Install IT networks and systems. 

· Appoint key staff – Admin officer, 4 x Implementation Unit Managers and at least the Help Desk Officer, Capacitating Officer, Project Manager, Tourism Officer and Economist to allow for two operational staff members per Unit – Diagram 3.

· Align the implementation Units functions if needed

· Conduct a stakeholder Analysis

· CEO and Chairperson of the Board of Directors to represent the ALEDA on AFLED, Amajuba IDP Representative Forum and Amajuba Service Providers Forum. 

c.
Phase 3: Consolidation and Linking

· CEO to implement the ALEDA Strategic Operational Plan as approved by AFLED and ExCo’s.

· Appoint Project Facilitator and 2 x Project Managers – Diagram 3

· Strengthening and possible expansion of projects begun in phase 2. Creation of branch offices of the LBSC. Research for IDP. Planning of local events: Commercial Expo’s, shows and exhibitions. 

· Establish Partnerships and other relationships with organisations, which deliver non-core functions. 

· Set up Forums for co-ordination of development in addition to AFLED (if needed). 

· Creation of capacity to participate and provide input to IDP: Research, community participation and consultation, stakeholder databases and analyses. 

· Implement long term sustainability programmes (refer to section 6.2.1(vii) of this document)

· National Advocacy.

· Building the following internal systems and capacity in preparation for phase 4 in compliance with the relevant legislation:

· Strategic Planning Systems

· Procurement Systems 

· Partnership Management Systems

· Performance Management and Monitoring Systems

· Stakeholder consultation processes and communication channels.

· HR systems

· Financial Systems 

· Local Economic Research and IDP participation

· Land Use Management Systems (LUMS) – influence provincial and local LUMS based on LED principles

d.
Phase 4: Full scale operations

· Full operation of ALEDA Implementation Units

· Permanent appointment of full staff complement to ensure effective operation of the ALEDA (2 x Directors & 4 x Admin Clerks – Diagram 3).

· Identification of LED projects.

· Establishment of partnerships

· Advertising and Marketing.

· Database of Economic Data. (Website)

· Implement LED Opportunity Tracking System

· National Advocacy

· Participation in IDP.

· Land Management.

· Events Management.

· Source funding for annual operational cost

Duration for Stage B:  18 months

6.2.8.4
Timeframes for implementing ALEDA

· Stage A: 

3 - 6 months

· Stage B: 

Phase 1: 3 Months

Phase 2: 6 Months 

Phase 3: 3 months 

Phase 4: 6 months 

Total anticipated duration for implementing Stage A + B: 21 – 24 months

6.2.8.5
Detailed Costing per phases

The provisional cost estimates are attached as Annexure A.

6.3
The Midway Meander

A Midway Meander is an opportunity that extends beyond the borders of the Amajuba district, but if the Amajuba District Municipality takes the initiative on this opportunity, Newcastle could become established as the epicentre of the meander with considerable spin-off benefits to the district as a whole.

The Midway Meander must be designed in such a way as to build on the existing Amajuba Birding Meander and the Battlefields Routes but with a broader general tourist appeal.

Three meander routes are envisaged:
Route 1 – a Mountain Meander 

Will run to the west through the municipal lands in the Ncandu and Nguduma river valley (which it is proposed be incorporated into a game reserve) and then along the route adjacent to the Drakensberg foothills, which dominate Newcastle, to the Ncandu Falls, en route to which it will meet the Scott Street extension tarred road.  Right of this are Muller’s Pass and Normandien Pass, which are magnificent scenic areas.  After 25km, the route would divide into two options both of which roads link up to the Verkykerskop road (eventually ending up towards the north-west at Kranskop) which in turn leads to Memel on the R34.  Memel is the site of a famous bird sanctuary and Ramsar wetland area known as Seekoeivlei and is rapidly developing into the next Dullstroom or Clarens of South Africa.  A number of foreign interests have invested heavily into this area and it promises, in the very near future, to be one of the main birding destinations in South Africa.  Birding has huge popularity around the world and is the most common hobby internationally.

Route 2 – the Majuba Meander 

Would also commence at the corner of Memel Road and Allen Street, and run along Allen Street towards Volksrust (Battle of Majuba, Laingsnek and Schuinshoogle) before proceeding along the escarpment to Wakkerstroom.  The route would then take in the Zaaihoek Dam and bird sanctuary before returning to Newcastle via iNgogo.  As described here as the Majuba Meander.

Route 3 – the Maria Meander 

Would be along the Ladysmith road towards Chelmsford Dam, Hattingspruit and the Farmers’ Brewery, the Maria Ratschitz Church, with an optional turn-off to Dundee, Talana, Isandlwana and Rorkes Drift, and with a return route via Blood River and Utrecht.

These Meanders will incorporate existing Birding, Battlefields, Art and Crafts and Township routes which should be prominently identified as sub-interests within the three main Meanders.

It is expected that the marketing will be extremely expensive and will involve a film being made of all three Meanders, as well as advertising boards at the Villers toll gate on the alternate route R103 off the N3, as well as the similar advertising from the Ladysmith, Ulundi and Eshowe sides.  Despite the cost, it is envisaged that the financial returns will be immense for the area and will create many jobs.  The utilisation of the municipal farm is also being considered as an affirmative project whereby interested African businessmen can lease this ground from the municipality and carry out the various developments with funding assistance, donors etc.  This development will aim to attract the Gauteng, Durban and Bloemfontein market to the Newcastle epicentre.  The marketing will also have to be done internationally to ensure the sustained success and utilisation of this attraction. 

It is expected that Newcastle will be the epi-centre of the Midway Meander and the centre of eco-tourism activity with the major development adjacent to the Taiwanese monument at the corner of Alan Street and the R34 Memel Road. This development is anticipated to cater for transport for the three Midway Meanders. It will also serve as a centre to hire guides, to book accommodation etc. 

To address the existing poor image of Newcastle as a tourism destination and to provide a central area where tourist facilities can be grouped, a tourism precinct needs to be defined where basic investment in public infrastructure can be focused.  A perfect location is the valley between the Ncandu and Nguduma Rivers.  This scenic area runs right into the centre of Newcastle (to the intersection of Memel Road (R34) and Allen Street (D96) where the Chinese monument is sited).  From this intersection the valley extends for several thousand hectares right up to the Drakensberg foothills – a wonderful vista of a typical African plain backed by mountains.  The immediate vicinity already incorporates a public park on the opposite side of Allen Street and the area is contiguous with the Fort Amiel site and nearby cemetery.  The valley already contains the Grey Goose Farm Lodge with its restaurant and extensive conference facilities.  Grey Goose Farm is game fenced and together with the approximate 700 hectares of vacant municipal land on the floodplain could form the kernel of a magnificent game reserve that extends right into the heart of Newcastle.  The long term plan would be that adjacent properties would be incorporated into the game reserve and that the entire Ncandu and Nguduma valley, which one can see leading up to the Drakensberg amphitheatre would become part of a huge game park going over the Drakensberg foothills towards Kranskop.

At the intersection of Memel Road and Allen Street we envisage a range of tourism facilities including:

· A relocated tourism information office for Newcastle and the Amajuba district

· A Zulu craft centre

· A café and restaurant

· A service station for fuel sales

· Tourist orientated retail facilities

· Booking and check-in facilities for horse, hiking, birding and 4X4 trails

· Toilet facilities

· A short landscaped trail through the game reserve to Fort Amiel and the cemetery 
with indigenous plants and trees identified along the route.

· It is envisaged that an historically correct development depicting Zulu heritage 
(pictorially and through video, CDs, etc) be developed adjacent to this area, which 
would include a accurately designed traditional Zulu village.

A further major advantage of concentrating tourist facilities in a centralised and easily accessible tourism precinct is that within this area tourism safety and security can be effectively managed.  Nothing destroys a tourism business more quickly than criminal activities that impact on tourists.  Tourists are seeking a good time and tourist victims of crime will be extremely unhappy however good the rest of the tourist experience has been.  The bad experience will live with them for a very long time and they will talk and tell others about their unhappiness.  The cost of neutralising the negative effects of crime will be substantially greater than the cost of providing excellent security in a defined tourism precinct.

6.4
NEWCASTLE MUNICIPALITY

Three projects were identified for the Newcastle Municipality. These are as follows:

· Small steel tools;

· Fertilizer factory; and

· Marina development. 

6.4.1 Small Steel Tools 

6.4.1.1
Introduction

Approximately a third of all South Africa’s manufacturing is represented by the well-developed metals industry, with vast natural resources and a supportive infrastructure. It comprises basic iron ore and steel, basic non-ferrous metals and metal products. The iron and steel basic industries involve the manufacture of primary iron from smelting to semi-finished stages.

6.4.1.2
The Steel Industry

South Africa is ranked as the world’s 19th largest steel producer of steel, and is the largest steel producer in Africa, accounting for approximately 60% of total production (www.safrica.info).   

The primary steel products and semi-finished products include billets, blooms, slabs, forgings, reinforcing bars, railway track metal, wire rod, seamless tubes and plates. South Africa is a net exporter and is ranked 10th in the world, to more than 100 countries. Approximately 
500 000 tons of ferrous-scrap was exported by metal recyclers in 2001. Imports accounted for only 5,8% of total domestic consumption of primary steel products in 2001. Sales to the local market increased by more than 6% during 2001 when compared with 2000 (www.safrica.info). 

Iscor is South Africa’s largest steel producer. Other industry players are Scaw Metals, Cape Gate, Columbus Stainless Steel, Highveld Steel, and Vanadium and Cisco. The international and local steel industry has changed dramatically over the past two years. Several steel companies have fallen away and protectionism has increased. In order to survive these conditions, the South African primary steel industry has taken major steps in becoming more efficient and competitive. Many of the local steelworks have engaged in ongoing restructuring processes and productivity improvements.

The steel industry is a major contributor to the Gross Geographic Product of the Country and is also important in terms of employment and foreign exchange. Given the importance of the industry to South Africa, it is essential to ensure its competitiveness. South Africa has a competitive advantage in terms of the cost of raw materials and electricity. However, because South Africa has to import nickel South African companies such as Iscor do not have a cost advantage in raw materials for stainless steel but it does for alloy and carbon steels. 

In the early 2000s, an added competitive advantage was the Rand-dollar exchange rate. However, with the strengthening of the Rand in 2003, South Africa is not looking as attractive to importing countries. As such skilled and semi-skilled people would end up losing their jobs in this sector. The South African steel industry is thereby facing a major challenge to becoming more competitive in the international marketplace. 

6.4.1.3
Steel Manufacturing In Newcastle

Iscor is the largest steel industry within the Amajuba Municipality, which contributes approximately 70% of manufacturing turnover in the district and 54% of salaries paid by manufacturing concerns. Over the last decade there has been much turbulence affecting the firm and the industry, which resulted in thousands of people losing their jobs. However, over the last two years there has been an upswing in business. However, it is likely that Isor, like all other manufacturing industries have been hard hit by the strengthening of the Rand over the last year. 

Other firms that dominate the sector are:

· Newcastle Diamond Cutting Works; and

· DHE – Venco Works.

A number of smaller scale downstream manufacturers have established in Newcastle, thus leading to the iron and steel cluster. These smaller enterprises are most easily affected by changes in the economy and in 2002 a number of these were recorded to have closed down. 

However, the issue of manufacturing of downstream products requires serious consideration. The fact that there is an obvious competitive advantage in the area needs to be capitalised on. Items that are utilised locally on an almost everyday basis should be investigated. These would include items and tools such as scissors, screwdrivers, wrenches, hammers and bolts and nuts to name a few. The local demand (provincially and nationally) would in all likelihood be a springboard to international markets. The Rand – dollar exchange rate, has at this point hurt the manufacturing industries around the country. Therefore, starting at a local level and growing beyond the borders would be the preferred route for development. 

The fact that there are a significant number of people in Newcastle who have lost their jobs from the steel-manufacturing sector means that there are many skilled and/or semi-skilled people in the Newcastle Municipal area who are aware of how to work with steel. In this regard, some training would be required to produce the end product. In this respect, jobs will be created, the local economy will be stimulated, a high value product will be produced, the iron and steel cluster will be reinforced, and the products produced will be diversified. 

Therefore, it is the motivation of this study for further investigations into the production/manufacturing of small steel tools within the Newcastle area for SMME development. 

6.4.2
Fertilizer Factory

6.4.2.1
Introduction

Industrial minerals serve many agricultural uses, from soil amendments (lime, potash, perlite, and vermiculite); animal feed supplements (magnesia and salt) to micronutrients (calcium borates, suphur, and magnesia). The most important minerals in volume and value are fertiliser minerals, phosphate and potash. Phosphate and potash are two of the three main macronutrients required for plant growth (nitrogen, phosphate and potash = NPK). 

6.4.2.2
History Of Fertiliser Production In South Africa

The manufacture of fertiliser in South Africa dates back to 1903, when the South African Fertiliser Company (SAFCO) in Durban commissioned the first phosphate plant, using animal bones. Subsequent development of the mining industry necessitated the production of explosives in South Africa and enabled the production of large quantities of sulphuric acid, as a by-product. The sulphuric acid was used in fertiliser production, which became a viable proposition. This led to the commissioning of the Kynoch superphosphate plants in Umbogintwini in 1919, and two years later Cape Explosives (Capex) at Somerset West, which was originally known as De Beers Explosives.

South Africa was dependent on imported fertiliser products, which were mixed and blended with the local products. Import supplies dried up during the Second World War. Price control was introduced as a war measure during the early 1940s and was abolished on January 1984.

Foskor, a wholly owned subsidiary of the Industrial Development Corporation (IDC), developed the deposit at Phalaborwa in 1951. The Sasolburg oil from coal plants was brought on stream between 1950 and 1960. Raw materials for fertiliser production became available and the Fisons and Windmill fertilser factories were established at Sasolburg and the Bosveld factory at Phalaborwa. 

Omnia started with the distribution of agricultural lime in 1953 and opened its first fertiliser factory at Sasolberg in 1967/68. Three liquid fertiliser plants were located at Dryden, Danielsrus and Hectorspruit, a second factory at Sasolburg and a phosphoric acid plant at Phokeng near Rustenberg followed this. Triomf established its factory in Potchefstroom in 1967. Thereafter, a factory at Richards Bay was established in the 1970s. 

The lifting of price control on fertilisers in 1984 coincided with several other events including the most severe drought in two centuries, and the coincidence of the worst recession since 1930s had a serious effect on both farmers and fertiliser industry. Sasol Limited, which had previously been a supplier only established its own fertiliser company and started marketing directly to farmers in 1984. However, this stopped in 1992. The years of 1999 to 2002 were characterised by large-scale rationalisation and acquisitions in the industry. 

6.4.2.3
South Africa’s Consumption Of Fertilisers 

The availability of relatively cheap, high quality fertilisers in the heartland of the Highveld grain-producing areas led to rapid expansion of grain production. Fertilisers demand increased quickly from 90 000 tons NPK in 1955 to more than 600 000 tons in the 2000s. 

During the 1970s, fertiliser demand expanded at a rate of more than 10% per year. This happened at a period of increasing political isolation. Government policy at that time stimulated agricultural production through cost-plus pricing of agricultural commodities in a strictly regulated environment of one-channel marketing. However, this changed drastically in the early 1980s when a severe drought and sharp increase in the lank-lending rate all but wiped out many farmers’ wealth. As a result, there was a need for the total restructuring of agriculture, from a regulated, supply driven market to a demand driven market economy. 

Marketing boards were abolished, and the huge surpluses of maize, which had characterised the expansion phase, disappeared. The most significant result of these changes was the withdrawal of marginal land from crop production and a reduction of the hectares planted to maize.

As high levels of agricultural subsidies in the European Union and USA continue to distort international agricultural trade, which particularly affects less developed countries, future growth in fertiliser demand will have to come from increased food demand stimulated by domestic poverty alleviation and increased household income.

6.4.2.4 Manufacturing & Application Of Organic Compound Fertilisers

With the relatively new emphasis on chemical free and/or organic food production, many farmers have been changing their ways and the products utilised to grow their crops. Some of the reasons for the utilisation of organic compound fertilisers include:

· To cut down the cost of applying compost (less compost is needed);

· To reduce the nitrate pollution from chemical fertiliser; and

· To meet the different nutrient requirements of various crops.

A South African fertiliser company first produced organic fertiliser in South Africa in the 1970s. This organic fertiliser contained guano and ammonium carbonate as the main ingredients and was widely used by South African farmers. In the United States, the Dickerson Composting Plant used sludge slurry composted together with course wood chips, with lime or rock phosphate added to the final product, depending on market requirements. The cost of the composting system was quite high and the company suffered a net loss of US $7 million per 100 000mt in 1982. 

In 1990 an activated sludge pasteurisation process (ASP) was developed in South Africa. The activated sludge was enriched with nitrogen and phosphate through natural aerobic and anaerobic digestion. The process made use of a continuous flow pipe reactor, without the addition of any extra energy. The final product is used in a liquid form, and the cost is about US$30 – 45 per wet ton and US$180/mt for the dried solids. 

There are a number of techniques whereby the organic compound fertiliser can be manufactured. These include:

· Dickerson Sludge Composting Process

· Active Sewerage Pasteurisation Process

· TFC Special No. 4

· TFC Tobacco Organic Compound Fertilisers

· Experimental Pilot Plant  

6.4.3
Ntshinwayo Dam Development

6.4.3.1
Introduction

This opportunity has emerged from discussions with relevant authorities in Newcastle as having a potential for economic development for the Newcastle Municipality. At this stage, this project is still an idea and no documentation has been prepared in support of the said opportunity. No specific concept plan has been developed as yet. However, it has been suggested that the type of tourist attraction that the Municipality envisages involves a golf resort and estate, and tourism around the dam. This project i.e. the development of the Ntshingwayo Dam has been identified as an opportunity in earlier stages of the study and re-confirmed during steering committee meetings. In addition, and most importantly, the Midway Meander project highlights this area as part of one of the Meanders and recognises its importance for the development and is already motivating for development in this area. Therefore, the Ntshingwayo Dam development would be reinforced by the Midway Meander projects. 

Based on the fact that no concept has been at this stage decided upon, the report will provide some basic information on golfing resorts and estates and were possible on dam developments to give the Municipality an idea of the type of issues to bear in mind.

6.4.3.2
Golfing Resorts And Estates

South Africa boasts a number of world-class golf courses. KwaZulu-Natal has become one of the world’s greatest “new golf course discoveries” (http://www.drakensberg-tourism.com/golf-tours.html). It is spoilt for choice for golfers with over twelve top quality golf courses. The top ten golf courses in South Africa are: Fancourt Country Club Estate; Ernvale Golf Estate; Gary Player Country Club; Hans Merensky Country Club; Wild Coast Sun Country Club; George Country Club; Durban Country Club;Humewood Country Club; Glendower Country Club; and Selborne Golf Club. 

According to the President of the International Association of Golf Tour Operators, there are more than 2 000 golf resorts worldwide (http://www.southafrica.travelmall.com). He stated that in many cases the outstanding achievements of individual golf resorts single-handedly drive golf tourism in their particular region.

Golfing and safari tours seem to be gaining popularity and South African game lodges and bush camps have won international acclaim for the excellent standards in terms of accommodation, cuisine, and an all-round wildlife experience (http://cybercapetown.com/GolgingSafaris). Some of the establishments in the country that offer Golfing and Safari tours are: the Palace of the Lost City; Table Bay; Thornybush Game Lodge; Ulusaba Game Lodge; Fancourt Hotel and Country Club Estate; Steenberg Country Hotel; the Malelane Inter-Continental Sun; Sabi Sabi Game Reserve; and The Bay Hotel. This indicates that KwaZulu-Natal has a potential market for offering golfing and safari tours. With the Midway Meander including a game farm, a similar concept can be linked in with the golfing experience linked to the Ntshingwayo Dam.

Some golf courses offer a particular lifestyle to the elite target market. For example the White River Country Estate in the Mpumalanga Tourism Route markets the estate as a secure lifestyle investment (http://www.golfestatedevelopers.com). This golf estate is set amongst forests, dams, rivers and a grand 18 hole golf course. The estate has access control, security fencing and active guarding, which offers a peaceful and secure environment. The estate is only 20 minutes away from the Kruger National Park and only 20 minutes away from Nelspruit. This estate offers both the weekend homeowner or the permanent resident an unparalleled lifestyle. The estate is popular with families as some of the best schools in the country are located close by. Other sport facilities including tennis, squash, cricket and a swimming pool are also available. The Lake Longmere offers exciting water sport opportunities. The town of White River is approximately 5km away, which offers all services required for private living. This estate offers an extremely attractive and wholesome lifestyle. Newcastle can learn from this when developing their golf estate.

There are other factors to take into account when planning a golf estate. One has to be mindful of the fact that there is significant competition for people to settle on these golf estates. Unique golf estates like that planned for the Le Grand George golf estate near George (http://www.safrica.info). Four hundred stands have been placed on the market and are said to be selling fast. The estate’s nature reserve, which includes natural bush and fynbos, perfectly coincides with the “least disturbance to the environment design approach”. The intention was to preserve a natural, stand-alone rural atmosphere that will deliver a unique golfing experience. 

The Count Augusta Golf and Equestrian Estate in the heart of Plettenberg Bay, is planned to take things a step further by offering a world-class golf course and a world-class residential estate. It was stated that very often, golf estates have great golf courses but are lacking in other areas or vice versa. This area has unspoilt beaches, spectacular scenery, and whale watching in season. The Count Agusta Estate will cater for the rich and famous by providing top-quality facilities, from the golf course and clubhouse to the health-and-leisure and equestrian facilities, trails and nature reserve (http://www.compleatgolfer.co.za/estates_resorts).   

The Wild Coast Sun offers a fantastic package of op-quality golf courses, magnificent scenery, Zulu culture, excellent climate and lots of tourism excursions (http://www.zulu.org.za). In addition, golf tours to South Africa are good value for money for overseas visitors. Each golf estate has to be able to package a number of attractions to entice people to visit or live at that particular estate. The newer estates have got to be more creative than those developed in the past as people are always looking for bigger and better attractions with something new to see.   

The above are just some examples of issues that were considered when planning golf estates in the country. It is important that such issues are carefully considered so as to ensure that golfing tourists and local enthusiasts will be attracted to the area. 

6.4.3.3
Dam Development For Tourism 

There has been a serious lack of information regarding examples of dam development for tourism nationally and internationally. However, it is safe to say that dam developments are becoming increasingly popular, especially for those areas away from the coast. These dam developments offer interesting attractions to tourists and local day visitors, with a variety of activities to engage in. These would include water sports, craft centres/markets in the vicinity, and areas for braais etc. This type of development really offers developers an opportunity to get creative and try to attract the market to the area. An attraction like a dam cannot be developed in isolation. It is important to couple it with other attractions and/or activities to maximise the appeal of the development. As above, golf courses often pair up with dams and nature reserves. 

The Newcastle Municipality seems to display a similar trend with the previous emphasis on golf course estates. In addition, the Midway Meander project discussed previously also includes the development of the dam and will be able to market this development with the bigger development for the entire area. 

6.3.4.4
Motivation For Newcastle

The development of the Ntshingwayo Dam in Newcastle Municipality is considered as a viable option due to the following:

· The development fits in with the bigger projects promoted by the Amajuba Municipality i.e. the Midway Meander. These two projects will be mutually reinforcing to each other.

· Newcastle is considered as the epi-centre for the Midway Meander. This automatically gives the Municipality an extra edge in terms of the development of tourism as this is and will continue to be the hub of activity. 

· This type of development will create an exclusive and unique area in the province and country, which will have a greater attraction to tourists and people looking to settle in the area. 

· The Newcastle Municipality is currently well developed and will be able to handle the development that will emerge from such a development.

· Such a project will create jobs for the local people and stimulate the economy through diversification of the economic base. 

The Newcastle Municipality is also encouraging the development of the Ncandu Dam. The primary purpose of the Ncandu River Dam Development will be to build a 14 million cubic liter dam, which will:

· Augment water supply to Ntshingwayo Dam to enable more water to be released for irrigation.

· Create a partnership with SAB Miller to produce barley locally empowering mainly emerging farmers.

· Expose the natural Ncandu Forest - eco-tourism potential- creating a boardwalk of about 15km in the forest.

· Contribute to flood control in the Municipal area.

· Generate water savings in the area by entering into a risk reward agreement with council.

However, it is important to note at this stage that there is still a lot of work that needs to be undertaken for such a project. It is a recommendation of this report that this project is picked up and taken further by the Tourism Plan for Amajuba, which is currently in the course of preparation. Further to that though will be the need for the full concept plan, feasibility study, detailed plan, and business plan preparation to be undertaken by a specialist in the field.

6.5
UTRECHT MUNICIPALITY

There are three projects identified for the Utrecht Municipality. These are:

· Organic Vegetables;

· Game Farming; and 

· Dairy Farming. 

6.5.1
Organic Vegetables

6.5.1.1
Introduction

According to the International Federation of Organic Agriculture Movements (IFOAM), organic agriculture is defined as follows:

“Organic agriculture includes all agricultural systems that promote the environmentally, socially and economically sound production of food and fibres. These systems take local soil fertility as a key to successful production. By respecting the natural capacity of plants, animals and the landscape, it aims to optimise quality in all aspects of agriculture and the environment. Organic agriculture dramatically reduces external inputs by refraining from the use of chemo-synthetic fertilisers, pesticides and pharmaceuticals. Instead it allows the powerful laws of nature to increase both agricultural yields and disease resistance. Organic agriculture adheres to globally accepted principles, which are implemented within local social-economic, geoclimatical and cultural settings. As a logical consequence, IFOAM stresses and supports the development of self-supporting systems on local and regional levels”.

Historically, farmers have farmed organically for thousands of years before chemical fertilisers; pesticides and herbicides entered the farming scene. However, documented organic farming started in the early 1900s. 

One of the most significant factors that distinguish organic farming from other concepts of sustainable agriculture is the existence of production standards and certification procedures. Organic farming emerged from a niche market into a global movement. Consumer demand in the highly differentiated food markets is constantly increasing for food and agricultural products that are recognised to be healthy and have a low impact on the environment.

In addition to being certified organic by a credible and independent authority, developing long-term successful markets for an organic product is likely to require that the market can also satisfy a range of quality requirements similar to those for conventional products, which may typically include the following:

· Visual appearance;

· Size and uniformity;

· Taste, flavour, aroma and texture;

· Storage life at the optimum storage regime; and

· Packaging and presentation.

     (Source: MBB: 2002)

The organic trade is a growing reality all over the world. The European Union, the United States and Japan are by far the largest markets, but there are smaller markets in many other countries, including some developing countries. Although growth is very natural, the growth rate of the organic sector is indicating that a “boom” period lies ahead. The United Kingdom has developed into the fastest growing market for organic food over the last couple of years, so too has the USA! The main organically produced products, which are traded internationally, are:

	· Fresh fruit and vegetables
	· Dried fruits and nuts

	· Processed fruit and vegetables
	· Coffee, tea and cocoa

	· Spices and herbs
	· Oil crops and derived products

	· Sweeteners 
	· Cereals and grains

	· Dried leguminous vegetables
	· Meat, dairy products and eggs

	· Alcoholic beverages
	· Processed food and food preparations


6.5.2.2
The Principle Aims Of Organic Production And Processing

Organic production and processing is based on a number of principles and ideas. They are all imported and are not necessarily listed below in order of importance:

· To produce food of high quality in sufficient quantity.

· To interact in a constructive and life-enhancing way with natural systems and cycles. 

· To consider the wider social and ecological impact of the organic production and processing system.

· To encourage and enhance biological cycles within the farming system, involving micro-organisms, soil flora and fauna, plants and animals.

· To develop a valuable and sustainable aquatic ecosystem.

· To maintain and increase long-term fertility of the soils.

· To maintain the genetic diversity of the production system and its surroundings, including the protection of plant and wildlife habitats.

· To promote the healthy use and proper care of water resources and all life therein.

· To use, as far as possible, renewable resources in locally organised production systems.

· To create a harmonious balance between crop production and animal husbandry.

· To give all livestock conditions of life with due consideration for the basic aspects of their innate behaviour.

· To minimise all forms of pollution.

· To process organic products using renewable resources.

· To produce fully biodegradable organic products.

· To produce textiles which are long-lasting and of good quality.

· To allow everyone involved in organic production and processing a quality of life, which meets their basic needs and allows an adequate return and satisfaction from their work, including a safe working environment.

· To progress towards an entire production, processing and distribution chain which is both socially just and ecologically responsible. 

6.5.3.3
Organic Farming In South Africa

Developing countries worldwide are increasingly penetrating developed country markets and several developing countries are also building up sizeable domestic markets. South Africa, like many other countries, is in the build-up phase as far as organic agriculture and trade is concerned. South Africa does not have much of a home market for organic products, which will be required to build up sustainable business. However, the major supermarket chains have begun to sell organic foodstuff. As the domestic market grows it will provide more outlets for organic farmers and will help them produce larger quantities of the right quality, necessary to meet the requirements of export markets. At present a variety of fruits, cereals and vegetables are being produced organically.

There are three relevant organisations in South Africa regarding organic farming. 

· The Organic Agricultural Association of South Africa (OAASA), a non-profit organisation, which was established to safeguard the production of food, built on the foundation of caring for the soil and its fertility. They were also a part of a working group that drafted Proposed Regulations covering the Control of Organically Produced Products. 

· The Biodynamic Agricultural Association of South Africa (BDAASA), a non-profit organisation, which was established around the basic principles of maintaining and furthering life processes in the soil and in nature in general, as well as the harnessing of cosmic energy and other influences from the sun, stars, moon and other planets. This organisation places emphasis on the integration of crops and livestock, recycling of nutrients, maintenance of soil, and the health and well being of crops and animals. 

· The Cape Organic Producers Association (COPA), which was established to represent the Cape producers in a forum, where issues directly affecting farmers in the Western Cape are discussed. COPA and OAASA are cross affiliated and co-operate on a regional and national level.

6.5.3.4
Advantages For Rural Organic Farmers

· Many farmers who have lived on land for many generations, are well established in their communities and do not run the risk of being moved off their land. These farmers generally do not have any bond payments or rates and local taxes. Therefore, any earnings will be real cash earnings. As such, these farmers can start off with a significant economic advantage of good to moderate soil potential with security of tenure.

· Rural farmers also have a long heritage of farming within their families. They are familiar with the crops, lands, weather, and pest and diseases by growing up on the lands. They also have a good sense of what crops grow at what times of the year, what sort of yields they should expect and what problems they will encounter albeit, on a limited scientific basis. This is vital to successful farming and can only be learned over the years and by an established culture of farming. 

· There are a variety of crops that are traditionally grown in the rural areas throughout much of KwaZulu-Natal. These include madumbis, Zulu baby potatoes, Zulu sweet potatoes, pumpkins, sugar beans, mealies, peanuts and a variety of fruit e.g. avocados, papaya and mango. Farmers save seed and have been doing so for many generations. They have selected for yield and disease resistance and for optimal performance under rural organic conditions. They also tend to have a good idea of the amount and type of fertilisation is required for each crop. 

· Some traditional rural farming practices are almost textbook organic farming practices. They have practised crop rotation, have used composted animal and vegetable waste materials as fertilisers and have managed their farming without the use of expensive and exotic chemical inputs. Using organic methods is more in keeping with the traditional farming practices and therefore, rural farmers are keen to engage in organic farming.

· Economic deprivation experienced by many rural farmers provides a significant advantage. Many farmers have not been involved in conventional farming practices and they have not been able to afford many or most of the chemical inputs required to become successful conventional farmers. As a result, they do not have a fixed mind-set about the necessity of using chemical farming methods. Some of those farmers who have tried have been less than successful. Therefore, they are more willing to consider commercial organic production than might be a currently successful conventional chemical farmer. 

· There are large numbers of unemployed or underemployed people who are available to work on farms. Many of them have farming experience yet their current practices do not provide them with sufficient income to sustain this as a permanent livelihood.

· The price of organic goods is significantly higher. Therefore, the farmers will be able to command higher premiums for their produce. 

· Organic farming offers ‘new’ farmers the opportunity to enter the market supported by infrastructure, training and marketing. This will allow people to build up customers at the early stages of organic farming in South Africa.

· The domestic market, as is the case internationally, is under-supplied in almost every organically grown product. Domestically, processed organic products is almost unheard of, as such there is a huge market available.

· A market also exists for speciality products e.g. unique tubers, herbs and fruits.

6.5.3.5
Constraints

· One of the major problems faced by many new growers is establishing premium markets for products certified as “in conversion” to organic. These are the transition years before full organic status can be achieved. Most farmers are under financial pressure and the conversion period can be a huge financial burden since there is very little recognition for “in-conversion” labelled produce. 

· The current consumer perception that organic products are unique in satisfying a spectrum of concerns may diminish in the future. Many new labels or substitute products will emerge that provide assurances similar to those made on organic products.

· The lack of knowledge, information and certification costs is a major obstacle. This information includes: market information, transportation information, basic food business principles, and basic accounting and record keeping principles.

· Supermarkets will not accept verbal assurance that a product is produced organically but require producers and processors to be “certified organic”. The companies who provide certification are Africa’s Farm Certified Organic (AFRISCO); The Dynamic and Organic Certification Authority (BDOCA); EcoCert is an official inspection and certification body, which verifies the conformity of organic products with EU regulations, national and international norms; and SGS South Africa, which is one of the world’s largest independent inspection authorities.

· Rural farmers typically lack both capital and access to capital. As a result purchasing minor items or initial set up costs can be problematic. 

· Due to healthcare problems viz. HIV/AIDS, many farmers and members of the farming community are often engaged with funerals and health crises, which can have a noticeable impact on agricultural productivity, with farmers being unavailable for harvesting on time, missing deliveries, and related problems. More importantly, the economically active population is dwlindling with the advent of AIDS and associated death rates.  This needs to be borne in mind when working with rural farming communities.

· Communication is one of the larger logistical obstacles to successful economic development in the rural areas of KZN. It is not uncommon to have only a handful of people with cell phones and no landlines available. This means that the rural farmers would also not have access to common office equipment. 

· Transport is a widespread problem. Many farmers do not own motorised vehicles. Generally people move around by foot, taxis or hitching lifts. Transporting of produce takes place by hand and is therefore severely limiting. 

6.5.3.6
Alternative Solutions

· Developing strong long-term relationships between farmers and buyers, with mutual commitment and support throughout the period of conversion to organic produce, is one way to minimise some of the risk associated with this transition.

· In order for organic products to remain distinguished in consumer perceptions, the spectrum and integrity that the organic label can be simultaneously provide must be broadened and organic products must go beyond health, safety and environmental qualities to satisfy the consumer need.

· Training should be undertaken to provide rural farmers with an understanding, even a basic one, of the necessary information towards producing a successful farm. Organisations should be approached to provide subsidies on their certification costs. Some government departments should also be approached e.g. Department of Agriculture and Department of Economic Development and Tourism towards promoting SMMEs and a culture of entrepreneurship through empowerment of previously disadvantaged individuals.

· Organic farming is beneficial since rural farmers would not have to spend money on purchasing chemicals. Therefore the constant capital requirements associated therewith are lower.

· There is a need for an understanding of people’s circumstances. This is with reference to farmers and the members of the farming community being involved with health crises especially around HIV/AIDS. It is important that the farm is run as a business and arrangements must therefore be made for people to still go to the farms so that there are little to no problems with the production of the vegetables. 

· Planning for meetings etc. needs to be made in advance to ensure that people are well aware of it. This would help to combat the communication problem experienced in rural areas. 

· The times for meetings should also be conducive to people’s lives and circumstances. Consideration must be given to the fact that people have to walk long distances to the meetings or have transport difficulties. The time set for the meeting should be conducive to this.

· The transporting of the produce also needs to be more clearly considered. 

6.5.3.7
Organic Farming In Utrecht 

According to the KZN Agri-Industry Study undertaken by MBB for the Department of Economic Development and Tourism (2002), the Amajuba District Municipality is already growing organic vegetables. This indicates that the pre-conditions for organic farming are already being satisfied within the municipality. Therefore, there is the opportunity for this activity to expand within the municipality. The bio-resource groups within the Utrecht Municipality, especially group 11 indicates that certain portions of the region are suitable for the growing of vegetables (see Bioresource Groups Map, attached as Annexure B). An important step would be to foster a culture of organic growing within this municipality. The bio-resource group and its suitability is as follows:

· BRG 11 – has high agricultural potential, favours a wide range of agricultural crops and has a high percentage of arable land.

Therefore, the area further investigated for organic vegetables should be within group 11. 

6.5.2
Game Farming

6.5.2.1
Introduction

Game is farmed for the purposes of meat, skin and horn off-take (culling) and tourist viewing. The culling is usually combined with sport hunting. Game farming may also yield benefits in terms of photographic safaris, fishing and many others. The potential for game farming in the Amajuba District Municipality has emerged through the IDPs and an analysis of the economy of this municipality. 

Private game farming is a rapidly growing enterprise in South Africa. Many former cattle farms have been converted to game ranches. A number of factors have contributed to this increase including the reduction of subsidies to cattle farmers and the increase in tourism. In 1979 private fenced area covered less than 1000 square kilometres. In 1999 there were some 4000 fenced ranches in the country with a combined area of 80 000 square kilometres (Hearne: 1999). An important reason for the establishment of game farms in South Africa is the profit motive (Hearne: 1999). Hearne states that there have been reports on the realisation of greater profits by game farms than cattle farms. The sources of revenue include the gate fees from visitors, accommodation fees, live sales, and fees for meat and sport hunting. An average game farm of 20 square kilometres is not large enough to accommodate large predators. There have been indications that a population of 1 200 wildebeest is the standing stock required to generate, on a sustainable basis, sufficient prey for a pride of only five lion. In a semi-arid region, the grazing requirements for such a wildebeest population would require a dedicated area of land at least 28 square kilometres. It is apparent that most private ranches are not able to accommodate large predators (Hearne: 1999). As a consequence, the various populations of browzers, grazers and mixed feeders must be harvested each year to avoid overstocking and the negative impacts on vegetation that would result. The harvesting also represents an opportunity for generating revenue from hunting.

It is important that the numbers of tourists are higher than the number of hunters in order to make a game operation viable. Hearne (1999) highlights that a study in Tanzania shows that one hunter is equivalent to 100 tourists in terms of revenue brought in. He states that each year approximately 5 000 foreign hunters visit South Africa to take part in trophy hunting to shoot an impressive male. The reserve generally retains the meat of the animal, while the skin and trophy belongs to the hunter. Meat hunters, on the other hand, are paying the opportunity to experience a hunt and for the meat of the animals they shoot. Generally, the meat hunters shoot female animals. In South Africa, most of the meat hunters are local citizens.

Trophy hunters are willing to pay large sums for certain trophy animals – up to $28 000 for a white rhino and $10 000 for a buffalo. In contrast some species such as impala and warthog fetch less than $200 (Hearne: 1999). Due to the fact that these figures are based on 1999 information, it must be understood that these figures would have changed over the last three years. As a result, it is necessary to try to manipulate the balance of the species to optimise the returns from harvesting surplus animals. However, these are also restricted by the food constraint. There are additional constraints on the populations due to habitat considerations that the ecologists usually want imposed. Furthermore, a minimum number of each species is required to ensure a quality wilderness experience, which is important for attracting visitors. 

6.5.2.2
Establishing A Game Farm

There are a number of land and planning issues, which are vital to establishing a game farm. These include:

· Space and Infrastructure (area, buildings and visitor facilities, potable water, power and adequate road access available; 

· Parking availability for public and private transport vehicles;

· Amenity value i.e. the enhancement of the enjoyment of the visitors by the attractiveness of the surroundings; and

· Accessibility /Roads including signage and distance from the main roads frequented by tourists. Any erection of signs and new access streets would be paid for by the developer.

There are many legal requirements for starting a game farm. KZN Wildlife should be contacted for detailed advice and guidance on what is required. Generally through, the legislation relevant to game hunting may be found in the Nature Conservation Ordinance (15 of 1974), which can be obtained from your nearest KZN Wildlife office, or the head office in Pietermaritzburg. Some of the legal requirements include:

· The land use and zoning.

· Registration of business, licenses and permits for hunting of game species.

· Regulations and by-laws e.g. guidelines on fire risk and compliance with regulations on water, electricity, sewerage, noise etc.

· Other legal requirements regarding hunting camps, trophy preparation facilities, vehicles and staff are required to conform to the standards set by the Conservation Authorities. The facilities, which are offered to clients, are legally responsible for supplying all hunting requirements to clients must be approved by the nature conservation agencies. Rules regarding the hunting season must be adhered to. This information is available from the local zone officer of KZN Wildlife.

· KZN Wildlife, the KZNTA and the Department of Economic Development and Tourism should be consulted for updates on policy.

· Neighbour relations. Many existing and potential game and hunting farms adjoin (or maybe located within) poor communities in the rural areas of KZN. Therefore, it is important that good relations are maintained between the developer and the communities, especially due to the symbiotic need that each has for the other. The promotion of such partnerships is advocated in the White Paper on the Development and Promotion of Tourism in South Africa. The Community Liaison Division of KZN Wildlife and Tribal Authorities may be consulted for advice on this. 

There are also a number of business requirements, which are imperative to the successful operation of the game farm. These briefly include:

· Structure of the business;

· Managing the business;

· Marketing and advertising;

· Voluntary requirements e.g. membership of Southern Africa Tourist Services Association; and

· Sources of information on similar establishments

The financial issues, which need to be addressed are the sources of finance, the business plan, financial record keeping, budgeting, and tariff structures.

The major hurdle to overcome in setting up a game ranch is raising the large amount of initial capital required. This would have to fund a farm of about 20 square kilometres, the start-up costs comprising game fencing, tourist huts, and other infrastructure and equipment. The cost of acquiring the game should also be borne in mind. It is important to note that it can take between three and five years to acquire and build up stock to their optimal level before a game ranch becomes operational. During this time the optimal numbers of some species, especially the buffalo and white rhino cannot be achieved rapidly. While the numbers of such species are below optimal levels, there are surplus grazing resources available. This graze can be exploited by the faster growing or more readily available species. These species can then be harvested down again, generating revenue, when the resources are required by the more profitable species. Constraints include capital availability, growth rates of species, maximum annual acquisition rates and other constraints used to calculate the optimal population numbers. Hearne (1999) suggests that together with the optimal schedule for acquisitions and off take, the results generate a full cash flow statement over the start-up period. This procedure can account for a reduction of more than 20% in the capital required for the game component of setting up a ranch. This can affect the decision whether to proceed or not with the establishment of a game ranch.

6.5.2.3

Motivation For Utrecht

One mechanism of realising the opportunity for game farming in the Utrecht Municipal area, is through understanding the bio-resource groups of KwaZulu-Natal and their potential land uses. These also motivate and show the potential for game farming. The Utrecht Municipality constitutes the following bio-resource groups (BRGs):

· BRG 8:

Moist Highland Sourveld

· BRG 9:

Dry Highland Souveld

· BRG 11:

Moist Transitional Tall Grassveld

Of these BRG 8 is suitable for the following game species:

TABLE 6.5:
GAME SPECIES SUITABLE FOR UTRECHT

	BIO-RESOURCE GROUP
	SUITABLE GAME SPECIES

	BRG 8
	Blesbuck, eland, common reedbuck, mountain reedbuck, grey rhebuck, oribi, common duiker, and bushbuck (on forest verges)


Source: Cedara (1997)

This area is suitable for extensive farming and has a grazing area, which is able to withstand grazing pressure reasonably well (Cedara: 1997).

To further support the opportunity, tourism has been identified as having the potential to play an important role in the district economy. There are many tourism facilities and activities within the District Municipality around adventure and nature. As such, a game farm will contribute to the tourism potential and economic growth of the Municipality. Having this specifically in Utrecht will focus economic development into this Municipality. This can be a part of or complementary to the Utrecht Game Farm, which is currently being implemented in the Municipality. 

This area forms part of the KwaZulu-Natal Tourism Association’s identified bush and battlefield tourism features for the province. In keeping with the idea of “bush”, the development of a game farm appears to be a good opportunity. This can result in increasing the numbers and length of stay of tourists in the area, create employment and increase tourist spending in the municipality. However, it must be emphasised that in order for such an initiative to be successful, the establishment of the game farm must be undertaken within a broader tourism framework.

Based on the tourism potential, the motivation of the bio-resource information and the profit gains, game farming appears viable for the development of tourism and income for the municipality. However, the capital outlay is significant and there is a need for investors/funders to be sought for the implementation of this opportunity. 

Utrecht Municipality is considered as a town within a Game Park as all Utrecht residents now live inside their own game park, as a result of the town being included into the Municipal Game Park (Robert Stannard: 2004). A new trend at present includes exclusive residential developments on game farms and game parks on which you can build you holiday home. However, Utrecht seems to have an upper hand by being located within a Game Park. 

This development has been a joint venture by the Utrecht Council, the National Ministry of Local Provincial Government and The Provincial Department of Economic Affairs and Tourism. The concept is that a section of municipal land around the town has been utilised for the development of The Utrecht Balele Community Game Park, with the ultimate purpose of creating a self sustaining game park around the town, that has benefited the local community by creating numerous employment opportunities for the residents within the town, as well as boost the local economy through the development of an ever increasing tourism industry (Robert Stannard: 2004).

The Utrecht Transitional Local Council and later the new Utrecht Local Council lead by Mayor Mtshali, together with Mr Robert Stannard from P and N Environmental Development Consultants secured funding from the Department of Local and Provincial Government’s Local Economic Development Fund in order to bring the concept to reality (Robert Stannard: 2004).

These funds have been used to develop a fantastic game park in and around the town. The development includes upper class Kiepersol Lodge, roads, dams, rehabilitated wetlands, a production facility for game products, the Wildside Coffee Shop and other tourism facilities. The game park itself has been stocked with over 1 300 game animals, with no less than twelve species, including Impala, Blesbuck, Red Hartebeest, Blue Wildebeest, Kudu, Burchell’s Zebra, Mountain Reedbuck, Waterbuck, Bushbuck, Nyala, Eland, Warthogs and Giraffe. These animals can be seen in the Balele Game Park section and all around the outskirts of town. This development coupled with the development of the Mangosuthu Arts and Crafts Village has given the local people opportunities to tap into the tourism industry by producing many different crafts and wildlife products (Robert Stannard: 2004).

As a result, Utrecht has already started to see an upturn in its economy and more people are moving to Utrecht to enjoy this environment Local Utrecht residents and/or tourists/visitors are able to go for walks in the Game Park and spend much of their spare time picnicking or taking a relaxed game drive through the game park. People also take day trips or weekends to and its Game Park and Arts and Crafts Village (Robert Stannard: 2004). 

The Game Park has also created permanent employment for 14 people in the different sectors within the project. Approximately 250 people have been employed on a rotational, temporary basis during the development phase of the Project. Together with these job opportunities a number of people have been given the opportunity to start their own small businesses, which are growing, due to continued marketing by sectors of the Game Park Project. Many others that have been employed on the temporary rotational basis, have now acquired the necessary skills to be employed in other sectors of the economy, both locally and nationally, these included fencing contractors, tour guides, boiler makers, abattoir operators, butchery assistants, game guards, building contractors, interior decorators etc. All of these skills are going to be important as the Utrecht area enters a new phase of tourism development and economic peri-urban regeneration (Robert Stannard: 2004). 

Developments to date include, the construction of a 20 bed luxury lodge, a 46 ha wetland rehabilitation, two dams, three capture and release bomas, 31 000 m of game fencing, the establishment of 1300 head of game, the first registered and operational game abattoir in KZN, a coffee shop, the entrances to town, including the magnificent game park entrance at voor street, a game park entrance, 31 kilometers of tourist roads, 20 kilometers of other roads, a management complex, guard quarters and many other facilities. Future developments include teh expansion of the lodge, a bird hide on the wetland, tour guide training, a youth camp, a tannery and the possibility of buidling teh first export venison abattoir in KZN (Robert Stannard: 2004).

For further information the following individuals can be contacted: 

Robert Stannard Project Planner 082 873 5575 034 331 4440(tel/fax)

Inus Dekker Town Engineer 083 628 0702 034 331 3041 034 331 4312

6.5.3
Dairy Farming

6.5.3.1

Diary Farming In South Africa

The South African dairy industry is a diverse industry incorporating primary production, transportation of milk, processing and manufacturing of milk and dairy products, distribution and marketing. There are a number of bodies, which represent various sub-sectors and stakeholders, providing a framework for the industry to work together.

Dairying is the fourth largest agricultural sector in South Africa and represents 7.5% of the gross value of all agricultural products. It is outranked by chicken (18.1%), maize (11.3%), and red meat (9.1%). Dairy is also one of the leading rural industries in terms of adding value through further processing. Much of this processing occurs in rural areas generating small industries and employment in country regions. 

South Africa’s climate and natural agricultural resources are not generally particularly favourable for dairying, except in a number of coastal fringe areas where limited pasture grazing occurs on natural and irrigated pastures. Feedlot based dairying is common in South Africa with the Total Mixed Rations (TMR) concept applied throughout the country, especially in the high producing herds. TMR mainly comprises commercially manufactured protein, concentrates and additives blended with maize and/or grain silage and hay. Although specialised dairy farming occurs throughout the country, milk production mainly forms part of mixed farming enterprises in the main interior producing areas. The coastal regions of the Western and Eastern Cape provinces together with KwaZulu-Natal contributes more than 53% of national milk production (www.dairylink.co.za). KwaZulu-Natal contributes 19% of the total national milk production. 

The South African milk production industry is highly competitive, both nationally (compared to other livestock industries) and internationally (compared to leading milk producing countries). However, milk producers are under considerable financial pressure and a large number of milk producers are in danger of losing their businesses and farms. There are various reasons for the current predicament.

As a result of the decline in producer prices and a significant increase in production costs, there has been a slow deterioration for milk producers since 1998, and quickly from September 2001. The main reason has been the declining rand/dollar exchange rate. This led to an increase in the price of maize. There was a 60% increase in maize prices from March 2001 to March 2002. 

Although the price of maize declined as the rand strengthened, the input costs did not decline. The major cost for milk producers is feed, which contributes between 60 – 70% of total costs. As such, the sharp increase in the feed costs and other input costs resulted in a sharp increase in the production costs. This puts a substantial amount of pressure on the profitability of milk production and led to a decline in cow numbers and in milk production. In the past, milk production trends showed a linear increase over time. However, since 1998, this has slowed into a declining trend. This is primarily due to the deterioration in the profitability of milk production over the last few years. 

However, the current stronger rand makes it possible for importers to import some products at a lower price than the local prices. These products are placed on the South African market at prices far below the production costs in the producing countries and are causing material damage to the local industry. The industry is examining ways of stopping the importation of highly subsidised, low priced products. 

During 2002 a milestone was reached when the new joint industry organisation Milk SA representing both the milk producers and manufacturing industry was founded. Milk SA has decided focus attention on four main issues viz:

· Establishing a climate of mutual trust and co-operation between the different role-players, 

· generic advertising and consumer education, 

· improvement in the profitability of producers and processors, and

· and facilitating entrance of formerly disadvantaged people into the primary and secondary sector.

6.5.3.2
Some Figures To Consider

The South African Dairy Foundation provides figures for the consumption of dairy products (milk equivalent) within the country. These figures are for liquid milk and fresh products, and concentrated products. These are as follows:

TABLE 6.2
CONSUMPTION OF DAIRY PRODUCTS (tonnes)

	YEAR
	LIQUID MILK & FRESH PRODUCTS
	CONCENTRATED PRODUCTS

	1994
	1 194 578
	845 586

	1995
	1 251 767
	846 895

	1996
	1 247 661
	806 049

	1997
	1 305 211
	796 554

	1998
	1 270 627
	890 944

	1999
	1 160 851
	890 602

	2000
	1 214 627
	829 901

	2001
	1 202 637
	848 396


Source: South African Dairy Foundation (2003)
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The table 6.2 indicates that the consumption of liquid milk and fresh produce, and concentrated products has been fairly stable over the years. However, as the production of one aspect increases, the other decreases and vice versa. This merely reinforces the point that the consumption of milk has remained stable.

Apart from the milk that is supplied to the South African population, a substantial amount of milk is processed into cheese, butter, concentrates etc. The following tonnes of milk delivered to dairies for processing:

TABLE 6.3
MILK DELIVERIES FOR PROCESSING

	YEAR
	QUANTITY OF MILK DELIVERED FOR PROCESSING (tonnes)

	1994
	2 029 103

	1995
	2 178 094

	1996
	2 004 184

	1997
	2 090 228

	1998
	2 305 382

	1999
	2 045 195

	2000
	1 976 907

	2001
	2 067 676


Source: South African Dairy Foundation (2003)

TABLE 6.4
ANNUAL EXPORTS OF DAIRY PRODUCTS (TONNES)

	PRODUCT
	1996
	1997
	1998
	1999
	2000
	2001

	Milk & cream, unsweetened
	7326
	7726
	13933
	14973
	12358
	7981

	Milk, concentrated
	15084
	11643
	18448
	23925
	11805
	9432

	Buttermilk, yoghurt etc
	1196
	2274
	1878
	1409
	1424
	907

	Whey, whet powder etc
	921
	341
	820
	2464
	837
	202

	Butter & other milkfats & oils
	2523
	1684
	6052
	5035
	1434
	1540

	Cheese & curd
	1258
	1366
	1417
	1551
	1811
	697

	TOTAL
	28308
	25034
	42548
	49357
	29669
	20759


Source: South African Dairy Foundation (2003)

Table 6.4 indicates that the there has been a significant increase in exports between 1996 to 1999. However, from 1999 to 2001 a sharp decline in the exports was recorded. 

TABLE 6.5
ANNUAL IMPORTS OF DAIRY PRODUCTS (TONNES)

	PRODUCT
	1996
	1997
	1998
	1999
	2000
	2001

	Milk & cream Unsweetened
	3570
	1276
	78
	146
	203
	200

	Milk concentrated
	7936
	14864
	1237
	2299
	10785
	5090

	Buttermilk, yoghurt etc
	1924
	2915
	1746
	2305
	2745
	977

	Whey, Whey Powder etc
	5523
	7696
	3902
	3264
	4842
	5519

	Butter & other milkfats & oils
	5724
	8967
	1597
	776
	5454
	2966

	Cheese & curd
	3793
	5272
	2974
	2920
	3077
	3007

	TOTAL
	28470
	40990
	11534
	11710
	27105
	17759


Source: South African Dairy Foundation (2003)

Table 6.5 provides an indication of the trends regarding the annual imports of dairy products into South Africa. Between 1996 and 1997, there was an increase in imports. However, from 1997 to 1999, there was a sharp decline in the amount of dairy products were imported. Since then the imports have been volatile and increased and decreased quite significantly. This reaffirms the issues discussed above regarding the rand/dollar exchange rate, which influences the imports and exports of products.

6.5.3.3
Motivation For Dairy Farming In Utrecht

In the past dairy farming was a significant sub-sector within this area. However, this industry has declined and there are a few dairy farmers still producing. The expansion of dairy farming was noted as a potential for the Utrecht Municipality through this study and can be motivated by the presence of the appropriate bio-resource groups within the municipal area. Bio-resource groups 8, 9 and 11 are suitable for dairy farming. According to Cedara (1997), bio-resource group 8 (Moist Highland Sourveld) is suitable for extensive dairy farming; bio-resource group 9, which is the dry highland sourveld has pastures and fodder crops under irrigation raises the potential for intensive stock farming such as dairy, while dairy farming is an important enterprise within bio-resource group 11, moist transitional tall grassveld. 

As such any of these areas can be further considered for the establishment of dairy farms.  

6.6
DANHAUSER MUNICIPALITY

Three projects were identified for this Municipality. They are as follows:

· Cut flowers;

· Soya processing; and

· Bio-diesel.

6.6.1
Cut Flowers

Despite the fact that the domestic market is flooded with flowers, the flower growers are increasingly dissatisfied with the returns received and more than before, are considering exporting their flowers. In 1998, the exports of South African floriculture were valued at $30.3 million, which accounted for 0.44% of the world’s imports.

6.6.1.1
The International Cut Flower Industry

In many countries flowers are grown for commercial purposes for domestic markets, although the size of individual markets or its development are difficult to assess. The main consuming countries (Germany being an exception) are largely self-sufficient in flowers. Japan and the United States are the largest markets. In terms of area under cultivation, China and India dominate. However, their yields are low. In 1994, China had approximately 60 000 ha under cultivation for flowers and foliage, while India had 34 000 ha (compared to the United States at 15 000 ha and Japan and the Netherlands 8 000 ha). Different countries display different trends. For example:

	1.
	The producers in the United States, Japan, India and China produce almost exclusively for their own domestic market. In Japan, 95% of demand is met by local producers. In India and China, purchasing power is too low for sizeable imports to take place and the quality is too low for sizeable exports to develop.

	2.
	There is a certain group of countries, which have sizeable markets where imports satisfy most of the demand e.g. Germany with imports making 70% of the total demand.

	3.
	Countries such as Kenya and Columbia, which have a small home market but a large volume of exports. Columbia exports almost 95% of the produced flowers.

	4.
	Some countries that have a large home market combined with a large export share e.g. the Netherlands.


Roses and carnations are the principle-traded products, with the share of the former growing steadily and that of carnations stagnating. In 1995, world rose imports accounted for 23% of all imports, while carnations had a 15% market share, followed by chrysanthemums 9.5%, orchids 1.7%, gladioli 0.3% and all other flowers 49.9%. The table below also shows that preferences can differ markedly depending on the market.

TABLE 6.6.1
IMPORTS OF CUT FLOWERS, BY FLOWER & VALUE, 1995 (IN MILLIONS OF SWISS FRANCS)

	FLOWER
	UNITED STATES
	GERMANY
	FRANCE
	UNITED KINGDOM
	NETHERLANDS
	SWITZERLAND
	TOTAL

	Roses
	211.9
	277.8
	72.2
	40.3
	113.7
	75.5
	791.4

	Carnations
	156.3
	126.3
	28.8
	131.1
	68.8
	4.2
	515.5

	Chrysanthemums
	109.3
	99.4
	37.9
	71.0
	4.2
	
	321.8

	Orchids
	
	34.7
	13.1
	4.0
	4.0
	
	55.8

	Gladioli
	
	5.7
	3.7
	1.2
	0.5
	
	11.1

	Others
	238.9
	764.2
	238.2
	159.1
	169.1
	116.7
	1686.2

	Total
	716.4
	1308.1
	393.9
	406.7
	360.3
	196.4
	3381.8


Source: Urban-Econ (2003)

The rose is rapidly gaining in market share at the expense of carnations. Between 1991 and 1995 the imports of carnations declined in the United States and the European Union. New entrants into the cut flower trade focus on the rose, its value-to-weight ratio and high sales volumes being the main attractions. 

There are considerable differences by country in the number and type of flowers that people buy. Even the purchasing patterns vary within countries. More affluent people buy bouquets with “special” flowers while less affluent people buy simple bunches of flowers. South Africa exports approximately 3.3 million stems of roses to the European Union (Urban-Econ: 2003).

6.6.1.2
The South African Cut Flower Industry

South Africa’s floriculture industry is estimated at R400 million per year. Of this, R180 – 200 million is earned through export. Roses, Chrysanthemum and Carnations, which are commodity products, have been the most important flower products in South Africa for a long time. An important feature of the South African product mix is the indigenous flowers, especially the Proteas and the fynbos. From the exports, approximately R31.2 million is earned from ornamental plants (including cuttings), R71.4 million from foliage, R9.6 million from treated cut flowers, R56.4 million from fresh cut flowers and R12 million from bulbs. In addition, South Africa’s share of the total import value of flowers ($6.85 billion) accounts for only approximately 0.44% (Urban-Econ: 2003). 

The Kaiser study suggests that the production of foliage and fynbos should be increased rapidly in the next few years to capitalise on the immediate opportunity for green and unique products in the developed flower markets. To remain sustainable, South Africa should distinguish itself through a continued introduction of new indigenous products to the product mix consisting of good quality commodity products and indigenous flowers. This presents an opportunity for entry for the Amajuba District Municipality region.  

6.6.1.3
The Provincial Cut Flower Industry

Vegmoflora and Sunshine Flowers, which supply some of the major retail chain stores largely, control the domestic retail industry. According to Urban-Econ (2003), these two organisations control up to approximately 80% of the retail trade in the province. It has been indicated that the cut flower industry grew in KwaZulu-Natal as farmers diversified their crops as a “sideline”. The commodity type flowers such as roses, chrysanthemums, carnations, gerberas, gladiolus etc have successfully been grown for some time within the province, with a number of growers even exporting.

Many growers supply local florists with certain volumes, while others supply to Vegmoflora and other growers supplying both randomly. There are a few growers that either have contracts or an understanding with buyers both domestically and overseas (Urban-Econ: 2003). It was also highlighted that the growers are very secretive about their markets, production volumes and returns. This is primarily due to the lack of an enabling market, which has resulted in many growers having to outlay a huge amount of capital to secure markets, product mix and standards.

Vegmoflora provides the growers in the province with a marketing outlet. They also continue to dominate the domestic cut flowers market in the Province and export approximately 5% of their flowers (Urban-Econ: 2003). There are also a number of growers that export on an individual basis or in some other form of collaboration. The Kaiser Cluster Study highlighted foliage and other indigenous species as a major opportunity for South African growers to capitalise on. In the recent years there has been a swing within KZN away from the traditional varieties to producing more indigenous varieties.
A point to consider is that KZN contributes less than 5% of South Africa’s cut flower exports. Urban-Econ (2003) notes that although there is no documented evidence of this, it is widely recognised by growers, academics, researchers, exporters, government, freight forwarders, perishable inspectors etc, that this Province has not nearly realised its true potential.

6.6.1.4
Industry Characteristics

There are a number of elements that are important for producers to become successful exporters. These are primarily around growing and post harvest handling. Efficient transport and distribution system is essential due to the highly perishable nature of the product. This is especially the case for those growers located some distance away from the market. For successful growing the following elements are important:

· “Good physical conditions: high light intensity, abundant water, clean soil, and good climate

· Appropriate seeds and planting material

· Capital or investment and working capital

· Productive labour

· Expertise in growing techniques

· Good management and organisation

· Pesticides and other chemicals

· Energy for heating

· Infrastructure

· A high level of quality consciousness all along the production and post-harvesting chain”

(Urban-Econ: 2003)

Post-harvest handling is as important as growing for delivering an attractive product to the consumer. In the same vein, the reliability of air connections is as critical, as it costs. The speed of delivery is important since flowers must be sent to their destinations without any delay. It has been suggested that only a few hours of inattention can result in the loss of months of work. As such, infrastructure and efficient organisation is fundamental, which includes the movement of the flowers from the farm to the airport. The following aspects are important in post-harvest handling:

· A cold chain from producer to retailer, including cold storage at the airport. As such, temperature fluctuations should be avoided. 

· Cut flowers should be stored at above 95% relative humidity.

· Good quality water also prolongs the life of the flowers.

· A clean handling and storage environment.

6.6.1.5
Opportunities And Constraints 

Opportunities

· The use of improved packaging techniques and materials would also reduce the losses that exporters have to absorb annually.

· Production consistent with the Ecolabel indicators will improve South Africa’s position from a non-pricing perspective in relation to the rest of Africa.

· Growers becoming more involved in improved colouring, planting and greenery options will result in greater returns.

· Aggressive promotional/educational programmes in the target markets could have good results.

· The indigenous dry flower industry in South Africa presents the industry with huge exporting opportunities, particularly in view of the fact that South Africa can supply a number of unique domestic varieties.

· Growers need to start adding value to their flowers prior to export e.g. bouquet formation.

· Through the support of the Agricultural Research Council and other research bodies, the assortment of cut flowers that are exported could be increased.

· Highly sophisticated niche markets fit well with South Africa’s indigenous products.

Constraints

· Freight space for exports is in short supply.

· Flowers are also difficult to compete with heavier, higher value perishables such as fish and fruit for airspace.

· The production volumes are insufficient to meet market demand.

· South African growers have a limited understanding of their target market.

· Dramatic increases in the production may not be absorbed globally.

· Markets have a low awareness of the diversity of South African products, and generally perceive South Africa to be a lower quality supplier.

· Poor cold chain management and product handling, exacerbated by congestion at the Johannesburg International Airport.

· Growers inability to organise themselves to work together.

· South Africa’s competitors abroad are gaining with certain indigenous varieties in its traditional markets.

· Poor research and developmental support to ensure that the South African cut flower industry remains in touch with its marketing opportunities with new cultivars, improved post harvest and handling technologies as well as gene bank preservation maintenance and advancement. 

6.6.1.6
Motivation For Danhauser 

There are a number of opportunities and constraints regarding this industry. It is therefore imperative, that growers collaborate to reduce transactional costs. The growers should not be under the illusion that they would be successful on their own. 

The Danhauser growers are well positioned in a well-suited growing area. They are also positioned in proximity to the N3 to benefit from the other exporters that export from the province, in sharing their transport, freight forwarders and airfreight to the lucrative EU markets (Urban-Econ: 2003). Some specific motivations for the Danhauser Municipality are as follows:

· The Danhauser Municipality is climatically well-positioned to grow flowers. The cool temperatures assist in slowing down the post-harvest growth, which will prolong the life of the flowers.

· For the purposes of export, the produce can be delivered directly to the international airport for export through cold storage since the Municipality is closer to Johannesburg than Durban.

· However, if the produce is not to be exported, the flowers can still be delivered relatively easily to its market, through cold storage.

· With regards to the high unemployment rate in the Municipality, a labour intensive initiative such as this will create jobs and generate income for the people and the economy.

6.6.2
Soy Processing

6.6.2.1
Introduction

The soybean has been derived from a wild plant of Eastern Asia, which has become the most economically important bean in the world! It provides vegetable protein for millions of people and ingredients for numerous chemical products. The soybean is the most nutritious and easily digested food of the bean family. In addition it is one of the richest and cheapest sources of protein! 

The seed contains 17% oil, 63% meal of, which 50% is protein. The soybean has been converted to a number of processed products. In China it is used as milk, a curd similar to cottage cheese, soy sauce, and tofu. In South Africa, the processed goods that are readily available of the shelves of the supermarkets are soymilk, soysauce, dried soya, which is converted into soya mince, soya processed into sausages, burgers, and other appetising products, which are primarily aimed at vegetarians and diabetics. 

The soybean plant is an erect branching plant, which ranges in height from a few centimetres to more than two meters. The soybean plant may be cultivated in most types of soil, but thrives in warm, fertile, well-drained, sandy loam. It is suggested that the crop is planted when the danger of frost has past. The mature beans are harvested mechanically between 100 to 150 days after planting and once the leaves of the plant have fallen off and the moisture content of the plant has dropped to approximately 13%, which will permit safe storage of the beans. The maturity time varies due to location and weather of the area in, which the crop is planted. The rest of the crop can be used for livestock feed.

Soybeans are a valuable part of the world’s food supply and are grown in many countries. The major producers are the United States, Brazil, China and Argentina. Twenty percent of the soybean is oil. Oil-bearing plants offer a range of opportunities for smallholder farmers. The soybean represent a special opportunity in many countries. The worldwide demand for soybeans is driven by the demand for protein meals for the dairy and meat production industries. Containing only 20% by weight of oil, it cannot be crushed easily by manual or mechanical means to extract the oil. There is substantial demand for soybeans from South Africa alone, whose representatives have travelled as far north as Uganda to seek contracts for the production of surplus for export.

Soybeans are an excellent and affordable source of protein and dietary fat. Soy protein has a good combination of the major essential amino acids required by the body, and daily consumption of a cereal/soybean based food will provide the amino acid complement of legumes and cereals. As such soybeans are an important crop to be grown and consumed by people within South Africa, with special reference to those residing in rural areas and have a lack of protein in their diets. 

Research has revealed that the soybean can be utilised for the following:

· The oil of the bean can be processed into margarine, shortening, and vegetarian cheeses.

· Industrially, some of the uses of the oil is as an ingredient in paints, adhesives, fertilisers, sizing for cloth, linoleum backing, insect sprays, and fire extinguisher fluids.

· The soybean meal serves as a high protein meat substitute in many food products, including baby foods, and can be imparted with a meatlike texture for increasing the cooked yield of certain foods.

There are a number of genetic variations of the same species. The most common are the green, black and red, which are better known as the bean sprout. However, the most popular is the yellow soybean.

South Africa has switched from exporting maize to soybeans due to the depressed prices in recent times. With South Africa having good growing conditions, an above average yield of 1.2 million tonnes per hectare is expected. The strong meal prices with a weakening Rand/US Dollar exchange rate makes soya look more attractive to the South African producer. 

The production of soya is traditionally viewed as a large scale, commercial farming crop, however, a pilot study through the University of Zimbabwe shows that there is a vast potential for the small growers to have a significant contribution to the production of soya beans in the country. It has also created a great demand for the expansion of this project into other areas in Zimbabwe. Within this pilot study, the researchers from the University, with the farmers, extension workers and commercial soybean millers explained to the rural communities the detailed experiments on biological nitrogen fixation and farmer managed demonstrations of soybean management, on home processing and utilisation of soybean products, and on coordination of input supply and soybean marketing.  This study was undertaken primarily to examine the potential for soybean to be produced by communal farmers. The examination on markets soybean markets suggests that there is likely to be continued demand for soybeans within the country and this allows for the small holder to produce the goods for the local market, while the commercial farmers can produce the crops for the export market.

However, the following aspects need to be borne in mind regarding the production of soy beans:

· The crop requires large areas for growing and also requires insecticides and pesticides for the highest crop yields.  

· The crop also requires good management for the development of high yields and good quality crops.

· The identification of markets should be undertaken before the planting of the crop begins.

6.6.2.2
Motivation For Danhauser 

According to the bio-resource groups of the Danhauser Municipality, soy grows very well in this area. Currently, there is an abundant growth of soy in the Amajuba municipality. Leading from this a soy processing plant was established in the Danhauser area. However, this was closed soon after. From discussions with the municipality’s Department of Agriculture, there is sufficient soy being produced to sustain this plant. Through the processing of the soy, the product sent out of the municipality would be able to fetch higher prices as opposed to the primary soybeans. Therefore, the re-establishment of the processing plant is viewed as an opportunity within this municipality. This will in turn lead to the expansion of the soybean farms. Reopening the plant will also create much needed employment and will generate income in the Municipality. Further, according to the Bio-resource groups, BRG 12 in the Danhauser Municipality is particularly suitable for the production of soybeans. The production and processing of soy will give the Danhauser Municipality’s economy a boost. 

The following aspects are also of importance:

· The study area has a number of areas, which are conducive to the growing of soybeans evidenced by the substantial amount of soybeans growing in the area.

· Drawing on the study conducted in Zimbabwe regarding the development of the small holder in terms of soybean production. 

· Given that the area is producing the crop, it could motivate for the reopening of a mill, expanding the plant or a processing plant in the area. This would be beneficial in terms of the development of employment opportunities and create an increase in income generation.

· The area could contribute to the national output of the national soybean production and processing even if it is not for export but for sale and processing in the domestic market. The second and third grade produce could be then used for baby food and producing meal for sale in poverty stricken areas.

· The weaker currency makes South Africa much more attractive to foreign buyers.

· The small holders growing in cooperatives could become economically competitive in supplying the plant with products and in the export market as well.

The crop can be harvested approximately four and a half months after planting, which means that this project can be viewed as becoming viable in the short-term.

6.6.3
Biodiesel

6.6.3.1
Project Description

Through the Coal Belt study that was undertaken for the area in 2002, biodiesel processing was identified as a large-scale potential project for the area. The relevance of this project has been realised by the Municipality and is being further supported through this study. 

Biodiesel can be regarded as a substitute for or an additive to diesel fuel that is derived from the oils and fats of plants. It is furthermore described as an alternative fuel that requires no engine modifications and provides power similar to conventional diesel fuel. Bodiesel, as a transportation fuel contributes no net carbon dioxide or sulphur into the atmosphere and is low in particulate emissions. 

Reports indicate that up to 50% of the U.S. diesel fuel consumption could be replaced with biodiesel made from animal, vegetable, and microalgal oils. Bio-oil can be extracted from amongst others; Soya bean, corn, cottonseed, peanut, sunflower etc. Additional biodiesel could also be derived from aquatic plants such as microalgae. 

Biodiesel was introduced to South Africa before World War II to power heavy-duty vehicles. Recent environmental and domestic economic concerns have prompted resurgence in the use of biodiesel throughout the world. Several companies in Europe are currently building biodiesel plants.

In general, no engine, ignition system, or fuel injector modifications are needed for standard diesel engines to operate on biodiesel. When comparing biodiesel performance to that of conventional fuels, horsepower is noticeably different. Biodiesel furthermore offers enhanced safety characteristics when compared to other diesel alternatives, including petroleum, methanol, and natural gas. 

The U.S. Department of Energy and Agriculture have major research and development programmes underway to reduce the cost of biodiesel production. Research includes the identification of high oil content crops with diesel market potential. Domestically, extensive research is still required in order to determine the suitability and profitability of biodiesel in South Africa and KZN. A number of pilot studies have been initiated and the Department of Agriculture and Environmental Affairs is currently investigating this activity. 

6.6.3.2
Components

Biodiesel can be produced through “transesterfication”; a process that combines vegetable oils, animal fats, and/or microalgal oils with alcohol in the presence of a catalyst to form fatty esters. Product recovery is separated into phases, which provides for easy removal of glycerol, in the first phase. The remaining alcohol/ester mixture is then separated and the excess alcohol then recycled. The esters are then sent through a purification process. Initial capital investment would be high due to high technological nature of the programme. It is however, a project in touch with the future, capable of producing marked rewards. 

6.6.3.3
Location

No specific location has been identified for the development of a biodiesel plant. The major determinant of location is regarded as the dispersion of primary inputs such as soyabeans and sunflowers. A favoured location at this point in time is the Danhauser Municipal area. 

6.6.3.4
Contact

1.
The Department of Agriculture and Environmental Affairs

2.
Mr. Carlos Boldogh – Department of Economic Development and Tourism

CHAPTER 7:
WAY FORWARD

The ADM LED plan has attempted to provide a framework and guidelines demonstrating the functional characteristics of the economy within a broader economic context.  The purpose of the plan is to give and provide a mechanism to guide and focus resources and energies in a particular direction.

To this end, the opportunities that have been identified have been undertaken in a consultative and transparent forum.  These opportunities have been identified as catalytic projects that will contribute to unlocking the economic potential of the region.  They will however require more detailed analysis and investigation, which the respective authorities must take responsibility for.

The realisation of a thriving economy can only materialise with the efforts, commitment and drive that prides itself on strategic opportunities that are realisable, implementable and sustainable.  It is submitted that the framework for economic development has been established, it is now incumbent on the respective authorities to make this a reality.
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DIAGRAM 4 – LINKING AFLED WITH ALEDA
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		Skills development / Capacity Building

		Source Project financing

		Facilitate Labour and procurement matters



Budget:  	R270 000 (ADM IDP)

Available Staff:	Anesh Thulasee

Office Location:	ADM Building

        Unit Responsibilities:

		Incubator & cluster implementation

		Economic Database Management

		Opportunity Tracking

		Project Management & Mentorship

		Draft Project Business Plans

		Project Monitoring and feedback

		Quality Controlle & Monitoring

		ADM Project Management Unit i.t.o. MIG

		Operate and implement Extended Public



  Works Programme 

		Linkage with Utrecht and Dannhauser   



Budget:	R200 000 (ADM IDP)

Available Staff:	Mark Durham

Office Location:	ADM Building

            Unit Responsibilities:

		Customer Care & Marketing

		Inward Investment, Incentive schemes

		HR, Legal and Financial Facilitation

		Business Retention and Expansion

		Partnership & Consortium Facilitation

		Econ. Planning, Research & Analyses 

		Policy and Strategy Development

		IDP, DEDT, Dti & TIK Alignment 

		Source funding for ALEDA

		Source LED project funding



Budget:               R650 000 (ADM IDP)

Available Staff:   (Ferdie Alberts)

                             (Lourie vd Merwe)

Office:                 ADM / NN

Tourism & Publicity Unit Manager 

                   Unit Responsibilities:

		CTO Development & support

		Battlefields Destination Promotion

		Tourism Project Management

		Shows & Exhibitions, 

		Tourism Publicity & Marketing

		Events & Database Management

		Meander developments

		Tourism Project Management

		Tourism Plan Implementation

		Linkages with KZN Tourism



Budget:                R500 000 (ADM IDP)

Available Staff:    Laurence Short +

                              Buyi Shange                  

Office Location:  Publicity Association 
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Amajuba

Newcastle

Dannhauser

Utrecht

AFLED Stakeholders

PRIVATE SECTOR

PUBLIC SECTOR

ALEDA Board

CEO

Admin Officer

Director

Director

LBSC Unit Manager

Project Management Unit Manager

Tourism & Publicity Unit Manager

Marketing & Research Unit Manager



Tourism

Agriculture

Commerce / Industry
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ADM (4) 

NN (4)

UTR (3)



DANN (3)

Private Sector (8)

AFLED 29 Stakeholders

Public Sector (5)

    Agriculture *

Tourism *



Commerce / Industry *

Work Groups

  Sectors

Work Groups

  Sectors

Work Groups

 Sectors

ALEDA (2)

AFLED is Stakeholders

1 Port Folio Cllr

1 Chairperson of SC

2 LED Officials

1 Port Folio Cllr

1 Chairperson of SC

2 LED Officials 

1 Port Folio Cllr

1 Chairperson of SC

1 LED Official

1 Port Folio Cllr

1 Chairperson of SC

1 LED Official

		 Organized Business



  1 Chamber of Business and Commerce

  1 Afrikaanse Sakekamer

  1 Chinese Chamber

  1 Nyandu Chamber

		 Tertiary Institutions



   2 Technical College & Technicon SA

   1 Ekuseni Youth Centre

		 Organized Labour



   1 COSATO

		 Provincial & Traditional Government 



  1 DEDT

  1 Dept of Education

  1 Amakhosi

		 National Government



  1 Dept of Labour

  1 Dept of Trade & Industry (Dti, TK)

  Board

CEO



Service Agreement

*   Chairperson to be member of AFLED
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