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9. INVESTMENT PROMOTION AND 
FACILITATION 

This section outlines the country’s national plans and strategies; services provided to 
inward investors and initiatives underway to enhance and better enable South Africa’s 
investment landscape. 
 

 National Plans and Strategies 
9.1.1. South Africa’s Economic Reconstruction and 

Recovery Plan (ERRP) 

South Africa’s ERRP aims to rekindle economic activity in a manner that ensures 
sustainability, resilience and inclusiveness. Its employment focus seeks to ensure that the 
objectives of inclusive economic growth and socio-economic transformation are achieved. 
Economic stabilisation will be supported by increasing policy certainty, structural reforms 
and infrastructure development, which will yield competitiveness improvements, stimulate 
investment activity and create employment opportunities. The ERRP is anchored by a solid 
socio-economic compact between government, business, labour and community partners, 
through collectively agreeing to a long-term strategy that will position the economy for 
sustainable economic growth and inclusive development. The plan is phased, with the first 
phase focusing on the preservation of economic activity and livelihoods; the second phase 
aimed at recovering economic activity and implementing required reforms; and the third 
phase entailing action targeted at growing and transforming the South African economy. 

9.1.2. South Africa’s Re-Imagined Industrial 
Strategy and the National Development Plan  

The sixth administration has stressed the importance of policy implementation as a central 
feature over the current term, with focal areas including that of economic transformation, 
job creation and spatial integration. These priority areas stem from the NDP, which was 
adopted by Cabinet in 2012.  
The six pillars of the NDP are:  
• Mobilisation of all South Africans;   
• Active engagement of citizens in their own development; 
• Expansion of the economy & making growth inclusive;  
• Building of key capabilities (human, physical & institutional);  
• Building a capable and developmental state; and  
• Fostering of strong leadership throughout society 
The NDP articulates important economic targets for the country, some of which are listed 
below: 
• GDP growth: 5.4 percent 
• Unemployment rate: 6 percent  
• Investment as a percentage of GDP: 30 percent 
• Inequality (Gini-coefficient): 0.60 
Thus far, the economy has struggled to meet the targets as envisaged by the NDP due to 
a variety of constraints; some of which are structural in nature. In order to meet these 
articulated growth targets, the foundation of the economy requires rebuilding by 
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revitalising and expanding productive sectors. This requires a re-imagining of the country’s 
industrial strategy to unlock private investment while the state will focus on improving 
economic inclusion.  
The Re-imagined Industrial Strategy (RIS) is an extension of the National Industrial Policy 
Framework (NIPF), adopted by Cabinet in 2007. It provides an integrated and coherent 
framework for the reindustrialisation of the South African economy to be implemented 
across government departments and in collaboration with business and labour. 
The NIPF argues that a core structural weakness in South Africa’s economy is that the 
losses in employment in traditional commodity sectors (such as agriculture and mining) 
have not been adequately offset by sufficiently rapid growth in non–traditional tradeable 
sectors (such as in manufacturing and other tradeable activities). The development of 
manufacturing outside of heavy industry is critical for employment creation because of its 
skill intensity. Although rising, it is lower than a range of skill–intensive non–tradeable 
service sectors. The NIPF has emphasised that manufacturing is the most important, but 
not exclusive, platform for structural transformation. It establishes a framework aimed at 
unlocking constraints to growing a range of non–traditional tradeable goods and services 
including manufactured products outside of mineral processing; services than can compete 
in export markets and against imports, including certain non–traditional agricultural and 
mining activities. This rationale is adopted in the country’s sector prioritisation strategy, 
which is discussed in a later section of this document. 

 Services to Inward Investors  
South Africa’s overarching National Investment Promotion Agency, InvestSA, is the focal 
point, guides investors through various stages of investment. InvestSA provides practical 
information, specialised assistance and access to platforms required to facilitate business 
establishment and/or expansion plans. InvestSA’s business services are aimed at 
improving the time-to-market of an investment. The agency works in partnership with 
South Africa's 9 provinces and municipalities to match investment needs with the diverse 
business opportunities that South Africa has to offer.  

InvestSA assists investors by: 

• Creating awareness of South Africa´s diverse industry and advising on sector specific 
investment opportunities; 

• Generating and sharing relevant, credible and up to date general and industry-specific 
information and content; 

• Providing specialised and tailored assistance to both potential and established investors 
during all the stages of the investment journey; 

• Connecting potential investors with local stakeholders, business organisations and 
service providers; and  

• Improving South Africa's business climate by initiating or supporting advocacy 
initiatives. 

InvestSA is also leading reforms within South Africa to improve government business 
regulatory processes by optimising processes and using technology and digitisation to 
drive business process efficiencies, complemented by associated legislative reform, where 
required. 

 

 Creating a Competitive Business 
Environment  
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South Africa remains one of the best investment destinations in Africa, with established 
and advanced business systems. The efforts being made by InvestSA, Infrastructure South 
Africa and other stakeholders have the potential to significantly alter the country’s 
business environment in the near future. 

9.3.1. The Provision of Infrastructure as an 
Enabler & South Africa’s National 
Infrastructure Plan 2050 (NIP2050) 

South Africa recognises infrastructure as a critical enabler for inclusive and sustainable 
economic growth as articulated in the NDP. Infrastructure development is identified as 
integral in not only resuscitating the economy but also in enabling private sector 
investment. The country has over the past several years embarked on capital investment 
programmes aimed at addressing backlogs and capacity constraints in the country’s 
infrastructure. The country’s ongoing investment in infrastructure will ensure both stability 
and consistency in the planning, investment, implementation and maintenance of 
infrastructure in the short-, medium- and long-term and will also restore the confidence 
of the private sector.  

Whilst the South African government has over the past decade invested in infrastructure, 
there is a need to significantly scale up the delivery of infrastructure to support the 
country’s ambitious growth targets. The public sector currently spends about 5.8 percent 
of its GDP on infrastructure, while the NDP targets a 10 percent GDP spend (National 
Treasury, 2020). South Africa has developed its National Infrastructure Plan 2050 
(NIP2050) through an extensive public participation process, during the course of 2021. 
The goal of the NIP2050 is to create a foundation for achieving the country’s NDP vision 
of inclusive growth. Its purpose is to promote dynamism in infrastructure delivery, address 
institutional backlogs and weaknesses that hinder success over the longer term, as well 
as guide the way towards building stronger institutions that can deliver on NDP aspirations. 
The provision of infrastructure as an enabler for investment is linked to the provision of 
physical and digital infrastructure including energy, water, commercial transport and 
telecommunications.  

Infrastructure investment is a priority in creating an enabling environment for investment. 
The South African government is further committed to implementing a long-term, 
government-led infrastructure investment programme and, in the process, leveraging the 
participation of the private sector, labour and civil society. Strengthening institutions 
responsible for infrastructure planning and delivery is the top priority of the NIP2050. 
Planning, procurement and execution systems and capabilities will be operating at the 
highest global standard commensurate with the country’s significant infrastructure and 
growth transformation agenda. There is significant potential for greater private sector 
involvement in the design, financing, construction, operation and maintenance of public 
infrastructure. Robust and ever-developing partnerships and alliances between the private 
and public sectors will be a significant feature is planning and implementation.  

9.3.1.1. The State of South Africa’s Infrastructure   

Transport  

Transport and logistics infrastructure is identified as a key contributor to competitiveness 
in global markets and is regarded as a crucial engine for economic growth and social 
development. South Africa’s infrastructure is considered advanced in many aspects, when 
compared with other countries in the region. The World Bank Logistics Performance Index 
ranks South Africa as first in Africa in transport and logistics (World Bank, 2018). The 
country has one of the largest road and rail transport networks in Africa and its ports 
provide a convenient stopover for shipping to international markets and also boasts the 
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largest air and seaports. The country’s interconnected transport network is considered as 
an opportunity for further investment, with South Africa committed to continuously 
improving its roads, railways, airports and ports through the NIP2050. 

South Africa’s total road network is the longest network of roads across any country on 
the continent. The road network is ranked 47th for quality of roads infrastructure (WEF, 
2019) and ranked seventh for road connectivity (WEF, 2019). South Africa’s rail 
infrastructure connects its ports with the rest of the country and constitutes approximately 
80 percent of Africa’s total. The extensive rail network is ranked the fourteenth longest in 
the world and is ranked 47th globally for railroad density (WEF 2019). The Gautrain is 
Africa’s only high-speed train service which connects Johannesburg, Pretoria and OR 
Tambo International Airport. Improving the country’s 21,000 km rail network is a 
government priority, with projects aiming to increase freight rail volumes and increase the 
country’s market share of container traffic (PWC, 2018). In addition, South Africa 
possesses excellent airport infrastructure, with airports located in all major cities. The 
country’s airports are ranked 27th out of 141 countries for efficiency of air transport 
services and 39th for Airport Connectivity (WEF, 2019).  

Whilst South Africa’s infrastructure performs well in comparison to others in the region, 
there are several challenges. The transport mix is not efficient, mainly due to diminishing 
efficiencies, quality and pricing in rail, ports and rural and district roads. Freight traffic in 
South Africa is dominated by road use, which offers the potential to shift from road based 
to intermodal solutions, particularly on the corridors linking the major cities in South Africa. 
Major road corridors are overly congested, often suffering from overloading, and are a 
major contributor to South Africa’s carbon emissions. The combination of excessive freight 
demand, caused by long transport distances, and inefficient supply, due to modal 
imbalance and infrastructure deterioration, causes transport costs to be higher than in 
competing economies. In addition, South Africa’s port efficiency generally lags global 
averages, which is adding to the high cost of logistics and is eroding the competitiveness 
of South Africa’s economy through the elevated total cost of transport. Some of the 
reforms currently underway include introducing third-party operators into South Africa’s 
branch network through concessions and investigation on partnerships designed to 
improve the competitiveness of the key supply chains.  

The NDP envisages a freight transport sector that facilitates domestic and cross-border 
movement across supply chains to enable industrialisation, diversification and trade and 
development. To do so, it will be efficient, reliable, resilient, financially sustainable and 
consistent with a low-carbon future. The NDP envisages industrial supply chains that are 
globally competitive and which make the best use of available infrastructure platforms.  
Significant efforts will go into upgrading and modernising infrastructure networks, 
particularly for rail and ports, to improve predictability and reliability, reducing costs and 
enhancing intermodal linkages. Further, shifting to intermodal solutions will lift pressure 
off the road network, reduce carbon emissions and reduce transport costs. A reformed 
transport system must also enable Africa regional trade and investment. A number of 
strategic challenges confronting the freight system will be addressed by improving cross-
border trade corridors, shifting long distance freight from road to rail and improving 
maritime connectivity. This will reduce the cost and carbon intensity of supply chains, while 
also increasing supply chain speed and reliability. 

Digital Infrastructure  

South Africa recognises that digital transformation across sectors and government services 
can deliver great benefit and has demonstrated its commitment through establishing the 
country’s first digital industrial revolution commission, which includes the private sector 
and civil society. Digital infrastructure includes high-speed, multichannel ubiquitous 
connectivity, robust information technology and cyber security, edge computing networks, 
infrastructure and devices as well as competitive connectivity networks which includes 
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satellite, data and cloud infrastructure. In terms of digital infrastructure, the country’s 
internet infrastructure is among the best on the continent with upload and download 
speeds much higher than those of most other regional economies. This helps to make 
South Africa an ideal location for investment in software and information technology, data 
centres, creative industries and other activities involving high internet usage. South Africa 
performs well in some global digital infrastructure indices. The country has the highest 
number of secure internet servers in the region and was ranked 3rd in Africa on the 
Information and Communications Technology Development Index (International 
Telecommunications Union, 2017).  By 2019, 93% of the population were covered with 
4G/LTE, a dramatic improvement from 53% in 2015. Urban areas were fully covered with 
4G/LTE and most provinces had rural coverage of 4G/LTE exceeding 80%. South Africa 
ranks 96th and 60th globally in its fixed-broadband and mobile download speeds, 
respectively. Although fixed-broadband speeds in South Africa are a challenge, mobile 
upload and download speeds compare favourably with those of BRICS and many other 
peer countries. 

Whilst there has been positive progress on South Africa’s infrastructure roll-out in the past 
decade, there are several challenges which persist including poor digital access to 
marginalised communities, lack of progress on digital enablement of government services 
as well as delays in digital migration and spectrum reassignment, amongst others.  South 
Africa, however, remains committed to investing in the integration of digital technology to 
enable digital business and digital government and believes in partnering with the private 
sector to unlock digital value.  

The NDP envisages that, by 2030, there will be seamless information infrastructure that is 
universally available and accessible, at a cost and quality at least equal to South Africa’s 
peers and competitors. More specifically, by 2030, 100% of the population should have 
easy access to affordable broadband of at least 10 Mbps. All government buildings should 
have high-speed broadband of at least 100 Mbps, and where relevant participate in 
leveraging this to underserved areas and communities. While South Africa is yet to achieve 
its NDP’s goals for 2021, there is evidence of sufficient capacity to deliver on these 
objectives if they are implemented through private-public cooperation.  

Energy  

South Africa has installed energy-generating capacity of 51.7-million kW. The primary 
source of energy is through coal-fired power stations. The South African government is 
making a deliberate effort to utilise renewable energy sources as South Africa has one of 
the highest potentials for solar and wind energy. The current administration seeks to 
leverage the country’s renewable energy potential to reduce a current overreliance on 
fossil fuels for electricity generation and to set the country on a carbon-light growth path. 
Importantly, government in partnership with the private sector has embarked on the 
Renewable Energy Independent Power Production Procurement Programme (REIPPPP), 
which has attracted investments of close to ZAR 200 billion since its inception (Project 90 
by 2030, 2018). Load shedding since 2008 has been caused by a combination of factors 
such as delayed commissioning of new generation capacity, underperformance of existing 
and new-build coal generation capacity and degradation of the existing Eskom coal fleet, 
with the result that energy availability factor declined from 94% in 2002 to 67% in 2019. 

Until recently, Eskom’s form had not substantially altered. Policy indecision over the past 
two decades has significantly contributed to Eskom’s financial demise, with its pricing not 
historically in line with depreciation, constraining its ability to retain earnings for future 
investment. Eskom has declined from a world-leading utility to one that is financially 
unsustainable, operating at very low levels of energy availability and struggling under the 
load of poorly designed and project-managed new mega coal projects. Sector reform that 
introduces competition and alternative funding models will be essential going forward: this 
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is for energy security, as well as financial sustainability in energy, for the fiscal stability 
and for the economy as a whole. 

Significant strides have been made in addressing challenges at Eskom, as evidenced by 
the unbundling of the entity into separate generation, transmission and distribution 
divisions with ring-fenced balance sheets and governance structures. The transmission 
division is on track for separation by the end of 2021, giving life to an independent 
transmission entity. The lifting of the licence limit for embedded generation from 1 MW to 
100 MW is another recent show of government’s commitment to market reform and to 
ensuring electricity supply is available for customers. 

In line with the National Development Plan (NDP), the energy sector will promote: 
• “Economic growth and development through adequate investment in energy 
infrastructure” (generation, transmission and distribution) and “reliable and efficient 
energy service at competitive rates, while supporting economic growth through job 
creation” by stimulating supply chains; 
• “Social equity through expanded access to energy at affordable tariffs and through 
targeted, sustainable subsidies for needy households.”; and  
• “Environmental sustainability through efforts to reduce pollution, reduce water usage 
and mitigate the effects of climate change.” 

The NDP set a target that more than 90 percent of the population should enjoy access to 
grid-connected or off-grid electricity by 2030. To realise this vision, South Africa's energy 
system will be supported by effective policies, institutions, governance systems, regulation 
and, where appropriate, competitive markets. Coal will contribute significantly less to 
primary-energy needs in the future, while other thermal fuels (distillate and gas) will have 
an important role in supporting system adequacy. Energy supply will be increasingly 
dominated by renewable energy resources – especially wind and solar, which are least 
cost and where South Africa has an advantage. Off-grid innovations such as micro-grid 
solutions will increasingly contribute to electrification while providing opportunities for 
industrialisation and empowerment where appropriate. In addition, investment in 
associated new industries will be promoted, such as the production of green hydrogen, 
green chemicals and sustainable aviation fuels. 

Water  

South Africa can be characterised as a water-scarce country, with low rainfall and high 
variability, with increasing uncertainty as a result of climate change, including increased 
drought risks in some regions. The country is ranked as the 30th driest country in the 
world. A concerted and focussed effort is required from both the public and private sector 
to achieve a water secure South Africa. Relative to other middle-income countries, access 
levels to water and sanitation in South Africa are high. The UN estimates that 86 percent 
of the population has access to safely managed drinking water services and 83 percent 
have access to safely managed sanitation services. However, reliability is only 64 percent 
whilst current access to sanitation services is approximately 80 percent on average. 

According to the National Water and Sanitation Master plan, in the absence of timely 
interventions, the demand for water in South Africa will exceed the available supply at the 
planned level of assurance by between 1,6 billion and 2,7 billion cubic metres by 2030, a 
deficit of around 10% to 15% of required water. This deficit will continue to grow without 
significant changes in water management, thereby increasingly constraining investment, 
job creation and economic growth. Additionally, significant investment is needed in the 
rehabilitation of existing infrastructure as well for providing additional capacity for both 
water resources infrastructure and water services infrastructure.  
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Significant strides have been made in addressing some of the country’s challenges relating 
to use and management of water resources over the past several years. This includes 
initiatives to improve water use efficiencies and reduction in consumption. More recently, 
in April 2021, the Presidential Infrastructure Coordinating Commission (PICC) Council 
approved actions that would address institutional challenges, through the Department of 
Water and Sanitation. Furthermore, an Inter-ministerial Committee is being established to 
improve coordination on water and sanitation.  

South Africa’s vision for the water sector, as set out in the NDP and the NIP2050, is for 
universal and reliable access to water of an acceptable quality and quantity in support of 
a strong inclusive economy and a healthy environment.  The draft National Water and 
Sanitation Master Plan identifies key elements necessary to achieve this vision including 
resilient and fit-for-use water supply; universal water and sanitation provision; equitable 
sharing and allocation of water resources; effective infrastructure management, operation 
and maintenance; and a reduction in future water demand, protecting and restoring 
ecological infrastructure and addressing declining water quality. The vision and objectives 
of South Africa’s water sector will be supported by an efficient, resilient, well-managed, 
and sustainable integrated national bulk water supply system that responds to the 
economic needs of the country as well as through mobilisation of institutions involved in 
managing water resources.   

9.3.1.2. State Institutions for Infrastructure Delivery  

The NIP2050 envisages a step change in the institutional capability that drives material 
progress in South Africa’s infrastructure ambition. Planning, procurement and execution 
systems and capabilities will be operating at the highest global standard, commensurate 
with South Africa’s significant infrastructure transformation agenda. Robust and ever-
developing partnerships and alliances between public and private sectors will be a 
significant feature in planning and implementation, whether think tanks, financial 
institutions, businesses or communities. There will be confidence to drive an increasingly 
dynamic, high-performance delivery machinery. This will align delivery with the 
constitutional imperative to promote the “efficient, economic and effective use of 
resources” and to ensure that public administration is “development-oriented”. 

The NIP2050 is premised on an approach that recognises that large-scale public network 
infrastructure projects have some characteristics that make them unique and require 
differentiated approaches to charting their delivery. More than anything else, they 
continuously experience various risks over the course of protracted delivery periods. Their 
scale and complexity mean that these risks can require high-impact evidence-based 
decision-making with very material implications for costs and outcomes. The buyer-
supplier relationship therefore differs from most other government projects in that the 
buyer or “client” function requires significant professional capability throughout the 
process of conceptualisation to implementation and maintenance, that is, through the full 
life-cycle of the project.  The vision also recognises that efficient and timeous delivery of 
public infrastructure requires an environment that is safe, secure and ethical.  

Government has established the Presidential Infrastructure Co-ordinating Commission 
(PICC), the Investment and Infrastructure Office (IIO) in the Presidency and  
Infrastructure South Africa (ISA) to drive the country’s infrastructure delivery programme.  

9.3.2. Incentives to promote investment  

Defining an investment incentive as compared to incentives more generally is complex and 
there is no standard definition. Investment incentives are often defined according to their 
typology or the nature of the outcome they are trying to achieve. Broadly, the following 
types of investment incentives are recognised:  
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• Direct financial incentives: including grants; loans at low interest rates 
• Indirect fiscal incentives: including tax rebates and tax holidays 
• Other non-fiscal incentives: including regulatory and technical or business support; 

and subsidised or reduced service costs 

Governments across the world have employed incentives for many years, and investment 
incentives have been around for more than a century.  In the nineteenth century, American 
cities offered money to railroad contractors to have railways pass through them. However, 
it was only in the late twentieth century that governments earnestly began offering direct 
grants, tax breaks, training funds, free infrastructure and other inducements to attract 
investors. 

Governments use incentives to achieve a strategic outcome that the market may not 
achieve on its own. Market failure is regarded as the primary justification for the use of 
investment incentives by government. Examples of such considerations, which may be 
addressed by incentives include externalities; supporting infant industries; accounting for 
information asymmetries and uncertainty; addressing equity considerations; responding 
to international competition; highlighting signalling intent; and tackling regulatory barriers 
to entry. 

The basic aim of a policy of investment incentives (or any other strategy for attracting 
investors) is to maximise the long-term socioeconomic and local industry benefits of 
foreign corporate presence. In doing so, it must ensure that the benefits exceed the costs 
and that the costs of achieving given goals are kept to their lowest feasible level. 

In order to ensure the most efficient appropriation of incentives, it is vital that 
governments do not extend such incentives to investments that would have proceeded in 
the absence of the granting of incentives.  In fact, a number of studies have indicated that 
the role of incentives in influencing investment decisions is often minimal for some 
industries due to favourable market conditions and other external factors that may affect 
an investor’s decision to invest.  For example, investor motivation surveys conducted by 
Investment Climate Advisory (FIAS) of a number of African countries including Burundi, 
Guinea, Jordan, Kenya and Rwanda found that in all the countries surveyed no less than 
58 percent of investors who invested in those countries between 2009 and 2017 would 
have invested even if incentives were not provided.  This highlights the importance of 
introducing the right incentives only for those industries/sectors that have significant 
growth potential with existing market failures that can be addressed through incentives.  
It is only then that the long-term economic and socioeconomic gains associated with 
incentive programmes are somewhat guaranteed to outweigh the short-term social and 
expenditure costs and sacrifices. Indeed, the formal justification of many FDI incentives 
implicitly assume that the transfer of technology and know-how will occur as a natural 
consequence of foreign investment. 

The presence and magnitude of such spillovers is of crucial importance if investment 
incentives are to be economically justified. If spillovers were thought to be negligible, host 
country governments would, in the absence of financing constraints, be better advised to 
pursue generic investment promotion policies. Furthermore, since externalities are 
generally thought to vary between economic sectors, FDI incentive policies will have to 
discriminate between sectors; the absence of which may result in an inefficient and 
ineffective use of fiscal resources. 

The offer of incentives should be a part of wider reforms to raise a sound business climate 
or an improved local business environment for investors. The introduction of incentives 
cannot be a substitute for dealing with other fundamental aspects of the investment 
landscape, which critically impact upon investment decision-making. This requires a 
thorough understanding of the type of FDI and the motivation thereof, in addition to 
measurable policy objectives in order to avoid considerable tax losses. In this regard, 



This gazette is also available free online at www.gpwonline.co.za

54  No. 46426 GOVERNMENT GAZETTE, 27 MAy 2022 

 39 

improvements in institutional design, transparency and the administration of incentives 
can assist in reducing indirect costs and unintended consequences, including economic 
distortions, red tape and corruption, which can improve the cost-benefit ratio of incentives. 
Governments play an important role in de-risking private investment. Investment climate 
risks must be addressed prior to the offering of incentives, which cannot compensate for 
absent or weak institutional fundamentals. De-risking involves removing or reducing 
political and regulatory risks supported by enabling policy and an institutional framework 
that supports the business climate and promotes good governance. 

Similarly, competition between destinations using investment incentives can produce 
either positive outcomes or can result in negative scenarios of investment poaching, 
‘beggar thy neighbour’, or ‘over-bidding’ for investors. The international experience points 
to an important paradox in debates over incentive competition, namely whether engaging 
in it results in benefits for bid-winning states and localities. From existing literature, the 
evidence is mixed. Many researchers looking at the underlying dimensions of business 
location decisions point to the limited importance of incentives in attracting new 
investment. This produces the ‘conventional wisdom’ that economic development 
incentives have at best an ambiguous impact on local economic growth and sometimes 
little to no impact at all. Since the 1980s, however, this conventional wisdom has been 
challenged as a number of studies suggest that investment incentives ‘do make a 
difference’ in location decision making. Incentives may in this case be a necessary but 
insufficient prerequisite in sectors with robust levels of efficiency-seeking FDI combined 
with high levels of locational competition. 

The challenge in designing investment incentive policies is to ensure that net benefits 
exceed costs. International experience points to a number of ways by which incentives can 
be more cost-effective. One tactic is for government to offer incentives upfront rather than 
over a long-time period. This strategy is most likely to impact upon the balance of a 
location decision as most decision-makers have high discount rates and are concerned 
with a plant’s profitability in the short- to medium-term. In order to provide more 
incentives up-front, experience suggests the provision of incentives is linked to 
performance contracts, agreements or clawback arrangements. 

The South African Government uses a wide range of incentives to encourage firms to act 
or invest in specific activities or contribute to certain social or economic outcomes.  
Investment incentives to attract especially foreign investment, have become ubiquitous 
globally and have come to represent the minimum required from especially emerging and 
developing countries – such as SA – to compete for limited FDI. Furthermore, because 
South Africa’s financial services sector is large, sophisticated and relatively liberalised, 
domestic investors are constantly assessing investment opportunities outside of SA. To 
raise and then sustain SA’s investment levels at 30% of GDP, it is essential that investment 
incentives target foreign and domestic investors, and are on a par with the inducements 
offered by competing investment destinations.  

SA’s investment incentives therefore play two important roles. First, they ensure that SA 
meets investors’ minimum requirements in terms of a competitive suite of financial and 
non-financial inducements. Secondly, Government calibrates these incentives in order to 
secure investments which contribute positively to national priorities such as catalysing 
growth in SMMEs and under-developed regions of SA, improving value-chain 
competitiveness through the introduction of more efficient production technologies and 
opportunities for export market development, and creates jobs across value-chains.   

An Incentive Framework is required which gives certainty to investors, is closely-aligned 
to SA’s industrial and transformation priorities, and is appropriately resourced given fiscal 
constraints and the need to provide an internationally competitive package of inducements 
to investors.  
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Financial Incentives 

At present, investment incentives are primarily offered by National Treasury, the dtic, 
DSBD, DSI and the various agencies of these departments such as SARS, IDC, NEF, and 
SEFA. These incentives comprise tax incentives, matching funding and concessional loan 
facilities and may be used to construct a ‘package’ of appropriate support.  

 

These incentives are offered to both foreign and domestic investors and include:  

• Moderate Corporate Tax Rate, 

• Accelerated Depreciation Allowances, 

• Special Economic Zone incentives,  

• Black Industrialists Scheme, 

• Automotive Production and Development Programme, 

• Critical Infrastructure Programme, 

• Clothing, Textile, Footwear and Leather Growth Programme,  

• Agro-processing Support Scheme,  

• Aquaculture Development and Enhancement Programme, and  

• Global Business Services incentive.  

 

Non-financial Assistance 

All three spheres of Government provide support to investors. These include: 

• Assistance in obtaining regulatory permits and licences, 

• Access to export market development support, 

• Registration of Trademarks and Patents, 

• Market and trade information,  

• Access to localisation opportunities in both public and private-sector procurement, 
and 

• International Trade regime which responds to unfair trade practices aligned to SA’s 
multilateral obligations and industrial policy requirements.  

In addition, it is vital that expression be provided to a critical recommendation made by 
the PC4IR, wherein the need to incentivise industries of the future is highlighted, including 
platforms and applications of 4IR technologies. As indicated by the PC4IR, new incentives 
will be required to drive this revolution towards enabling the “acquisition and application 
of advanced technologies in the manufacturing of goods and services” (PC4IR, 2019). 
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9.3.3. Building a capable state 
Building state capacity and capability is in no respect a linear process as it involves the 
perpetual identification and correction of identified institutional weaknesses (Levy & 
Kpundeh, 2020). A recent survey by the World Bank (2017) found that very few 
investment agencies are efficiently and effectively providing the most basic of services, 
that is the provision of online information and the handling of investment inquiries. A 
multitude of critical services are covered in the investment promotion and facilitation 
arena, ranging from the provision of market data to, in some cases, the conducting of 
feasibility studies and environmental impact assessments. Investment promotion and 
facilitation activities have become increasingly elaborate and intricate involving far more 
than marketing a country to potential investors (UNCTAD, 2018), with IPAs rapidly 
adopting very targeted approaches through a specific focus on prioritised industries, 
particular target countries and in some instances, certain companies. It is critical for South 
Africa to have a thorough understanding of the costs and benefits associated with its 
investment promotion and facilitation activities and to appropriately design and implement 
policies that will maximise articulated economic development objectives. This requires the 
right people and appropriate systems to do so.  
The NDP Vision 2030 clearly articulates the need for “a state that is capable of playing a 
developmental and transformative role” with staff possessing the requisite authority, 
expertise and support in the execution of their roles; in turn, requiring a “long-term 
approach to skills development” (NPC, 2012). Whilst building administrative capabilities 
does not constitute a means to an end, it is an important contributor to enhancing a 
nation’s economic development prospects. It is thus vital for government to gear its efforts 
towards creating an environment that is conducive to the development of human capital. 
Investor relations are becoming increasingly long-term in nature, particularly those that 
are productive; thus requiring state investment in the continued development of a clear 
understanding of investor needs, towards developing mutually beneficial relationships, 
across the investor lifecycle (World Bank, 2017). Consequently, this requires the 
development of technical and specialist skills, anchored by robust accountability and 
oversight mechanisms, particularly at the local government level. It is important to note 
that building the capacity of accountability systems can exert much needed pressure on 
the performance of public actors (Levy & Kpundeh, 2020), which is an important 
requirement in the South African investment environment. In this regard, the development 
of new training and incentives systems cannot be overemphasised, particularly in relation 
to training and retraining suitably well-qualified staff, not limited to public sector reforms; 
establishing capacity in economic policy and implementation analysis and financial 
management and professionalisation initiatives; all of which must be underpinned by 
improved governance and co-ordination mechanisms. 
Critical actions include: 
The CIS would need an overarching Institutional Framework that strengthens, coordinates 
and aligns the work on investment promotion and facilitation between the National 
Government (line departments), Provincial Government (IPAs), Local Government 
(Municipalities and Economic Development Agencies), SOEs and Agencies. Roles, 
responsibilities and mandate need to be clearly defined and our investment marketing, 
messaging and communication must clear and consistent.        
 
1. Defining all role players involved and activities undertaken in the investment attraction 

and facilitation process, across national, regional and local levels and establishing clear 
recommendations for enhancing co-ordination (specifically, at a greater level of 
technical detail to those articulated by the CIS). 

2. Clarifying responsibilities and strengthening investment promotion and facilitation 
activities towards reducing overlaps at the national, provincial and local level. 

3. Conducting a clear capacity assessment of existing IPA, and departmental, staff at 
national, regional and local levels with the aim of examining whether current resources 
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allocated across activities are sufficient and further, whether they meet the demand of 
investors. 

4. Developing staff by expanding capacity building initiatives and promoting peer-to-peer 
learning, for instance through exchange programmes with multilateral and 
developmental organisations and private sector companies. 

5. Establishing investment promotion and facilitation training capacity for public sector 
officials, for example through programmes and initiatives provided by UNCTAD, the 
World Bank, the AU, DFIs, donors and local private sector institutions. 

6. Creating improved internal investor intelligence capacity within IPAs for investment 
project preparation purposes (whilst some state capacity does exist, it is critical that 
internal capacity is developed to leverage existing expertise as a suitably informed 
interaction process will be critical). 

7. Increasing receptivity to outside information and assistance, including the improved 
productivity of participation in regional and international IPA networks, for instance 
through training and advisory services provided by institutions such as UNCTAD, the 
World Bank, FIAS, the World Association of IPAs, MIGA and the multitude of 
information exchange networks for promoting investment. This in turn requires 
adequate staff and funding to leverage the support and benefits provided by these 
networks. 

8. Maximising the utilisation of the South African diplomatic service, specifically in 
identified target markets, utilising tailored capacitation initiatives to do so. 

9. Avoiding rapidly executed organisational reconfigurations without a clear 
understanding of the gaps and challenges of existing configurations. 

10. Reviewing and clearly defining investment agency mandates, activities and targets, 
whilst ensuring alignment to national development goals and simultaneously assessing 
whether these are adequately balanced and funded. 

11. Reviewing the composition of investment agency boards to ensure a balanced 
representation of actors, across various sectors. 

9.3.4. District Development Model (DDM) as a 
mechanism to prioritise and direct investment  

Towards improving the coherence and impact of government service delivery and 
development, the South African Cabinet, led by President Cyril Ramaphosa, adopted the 
District Development Model (DDM) in 2019. The DDM is a One Plan, One Budget integrated 
district-based approach intended to break the pattern of government operating in silos. 
The district level model seeks to utilise the country’s existing legal framework and 
implementation mechanism, including the Intergovernmental Relations (IGR) Act to co-
ordinate and align developmental priorities and objectives amongst the three spheres of 
government. The model provides the framework for South African municipalities to tackle 
service-delivery problems, through joint and collaborative planning undertaken at local, 
district and metropolitan level by all three spheres of governance. This results in a single 
strategically focussed One Plan, One Budget for each of the 44 districts and 8 metropolitan 
geographic spaces in the country. The model enables all three spheres of government to 
work together collaboratively, to plan, budget and implement, alongside communities and 
stakeholders. In so doing, the model enables the attainment of local level development 
opportunities, through localised procurement and job creation and in support of local 
businesses, whilst engaging communities. The DDM necessitates for the national and 
provincial departments to provide implementation plans and budgets which address local 
challenges and developmental opportunities whilst aligning with national, regional, 
continental and global goals and objectives. 
Some of the overarching objectives of the DDM include the following: 
• Coordinate government’s response to better address poverty, unemployment and 

inequality; 
• Strengthen the coordination role and capacities at the district and city level;  
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• Foster a practical intergovernmental relations mechanism to plan, budget and 
implement jointly to provide a coherent government (solve silo’s, duplication and 
fragmentation); maximise impact and align plans and resources;  

• Build government capacity to support municipalities; 
• Strengthen monitoring and evaluation at district and local levels; 
• Implement a balanced approach towards development between urban and rural areas; 
• Exercise oversight on budgets and projects in an accountable and transparent manner 
 

 
An overview of the DDM strategic implementation framework and timeframe is 
elucidated by the figure below.  
 

Figure 31: District Development Model Strategic Implementation Framework  

 
Source: DBSA (2020a)  

 
In terms of alignment to the country’s investment strategy, the DDM will contribute to the 
country’s investment landscape as it provides a mechanism to co-ordinate and direct 
investment across the three spheres of government considering district level priorities. 
This includes directing investment to areas with historically low levels of FDI and DDI. The 
DDMs coordinating approach includes multi-tiered command structures, at municipal, 
provincial, national and executive level as demonstrated by Figure 32. The country’s 
investment priorities will be synchronised through these structures. It is therefore 
important that continuous engagement and alignment between the DDM and CIS priorities 
occurs throughout various stages of implementation. 
Figure 32: District Development Model Co-ordinating Structures   
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Source: Department of Co-operative Governance (2021)  
 

9.3.5. National Anti-Corruption Strategy  
Complementing the recommendations made towards building state capacity, the country’s 
Medium Term Strategic Frameworks (MTSFs) and NDP Vision 2030 articulate South Africa’s 
commitment to reducing corruption (NACS, 2016). A need for an overarching National 
Anti-Corruption Strategy (NACS) and a supporting implementation plan was identified, 
which “serves as a guide for developing a set of shared commitments across sectors, to 
support collaboration within and between sectors, and to direct renewed energy towards 
the goal of reducing corruption and building an ethical society” (NACS, 2016). The NACS 
provides a robust conceptual framework and strategic pillars to guide anti-corruption 
approaches across the country. It also provides support and co-ordination between 
government, business and civil society efforts to reduce corruption and improve 
accountability and ethical practice. The NACS will also provide a tool for monitoring 
progress towards creating a less corrupt society and will be implemented in the context of 
the South African Criminal Justice System. The strategy will contribute towards improving, 
compliance, structures of oversight and accountability as well as domestic and 
international partnerships.  
 

9.3.6 Localisation   
 
In a society with extraordinary levels of unemployment and poverty, all efforts need to be 
made to find commercially sustainable ways to create new jobs in the private sector, to 
complement what can be done through public employment opportunities.  
 
New job growth will be stimulated by demand for the products and services so produced 
– these can come from a combination of expanded domestic demand and increased levels 
of exports.  
 
This strategy – called localisation - is about building local industrial capacity for the 
domestic market and for export markets. It is not a turn away from engaging in global 
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markets, but it is about changing the terms of the engagement to one where SA is no 
longer primarily an exporter of raw materials.  
 
Consequently, a broad swathe of South African society, including Government, Business, 
Consumers, and organised Labour have agreed to work together to encourage greater 
local value-addition in the goods produced in South Africa.  
 
This has led to the development of a comprehensive set of policy tools which are currently 
being deployed:  
 
a) Masterplans: a cross-cutting tool to increase industrial dynamism; 
b) Tariff measures; 
c) Combating illegal imports; 
d) Competition policy; 
e) Incentives; 
f) Industrial funding; 
g) Investment / Industrial Facilitation; 
h) Infrastructure spending; 
i) State procurement; and 
j) Export promotion.  
  
Using these policy tools, Government is working towards localising approximately R200bn 
worth of imports over a 5-year period.  
 
State procurement – especially within the R791bn that Government has allocated for 
infrastructure spending over the next 3 fiscal years – will create major new investment 
opportunities for both local and foreign investors. Within the infrastructure investment 
pipeline, projects valued at R240 billion in network industries such as energy, telecoms, 
transport, water & sanitation, and digital have already been identified. 
 
In addition, SA’s substantial mineral wealth provides attractive investment opportunities 
for investors wishing to add value locally and export high value-added products to a global 
market wherein SA has negotiated preferential access with for example, the European 
Union, the African continent as a whole, and through the AGOA facility with the United 
States.  
 

 

 Identifying and Promoting High-
Growth Opportunities  

9.4.1. Sector prioritisation approach 

In determining the sectors that are best positioned to drive South Africa’s investment 
growth and economic transformation goals, the CIS developed a data-driven sector 
prioritisation model. The approach followed is based on the following aspects: 
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1. Economic development objectives: The main objective is to ensure investment results 
in meaningful economic development. This impact is measured in terms of value add 
to GDP (GVA) and job creation, the latter of which is a critical consideration within the 
context of South Africa’s socioeconomic characteristics. A secondary focus is placed on 
analysing the potential tax income implications as this will assist in the future rollout 
of infrastructure projects and other socio-economic objectives.  The aim of the CIS is 
to attract sufficient investment such that GFCF reaches 30 percent of GDP by 2030. 
The approach is thus to identify sectors that exert the largest economic impact on 
GFCF.   

2. Market trend and demand: This aspect relates to GFCF and other economic trends and 
provides an indication of the actual market. The trend analyses provide a perspective 
of those sectors that have performed well in terms of GFCF and those that offer 
investment opportunity.   

3. Competitive position (location benchmarking): The purpose of the location 
benchmarking is to provide a location indication for investors in terms of areas that 
have attractive investment opportunities based on comparative advantages. In this 
regard, the intention is to attract investment in underserved rural locations to redress 
the existing spatial imbalances of economic development. 

It is important to note that the  aforementioned data-driven sector prioritisation approach 
will be combined with: (i) identified strategic investment opportunities by government also 
known as South Africa’s Big Frontiers, as per the next section of this document; in addition 
to (iii) government policy priorities. Synergising the results of these three areas will 
culminate in the country’s prioritised sectors to drive investment and economic 
development, as per figure 33 below. 

Figure 33: South Africa’s CIS Sector Prioritisation Approach  

 

 

 

 

 

 

Source: South Africa Country Investment Strategy (2021) 

GFCF trends are focused on analysing trends from private and public sector investment. 
According to Figure 34, it is evident that private sector investment is significantly higher 
than that of government and state-owned entities combined when analysing GFCF trends. 
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Figure 34: Gross Fixed Capital Formation, 1946 – 2018 (ZAR millions, constant prices) 

Source: Quantec 

From the above graph, it is evident that GFCF by the private sector and public corporations 
has been increasing since 1994. The highest recorded figure was approximately 23 percent 
during the period leading up to the 2010 Soccer World Cup. Whilst the current trajectory 
is unfavourable, the CIS and NIP2050 collectively focus on targeting investment that will 
contribute towards the reversal of this trend. 

According to research by the South African Reserve Bank and Quantec, GFCF by public 
corporations may increase by up to 60 percent year on year for the period from 2021 to 
2024, as indicated in Figure 35 below. It is assumed that this is based on, inter alia, the 
ERRP that focuses on significant infrastructure investment by SOEs or public corporations. 
It is thus concluded that one of the potential areas that should be targeted towards 
increasing domestic investment is expenditure by SOEs in the short-term; accompanied 
by strong governance mechanisms. 

Figure 35: Gross Fixed Capital Formation Forecasts 

 

 

 

 

 

 

 

 

Source: SARB / Quantec (2021) 

As demonstrated in Figure 36 below, the transport, storage and telecommunications sector 
is the best performing sector by value in terms of GFCF in the country and is closely 
followed by the finance, insurance, real estate and business services sector. Other strong 
performing sectors include general government and manufacturing; the former of which 
is not sustainable. Government has articulated a required shift from government 
consumption to crowd-in investment. The construction and community/social services 
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sectors had the lowest investment levels and the agricultural sector also experienced 
relatively low levels of GFCF during this period.  

Figure 36: Sectorial performance by GFCF, ZAR millions, 2010 constant prices 

Source: Quantec 

 

9.4.2. Location Benchmarking 
Location benchmarking focuses on four elements, namely: (i) Gross Fixed Capital 
Formation per provincial and municipal locations; (ii) location quotients for each province; 
(iii) the Growth Performance Index for economics sectors of respective provinces; and (iv) 
the Tress Index of each province. The GFCF analysis of the provinces focuses on an 
analysis of the provincial distribution of GFCF; an analysis of the provincial distribution of 
GFCF; and an analysis of the distribution of GFCF within the nine provinces on municipal 
level. 
Figure 37 depicts the provincial distribution of GFCF in South Africa during 2019. The red 
depiction reflects the lowest level of GFCF whilst the darkest green depicts the highest. 
The figure indicates that Gauteng receives the highest levels of GFCF with Northern Cape 
the lowest, the former of which has the highest concentration of the country’s population 
and the latter of which has the smallest. The second lowest GFCF is recorded in the North-
West, Free State and Eastern Cape provinces. A more detailed provincial and metropolitan 
perspective is contained in Section 8.4.5. 
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Figure 37: Provincial distribution of investment  

 

 

 

 

 

 

 

 

 

Source: South Africa Country Investment Strategy (2021) 

The manner in which investment and spending is planned and implemented needs to be 
aligned to the country’s spatial transformation agenda, as articulated in the National 
Spatial Development Framework (NSDF, 2018). The NSDF seeks to support improved 
investment impact through spatially targeted investment priorities and in this regard, the 
CIS considers efforts that need to be made to attract investment in areas with historically 
low levels of FDI and DDI. The location benchmarking exercise conducted identifies sectors 
in which provinces and municipalities have relative comparative advantages and can be 
used as one of many tools to guide decisions on the spatial diversification of investment 
(further detailed in Annexure 1). It is important that continuous engagement and 
alignment between the NSDF and CIS occurs throughout various stages of implementation. 

9.4.3. Sector SWOT analysis 

South Africa boasts a multitude of investment opportunities with potential sector projects 
that are internationally competitive. In particular, private sector partnerships and 
investment will help South Africa meet its articulated investment targets. Whilst challenges 
have been experienced in relation to electricity supply, the renewable energy space 
presents lucrative prospects for the country’s future growth potential; an example thereof 
is the success of the REIPP programme, previously mentioned. In addition, the potential 
represented by growing transport infrastructure will further unlock and enable other 
economic sectors. Covid-19 and lockdown restrictions affected all sectors but importantly 
demonstrated that the agriculture sector requires greater government support and 
investment due to its large employment multiplier. A SWOT analysis of key sectors is 
contained in Annexure 2. 

9.4.4. Sector prioritisation model 

A sector prioritisation model was developed with the aim of identifying high priority 
investment sectors that offer opportunities to investors, details of which are contained in 
an annexure to the CIS. The options considered determined the expected economic impact 
of GFCF on each economic sector. In 2019, GFCF was recorded at ZAR600 billion (2010 
constant prices) or ZAR900 billion (at 2019 current prices), equating to 18 percent of GDP. 
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In order to reach the country’s 30 percent target, an additional ZAR600 billion (at current 
prices) must be invested. The economic impact of the additional GFCF investment is thus 
of importance. This was modelled for each sector and the results provide an indication of 
the potential economic impact of each sector from an investment perspective. This also 
enables a comparison to be made in relation to current GFCF trends.  

 

9.4.4.1. Performance Matrix 

The Performance matrix or Performance Index (PI) summarises the results. The graph 
below provides an indication on the prioritisation results.  

Figure 38: Performance index for investment prioritisation  

 

Source: South Africa’s Country Investment Strategy (2021) 

Figure 38 indicates that the following sectors should receive the greatest priority in terms 
of economic and investment indicators: (i) transport, storage and communication; (ii) 
finance, insurance, real estate and business services; and (iii) community, social and 
personal services. 

 

9.4.4.2. Determining South Africa’s Priorities 

As discussed earlier, it was deemed important to conduct a sensitivity analysis by 
incorporating varying weightings to the criteria, particularly in relation to considering the 
impact of job creation in South Africa. The weighted performance index reflects the results 
of changes to the two main criteria, that is the (i) economic impact; and (ii) investment 
indicators. In addition, this is based on the argument that the economic impact criteria 
considers the potential of increased GFCF investment, and is thus forward looking, whilst 
investment indicators reflect historic data. 
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Figure 39: Weighted sectorial performance index  

 

Source: South Africa’s Country Investment Strategy (2021) 

As indicated, the following sectors achieved the highest weighted priority scores: (i) 
community, social and personal services; (ii) finance, insurance, real estate and business 
services; (iii) transport, storage and communication; and (iv) agriculture, forestry and 
fishing. 

Figure 40: Sector prioritisation policy performance index 

 

Source: South Africa’s Country Investment Strategy (2021) 

As alluded to in the beginning on this section, aligning government priorities to the 
economic modelling process is critical. Consequently, a policy priority scoring methodology 
was developed. The following sectors achieved the highest policy priority scores: (i) 
finance, insurance, real estate and business services; (ii) manufacturing; (iii) transport, 
storage and communication; and (iv) construction, as per Figure 40 above. These sectors, 
in conjunction with the Big Frontiers articulated in Section 7.5, form the basis of South 
Africa’s prioritised economic sectors to drive the country’s investment growth target and 
economic transformation goals.  
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Table 3: Sector prioritisation results, based on policy priorities 
Sector Priority 
Finance, insurance, real estate and business services  High 
Transport, storage and communication High 
Manufacturing High 
Construction  High 
Agriculture, forestry and fishing (including agro-processing) Medium 
Mining and quarrying Medium 
Electricity, gas and water  Medium 
Wholesale and retail trade, catering and accommodation  Medium 
General government (investment not consumption driven) Medium 
Community, social and personal services (includes education, waste economy & 
health) 

Medium 

Source: South Africa’s Country Investment Strategy (2021) 

Disaggregating the sectoral prioritisation as highlighted in Table 3 and aligning this to the 
priorities identified in the Re-imagined Industrial Strategy provides a detailed set of 
national priorities.  

Manufacturing:  

• Transport equipment including Autos;  
• Clothing, Textile, Leather and Footwear;  
• Furniture;  
• Chemicals,  
• Pharmaceuticals including Active Pharmaceutical Ingredients (APIs);  
• Plastics;  
• Value-chains that feed into Green Economy sectors (Hydrogen, Lithium Batteries, 

Fuel Cells, Solar Photovoltaic panels, inverters, and turbines for wind and water 
use); and  

• Steel and Metal Fabrication.  

Agriculture and Agro-processing value-chains: 

• Animal Feed; 
• Fertiliser;  
• Edible Oil processing; and  
• Food-processing.  

 Mining and Minerals Beneficiation value-chains:  

• Exploration across all minerals but especially for the Green Economy;  
• Oil and Gas;  
• Mining Capital Equipment; and  
• Offshore oil rig maintenance. 

•  Tourism 

•  Knowledge based Sectors:  

• Digital Economy;  
• Global Business Services;  
• ICT and Software Development;  
• Medical Devices and Supplies; and  
• Aerospace and Defence.  



This gazette is also available free online at www.gpwonline.co.za

68  No. 46426 GOVERNMENT GAZETTE, 27 MAy 2022 

 53 

 

•  Creative Sector: 

• Film and Animation.  

South Africa’s policy sector prioritisation approach is aligned to current trends of GFCF 
expenditure as indicated by Quantec utilising South African Reserve Bank data in Figure 
41 below; wherein categories representing elements of three of the four “high” priority 
sectors are demonstrated through machinery and other equipment; computers and related 
equipment; transport equipment; and construction works including elements related to 
the real estate sector. 

Figure 41: GFCF Expenditure Categories, 2019, ZAR billions 

 
Source: Quantec (2020) 
 
 
 
 
SECTORAL PRIORITIES  
The Re-Imagined Industrial Strategy (RIS) identifies national priority sectors that include: 
•  Manufacturing:  

  

9.4.5. A Provincial & Metropolitan City Approach 
 
South Africa consists of 9 jurisdictional areas at the provincial level. This section provides 
an overview on the performance and key sectors of each provincial economies. Figure 42 
below provides an indication of the population per province. South Africa’s top three most 
populous provinces are Gauteng, Kwa-Zulu Natal and the Western Cape, home to 26 
percent, 19 percent and 12 percent of South Africa’s total population, respectively. These 
three provinces also host five of the eight metropolitan cities in the country, which are 
jurisdictionally independent but interrelated to other spheres of government. 
 
 
 
 
 
 
Figure 42: Population of South Africa’s Nine Provinces: 1993 – 2019  
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Source: Quantec (2021) 
 
Figure 43 demonstrates the provincial contribution to the national economy in 2019, with 
Gauteng, KwaZulu Natal and the Western Cape being the country’s top three contributors. 
It is also interesting to note that Gauteng accounts for 10 percent of the African continent’s 
GDP and is thus, often considered to be the continent’s economic powerhouse. Mining 
remains to be the dominant industry in the North West, Limpopo, Mpumalanga and the 
Northern Cape whilst finance is dominant in Gauteng and the Western Cape (StatsSA, 
2021). 
 
Figure 43: South Africa’s Provinces in the National economy 
 

   
 
Source: StatsSA (2021) 
 
 

9.4.5.1. Methodological approach for provincial 
sectors of priority 

 
Time series data is used to calculate economic indices that reflect the relative strengths 
and weaknesses of South Africa’s provincial economies. Three indices are used in the 
analysis, namely: 
 
• The Tress Index (TI): The TI indicates the level of diversification or concentration in a 

region’s economy. A TI close to zero represents a diversified economy, whilst an index 
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closer to 100 represents a highly concentrated economy. The higher the index, the 
more concentrated the economy or more vulnerable it is to exogenous shocks.   

• Location Quotient (LQ): The LQ is an indication of the comparative advantage of a 
specific sector when compared to the aggregate economy. An LQ greater than one 
implies an economy produces that product more efficiently when compared to the same 
sector in the aggregate economy. An LQ smaller than 1 reflects a comparative 
disadvantage of that sector. 

• The Growth Performance Index (GPI): The GPI provides an indication of the growth in 
a certain sector in a regional economy relative to the growth attained in the same 
sector in the national economy. An index larger than 100 indicates a leading sector, 
whilst an index of less than 100 reflects a lagging sector. 

 

9.4.5.2. The Eastern Cape Province 
The Eastern Cape’s three largest sectors, as demonstrated by GVA, on average, over time 
are: (i) general government services, (ii) finance, real estate and business services, and 
(iii) wholesale, retail trade and motor trade, catering and accommodation. The Eastern 
Cape is home to two metropolitan cities, that is Nelson Mandela Bay and Buffalo City. The 
metropolitan city of Nelson Mandela Bay boasts a number of automotive OEMs, thus 
contributing to the province’s prominence of sector iii listed above.  
Figure 44: Eastern Cape Province Sectorial GVA Composition: GVA, constant prices, R millions 

 
Source: Quantec (2021) 
 

Table 4 reflects the Tress Index of the Eastern Cape. In the table below, it is clear that the 
Eastern Cape province has become more concentrated in its economic structure between 
2010 and 2020. 
 

Table 4: Tress Index for Gross Value Added at Basic Prices (Eastern Cape - 2010 and 2020) 

Tress Index 2010 2020 

Eastern Cape 50,7 53,1 

Source: ISA Calculations derived from Quantec Data 
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The table below indicates the comparative advantages of the Eastern Cape. The following 
sector sectors demonstrate comparative advantages: 

• Wholesale and retail trade, catering and accommodation;  
• Construction; and 
• General government 

The high location quotient of government services is not a self-sustaining industry and is 
a potential risk to the regional economy. 
 
Table 5: Location Quotient of Economic of Eastern Cape (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  0,62 0,55 
Mining and quarrying  0,03 0,03 
Manufacturing 0,99 0,99 
Electricity, gas and water  0,50 0,52 
Construction 1,02 1,00 
 Wholesale and retail trade, catering and accommodation  1,31 1,31 
Transport, storage and communication  0,94 0,95 
Finance, insurance, real estate and business services  0,93 0,91 
General government  1,44 1,35 
Community, social and personal services 1,26 1,25 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
The GPI for the province reflects positive performance from the mining and quarrying 
sector, which essentially outperforms the national aggregate. 
 
Table 6: Gross Performance Index for Eastern Cape (2009 to 2019) based on Gross Value added 
(GVA) at basic prices 
Agriculture, forestry and fishing 89,98 

Mining and quarrying 109,51 
Manufacturing 97,18 
Electricity, gas and water 97,04 

Construction 95,83 
Wholesale, retail and motor trade; catering and accommodation 95,00 

Transport, storage and communication 96,29 
Finance, real estate and business services 94,05 
Personal services 97,04 
General government services 92,67 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Eastern Cape economy is becoming more concentrated, and like 
many other national and global regional economies reflects a growing need for 
diversification. Although the GPI reflects positive performance of the mining and quarrying 
sector, investment in this sector should be carefully considered due to the very poor LQ 
score. The following sectors are considered good investment opportunities due to the LQ 
scores and are aligned to the sectors that should be prioritised for the province: 
• Construction;  
• Manufacturing; and  
• Wholesale and retail trade, catering, and accommodation. 
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Box 1: The Eastern Cape Province’s Economic Recovery Plan and Strategic Areas of Focus for 
the Metropolitan Cities of Nelson Mandela Bay and Buffalo City 
 
The Eastern Cape Province will achieve “economic recovery through catalytic infrastructure initiatives and 
enabled by social infrastructure” (ECCSEC, 2020) 
 
Figure B1.1: The Province’s Economic Recovery Plan 
 

 
Source: Eastern Cape Province (2020) 
 
The metropolitan city of Nelson Mandela Bay has adopted a Long term City Growth and Development Plan 
2017 – 2032. The city’s vision is to be “an iconic, friendly, ocean City driven by innovation, service 
excellence and economic development - a destination of choice” (NMB, 2017). As per the city’s long-term 
strategy, some of the city’s proposed `game-changers’ based on widespread consultation with key 
economic stakeholders include: 
• Moving its tank farm and manganese exports to an alternative site: a priority that requires several 

years of planning and negotiations before any of the following projects can be initiated: Waterfront; 
Marina; Harbour Development. 

• Lobbying to have the runway capacity at the Port Elizabeth International Airport extended to 
accommodate larger aircraft to support increased tourism opportunities and domestic and international 
connectivity. 

• Development of the city’s township economy through delivering economic infrastructure to township 
communities and the city’s industrial parks; envisaged to be catalytic for those local economies. 

 
Buffalo City has adopted its Metro Development and Growth Strategy (MDGS) 2030, with its vision “Buffalo 
City: well-governed, connected, green and innovative"; premised on the strategic pillars reflected in Figure 
B1.2. 
By 2030 the people of Buffalo City wish to have achieved five strategic outcomes for the city: 
1. An innovative and productive city: with rapid and inclusive economic growth and falling unemployment. 
2. A green city: environmentally sustainable with optimal benefits from our natural assets. A clean and 

healthy city for subtropical gardens. 
3. A connected city: high quality (and competitively priced) connections to ICT, electricity and transport 

networks (inside the city and to the outside world). 
4. A spatially transformed city: the spatial divisions and fragmentation of the apartheid past are 

progressively overcome and township economies have become more productive and inclusive.  
5. A well-governed city: a s mart and responsive municipality (working with other levels of government) 

that plans and efficiently delivers high quality services and cost-effective infrastructure, without 
maladministration and political disruptions. 

 
Figure B1.2: Strategic Pillars of the MDGS 2030 

 
Source: Buffalo City (2020) 
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9.4.5.3. The Free State Province 
 
The Free State’s three largest sectors, as demonstrated by GVA, on average over time 
are: (i) wholesale and retail trade, catering and accommodation, (ii) general government 
services, and (iii) finance, real estate and business services. The Free State Province is 
also home to the metropolitan city of Mangaung. 
 
Figure 45: The Free State Province Sectorial GVA Composition: GVA, constant prices, R millions 
 

 
Source: Quantec (2021) 
 
Tress Index 
Table 7 below reflects the Tress Index of the Free State, which indicates that the economy 
is still diversified in structure. 
 
Table 7: Tress Index for Gross Value Added at Basic Prices (Free State - 2010 and 2020) 
Tress Index 2010 2020 
Free State 31,7 35,2 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
The table below indicates the relative comparative advantages of the Free State. A 
comparative advantage is demonstrated in the following sectors: 

• Agriculture, forestry and fishing; 
• Electricity, gas and water; 
• Mining and quarrying; 
• Community, social and personal services; and 
• Wholesale and retail trade, catering and accommodation 
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Table 8: Location Quotient of Economic of Free State (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  1,90 1,42 
Mining and quarrying  1,53 1,33 
Manufacturing 0,76 0,79 
Electricity, gas and water  1,23 1,35 
Construction 0,74 0,84 
 Wholesale and retail trade, catering and 
accommodation  

1,14 1,24 

Transport, storage and communication  0,94 0,98 
Finance, insurance, real estate and business services  0,73 0,72 
General government  0,95 0,99 
Community, social and personal services 1,26 1,31 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
The electricity, gas and water sector for the Free State outperforms the national economy, 
from a GPI perspective. 
 
Table 9: Gross Performance Index for Free State (2009 to 2019) based on Gross Value 
added (GVA) at basic prices 
Agriculture, forestry and fishing 74,75 

Mining and quarrying 93,18 
Manufacturing 99,08 
Electricity, gas and water 102,70 

Construction 91,80 
Wholesale, retail and motor trade; catering and accommodation 99,46 

Transport, storage and communication 93,27 

Finance, real estate and business services 92,05 

Personal services 98,55 

General government services 99,51 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Free State economy province is still diversified in its structure. The 
electricity, gas, and water sector is the only sector in the Free State that has both a high 
LQ and GPI and represents an investment sector with high growth potential. In addition 
to this sector, the following sectors are considered as good investment opportunities due 
to their respective LQ scores: 
• Agriculture, forestry and fishing; 
• Mining and quarrying; 
• Wholesale and retail trade, catering and accommodation; and 
• Community, social and personal services. 
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Box 2: The Free State Province’s Growth & Development Strategy, Vision 2030 and 
the Metropolitan City of Mangaung’s Focal Areas 
 
Aligned to the goals articulated in the country’s National Development Plan for 2030, the 
Province envisions that “by 2030, the Free State shall have a resilient, thriving and competitive 
economy that is inclusive with immense prospects for human development anchored on the 
principles of unity, dignity, diversity, equality and prosperity for all.” 
 

Free State Province Vision 2030 
 

The figure illustrates the six priority areas of intervention by the province. 
 

Figure B2.1: Strategic Pillars of the Province’s Vision 2030 
 

 
Source: Free State Province (2018) 
 
The economy of the City of Mangaung is mainly driven by trade, finance, transport, agriculture, mining 
and government services. The province’s agricultural sector is characterised by large-scale and small-scale 
commercial agriculture as well as subsistence agriculture while the overall growth in the manufacturing 
industry is dominated by the fuel, petroleum and chemicals sub-sector in Sasolburg. Although this sector 
is largely linked to Gauteng, effective support for this sector remains a priority as significant linkages would 
exist within the province (Mangaung, 2020). The figure below provides an overview of the city’s catalytic 
projects. 
 
Figure B2.2: Map of the City of Mangaung’s Catalytic Projects 
 

 
Source: City of Mangaung (2020) 
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9.4.5.4. The Gauteng Province 
 
The Gauteng Province’s three largest sectors, as demonstrated by GVA, on average over 
time are: (i) finance, real estate and business services; (ii) general government services 
and (iii) manufacturing. The province is the largest contributor to South Africa’s economy 
and is the country’s economic hub and indeed, an economic powerhouse of the African 
continent. Gauteng is home to three metropolitan cities, namely, Johannesburg, Tshwane 
(Pretoria) and Ekurhuleni. While Gauteng reflects a large government sector, it must be 
noted that the metropolitan city of Tshwane is home to South Africa’s government sector 
at a national level.   
 
Figure 46: Gauteng Province Sectorial GVA Composition: GVA, constant prices, R millions 

 
Source: Quantec (2021) 
 
Tress Index 
As can be expected, the level of concentration in the Gauteng Province’s economy has 
increased over time. The same is generally true for many regional economic hubs, at a 
global level. 
 
Table 10: Tress Index for Gross Value Added at Basic Prices (Gauteng - 2010 and 2020) 
Tress Index 2010 2020 
Gauteng 49,1 54,6 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
The table below indicates the comparative advantages of the Gauteng Province and the 
following sectors demonstrate the region’s comparative advantages: 

• Finance, insurance, real estate and business;  
• Manufacturing; 
• Transport, storage and communication; and 
• General government 
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Table 11: Location Quotient of Economic of Gauteng (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  0,17 0,17 
Mining and quarrying  0,35 0,18 
Manufacturing 1,18 1,17 
Electricity, gas and water  0,91 0,89 
Construction 0,98 0,94 
 Wholesale and retail trade, catering and accommodation  0,91 0,91 
Transport, storage and communication  1,07 1,07 

Finance, insurance, real estate and business services  1,22 1,23 
General government  1,15 1,15 
Community, social and personal services 0,91 0,91 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
Many of Gauteng’s economic sectors performed quite well, relative to the national 
aggregate, with the exception of the mining sector: 

• Wholesale, retail and trade, catering and accommodation; 
• Transport, storage and communication; 
• Finance, real estate and business service; 
• Agriculture, forestry and fishing; 
• Construction; 
• Personal services; 
• Electricity, gas and water; 
• Manufacturing; and  
• General government. 

 
Table 12: Gross Performance Index for Gauteng (2009 to 2019) ) based on Gross Value added (GVA) 
at basic prices 
Agriculture, forestry and fishing 103,04 
Mining and quarrying 75,66 

Manufacturing 100,84 
Electricity, gas and water 100,97 
Construction 102,56 
Wholesale, retail and motor trade; catering and accommodation 104,59 

Transport, storage and communication 103,31 

Finance, real estate and business services 103,10 

Personal services 102,44 

General government services 101,58 
Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Gauteng economy is becoming more concentrated. Gauteng has a 
number of comparative advantages and strong GPI performance in most economic sectors. 
The following sectors are considered to be good investment opportunities due to their 
respective GPI and LQ scores: 
• Manufacturing; 
• Transport, storage and communication; 
• Finance, real estate and business service; and 
• Personal services. 
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Box 3: The Gauteng Province and the three metropolitan cities of Ekurhuleni, Johannesburg 
and Tshwane (Pretoria) 
 
Gauteng is recognised as a hub for economic activity within the SADC region. As a result, many global firms 
have established their regional headquarters in the province (29 of the global 500 firms use Gauteng as their 
base). Of the top 14 South African companies included in the Forbes Global 2000, 11 are headquartered in 
Johannesburg (GGT, 2030). 

“The Gauteng Provincial Government has a vision to build Gauteng into an integrated city region, characterised 
by social cohesion and economic inclusion; and the leading economy on the continent, underpinned by 
sustainable socio-economic development. Infrastructure is a critical enabler for the Province to achieve this 
vision. The National Development Plan, Vision 2030 (NDP) continues to be the foundation upon which we as a 
Province underpin our development endeavours… Gauteng is a leading destination for Foreign Direct Investment 
into Africa. Moreover, it is seen as the economic hub of South Africa. Growing Gauteng Together requires 
investment in economic infrastructure and we will continue to sustain the momentum in support of this 
programme and growing the Gauteng economy.”  

Premier David Makhura (2020) 

The Province’s five primary priorities over the period 2019 – 2024 are: 

• Economy, Jobs and Infrastructure 
• Education, Skills Revolution and Health 
• Integrated Human Settlements and Land Release 
• Safety, Social Cohesion and Food Security 
• Building a Capable, Ethical and Development State 

The Province is focused on ten high-growth sectors: 

• Energy, with a focus on new technologies and a diverse energy mix 
• Transportation and logistics 
• ICT and digital services with a focus on the gig economy 
• Tourism and Hospitality 
• Food, Beverages, Agro-processing and agribusiness 
• Construction and Infrastructure 
• Automotive, Aerospace and Defense 
• Financial services 
• Cultural and creative services 
• Cannabis industry 

 
Figure B3.1: The Province’s Vision and Targets for 2030 

 
Source: Gauteng Provincial Government (2020) 
 
Figure B3.2: Classification of the Province’s Investment Opportunities 

 
Source: Gauteng Provincial Government (2020) 
 
From an investment perspective, there are various funding models that the Province is making 
available to prospective investors. Investment partnerships can take on a number of forms, with 
varying degrees of private sector involvement. 
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The City of Ekurhuleni 
 
The Ekurhuleni Metropolitan Municipality (EMM) has adopted its Growth and Development Strategy 
for 2055 (GDS 2055). The diagrams below outline the city’s strategic framework of the strategy 
and its posture in terms of economic growth and development outcomes. 
 
Figure B3.3: Strategic themes of the GDS 2055 & strategic posture towards economic development 

  
 
Source: EMM (2020) 
 
The City of Johannesburg 
 
“Johannesburg – a World Class African City of the Future – a vibrant, equitable African city, 
strengthened through its diversity; a Smart city that provides real quality of life; a city that 
provides sustainability for all its citizens; a resilient and adaptive society. 

Joburg. My City – Our Future!” 
Growth and Development Strategy 2040 (GDS 2040) 

 
Figure B3.4: Context of Joburg 2040 
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The City of Tshwane (Pretoria) 
 
The City of Tshwane adopted its Local Economic Development (LED) Strategy in 2019 and its 
Tshwane Vision 2030 envisions a City which is “a vibrant, innovative, sustainable, equitable and 
globally competitive metropolitan economy characterised by growth, employment and economic 
opportunities for all”. 
 
This city’s vision is built on five strategic pillars: 
1. A City that facilitates economic growth and job creation 
2. A City that cares for residents and promotes inclusivity 
3. A City that delivers excellent services and promotes the environment 
4. A City that keeps residents safe 
5. A City that is open, honest and responsive  
 
Aligned to Tshwane Vision 2030, the main objectives of the City’s LED Strategy are: 
• To support the local economy by facilitating a conducive environment for business and economic 
• growth 
• To create an inclusive economy that allows all members of society to make a positive 

contribution To the City 
• To ensure youth-development and job creation for women 
• To strengthen rural-urban linkages 
• To eradicate unemployment, poverty and inequality throughout the City 
• To promote foreign and domestic investment in the City 
• To improve the ease of doing business and ensuring business sustainability 
 
Figure B3.5: Principles of the City’s LED Strategy 
 

  
 
Figure B3.6: Key Economic Pillars and Underlying Enablers for Local Economic Development in the City of 
Tshwane 

 
 
Source: City of Tshwane (2019) 
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9.4.5.5. KwaZulu Natal Province 
 
Figure 47 below provides an overview of the sectorial composition of the Province of Kwa-
Zulu Natal. The Province’s three largest sectors, on average over time, by GVA are (i) 
finance, real estate and business services, (ii) manufacturing, and (iii) general government 
services. The growing government services sector within the province is not sustainable 
and efforts must be made to diversify the economy, accordingly. The metropolitan city of 
eThekwini (Durban) is situated within Kwa-Zulu Natal. 
 
Figure 47: KwaZulu Natal  Province Sectorial GVA Composition: GVA, constant prices, R millions 
 

 
 
Tress Index 
The table below reflects the Tress Index of the KwaZulu Natal. In the table below it is 
evident that the KwaZulu-Natal province is still diversified in its economy. 
 
Table 13: Tress Index for Gross Value Added at Basic Prices (KwaZulu-Natal - 2010 and 2020) 
Tress Index 2010 2020 
KwaZulu-Natal 39,2 40,1 

 
Location Quotient 
As indicated in Table 14, the province holds a comparative advantage in the following 
sectors: 

• Agriculture, forestry and fishing; 
• Transport, storage and communication; 
• Manufacturing; 
• Construction; and 
• Community, social and personal services. 
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Table 14: Location Quotient of Economic of KwaZulu-Natal (2010 and 2020) 
KwaZulu Natal Location Quotient   

Industry 2010 2020 
Agriculture, forestry and fishing  1,71 2,03 
Mining and quarrying  0,22 0,23 
Manufacturing 1,32 1,30 
Electricity, gas and water  0,98 0,97 
Construction 1,21 1,22 
 Wholesale and retail trade, catering and accommodation  1,04 1,02 
Transport, storage and communication  1,33 1,33 

Finance, insurance, real estate and business services  0,85 0,83 
General government  0,94 0,94 
Community, social and personal services 1,05 1,04 

 
Growth Performance Index 
Growth in the following sectors outperformed the national economy: 

• Agriculture, forestry and fishing; 
• Mining and quarrying; 
• Transport, storage and communication;  
• Construction;  
• Wholesale and retail and motor trade, catering and accommodation; 
• Manufacturing; 
• Personal services; and 
• General government service had the best growth performance. 

 
Table 15: Gross Performance Index for Kwa Zulu Natal (2009 to 2019) based on Gross Value added 
(GVA) at basic prices 
Agriculture, forestry and fishing 123,37 
Mining and quarrying 113,51 
Manufacturing 100,40 
Electricity, gas and water 98,96 
Construction 100,97 
Wholesale, retail and motor trade; catering and accommodation 100,85 

Transport, storage and communication 101,48 
Finance, real estate and business services 99,10 
Personal services 101,86 

General government services 102,39 
 
 
Conclusion 
The TI reflects that the KwaZulu Natal economy is still diversified. The following sectors 
are considered good investment opportunities due to their respective LQ and GPI scores: 
• Agriculture, forestry and fishing; 
• Transport, storage and communication;  
• Manufacturing; 
• Construction; and 
• Personal services 
In addition, the wholesale, retail and motor trade; catering and accommodation sector is 
of potential. 
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Box 4: The Kwa-Zulu Natal Province & the Metropolitan City of eThekwini 
 
Towards “Building a better future together”, the Province has adopted its 2035 Growth and 
Development Plan. 
 
Kwa Zulu Natal’s vision 
“By 2035 KwaZulu-Natal will be a prosperous Province with a healthy, secure and skilled population, 

living in dignity and harmony, acting as a gateway to Africa and the World” 
 

The Province’s strategic goals are anchored on: 
1. Inclusive economic growth 
2. Human resource development  
3. Human and community development  
4. Strategic infrastructure 
5. Environmental sustainability 
6. Governance and policy 
7. Spatial equity 
 
Figure B4.1: Unpacking the Province’s goal of inclusive economic growth 

 
Source: Kwa Zulu Natal Provincial Government (2019) 
 
Key sectors for job creation (and including the production value chain) articulated by the Province 
are: 
• Manufacturing; 
• Agriculture; 
• Tourism; 
• Transport and logistics; and 
• Maritime activities; 
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In 2021, the metropolitan City of eThekwini (Durban) developed its eThekwini One Plan: 
Pathway to an Envisaged Future which was a result of government working together with 
stakeholders and communities with the aim to make eThekwini a leading Smart Port City Region 
that is just, safe, socially cohesive and culturally expressive. 
 
Figure B4.2: One Plan Theory of Change 

 
Figure B4.3: One Plan areas of transformation 

 
 
Figure B4.4: The City’s Vision for 2050 
 

 
Source: eThekwini (2021) 
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9.4.5.6. Limpopo Province 
 
Figure 48 below provides an overview of the sectorial composition of the Limpopo Province. 
The Province’s three largest sectors, on average over time, by GVA are (i) mining and 
quarrying, (ii) (ii) general government services and (iii) finance, real estate and business 
services. The growing government services sector within the province is not sustainable 
and efforts must be made to diversify the economy, accordingly. 
 
Figure 48: The Limpopo Province Sectorial GVA Composition: GVA, constant prices, R millions 

 
Source: Quantec (2021) 
 
Tress Index 
The table below reflects the Tress Index of the Limpopo. In the table below it is evident 
that Limpopo Province is becoming concentrated in its economic structure. 
 
Table 16: Tress Index for Gross Value Added at Basic Prices (Limpopo - 2010 and 2020) 
Tress Index 2010 2020 
Limpopo 49,2 50,6 

Source: ISA Calculations derived from Quantec Data 
 
The table below indicates the comparative advantages of Limpopo with the following 
sectors demonstrating comparative advantages: 

• Mining and quarrying  
• Agriculture, forestry and fishing; 
• Electricity, gas and water;  
• Construction; and 
• General government 
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Table 17: Location Quotient of Economic of Limpopo (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  1,12 1,29 
Mining and quarrying  3,17 3,73 
Manufacturing 0,21 0,20 
Electricity, gas and water  1,14 1,08 
Construction 1,00 1,04 
 Wholesale and retail trade, catering and accommodation  1,04 1,00 
Transport, storage and communication  0,51 0,47 

Finance, insurance, real estate and business services  0,71 0,68 
General government  1,16 1,14 
Community, social and personal services 0,70 0,67 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
Three economic sectors in the Limpopo Province outperformed the national economy and 
are listed below: 

• Mining and quarrying;  
• Agriculture, forestry and fishing; and 
• Electricity, gas and water. 

 
Table 18: Gross Performance Index for Limpopo (2009 to 2019) based on Gross Value 
added (GVA) at basic prices 
Agriculture, forestry and fishing 105,15 

Mining and quarrying 108,14 
Manufacturing 98,12 
Electricity, gas and water 100,54 
Construction 99,29 
Wholesale, retail and motor trade; catering and accommodation 95,03 

Transport, storage and communication 95,85 

Finance, real estate and business services 93,93 

Personal services 96,10 
General government services 97,60 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Limpopo economy is becoming more concentrated, signalling a 
potential need to diversify its economic structure. The following sectors are considered to 
demonstrate investment potential, due to their respective LQ and GPI scores, and should 
be prioritised towards the province’s future growth and potential: 
• Mining and quarrying;  
• Agriculture, forestry and fishing; 
• Electricity, gas and water 
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9.4.5.7. Mpumalanga Province 
 
The Mpumalanga Province’s three largest sectors, as demonstrated by GVA, on average 
over time are: (i) mining and quarrying; (ii) whole, retail and motor trade, catering and 
accommodation and (iii) finance, real estate and business services. The manufacturing 
sector also indicates significant growth over the period in the figure below.  
 
Figure 49: Mpumalanga Province Sectorial GVA Composition: GVA, constant prices, R millions 

 
Source: Quantec (2021) 
 
Tress Index 
The Tress Index for the Mpumalanga economy reflects that its structure is still diversified, 
albeit demonstrating marginal concentration increase between 2010 and 2020. 
 
Table 19: Tress Index for Gross Value Added at Basic Prices (Mpumalanga - 2010 and 2020) 
Tress Index 2010 2020 
Mpumalanga 39,5 40,7 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
Table 20 indicates the LQs for the Province, signalling a comparative advantage in the 
following economic sectors: 

• Mining and quarrying;  
• Electricity, gas and water; and  
• Agriculture, forestry and fishing; 
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Table 20: Location Quotient of Economic of Mpumalanga (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  1,22 1,27 
Mining and quarrying  2,77 3,52 
Manufacturing 0,96 0,94 
Electricity, gas and water  2,05 2,09 
Construction 0,87 0,89 
 Wholesale and retail trade, catering and accommodation  1,00 0,98 
Transport, storage and communication  0,65 0,64 
Finance, insurance, real estate and business services  0,57 0,56 
General government  0,74 0,73 
Community, social and personal services 0,65 0,63 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
The following sectors outperformed the national economy 

• Mining and quarrying;  
• Agriculture, forestry and fishing; and 
• Manufacturing 

 
Table 21: Gross Performance Index for Mpumalanga (2009 to 2019) based on Gross Value added 
(GVA) at basic prices 
Agriculture, forestry and fishing 104,77 

Mining and quarrying 111,84 
Manufacturing 101,13 
Electricity, gas and water 99,50 
Construction 98,66 
Wholesale, retail and motor trade; catering and accommodation 93,83 

Transport, storage and communication 96,50 
Finance, real estate and business services 96,28 
Personal services 95,53 
General government services 97,08 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Mpumalanga economy is still diversified. Three sectors have 
comparative advantages based on the LQ scores and the following sectors are considered 
good investment opportunities due to their respective LQ and GPI  scores: 
• Mining and quarrying; 
• Agriculture, forestry and fishing; 
• Electricity, gas and water; and 
• Manufacturing 
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Box 6: The Province of Mpumalanga 
 
Mpumalanga is one of the smallest Provinces in South Africa, second to the Gauteng Province. 
It can be understood by dividing it into the Lowveld and the Highveld, which have distinctive 
characteristics and therefore, economic activities. The Lowveld is characterised by tropical 
weather patterns making it favourable for agriculture and grazing. It is the key citrus hub in 
the Province. It is also known for its natural beauty, home to the Kruger National Park; a 
global tourist destination. Anecdotally, the town of Hazyview was voted by TripAdvisor as the 
25th most visited town in Africa.  
 
The Highveld on the other hand is characterised by mining activity and agriculture. The co-
existence of agriculture and extent of mining due to the vast coal reserves has created a 
contested economic space. In addition, the province has key historic and notable links to some 
of the earliest discoveries of gold in South Africa.  
 
Some of the best performing sectors include mining, manufacturing and services followed by 
tourism and agriculture. On the mining front, the province boasts rich coal reserves and is 
home to majority of South Africa’s coal-fired power stations. The majority of the province’s 
mining activities are located in the region of eMalahleni. Mpumalanga presently contributes 
7.5 percent to national GDP. 
 
The Mpumalanga Province has embraced the country’s Integrated District Development Model 
as a strategic vehicle. The province has developed its Economic Reconstruction and Recovery 
Plan aligned to the sovereign’s ERRP and key initiatives include: 
• Implementation of the Mpumalanga Industrial Development Plan 
• Development of the Nkomazi Special Economic Zone (SEZ) (The Province is working 

with the DTIC on the realisation of the SEZ) 
• Development of the Mpumalanga International Fresh Produce Market  
 
Figure B6.1: Mpumalanga Vision 2030 

 
Source: Mpumalanga Provincial Government (2018) 
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9.4.5.8. The Northern Cape Province 
 
Figure 50 below provides an overview of the sectorial composition of the Northern Cape 
Province, which is also home to the metropolitan city of Cape Town. The Province’s three 
largest sectors, on average over time, by GVA are (i) mining and quarrying, (ii) finance, 
real estate and business services, and in recent years reflect a close tie between the (iii) 
wholesale, retail and motor trade; catering and accommodation and general government 
services sectors; the latter of which is not sustainable. 
 
Figure 50: Northern Cape Province Sectorial GVA Composition: GVA, constant prices, R millions 
 

 
Source: Quantec (2021) 
 
Tress Index 
The table below reflects the Tress Index of the Northern Cape. The TI for the Northern 
Cape reflects diversification in terms of its economic structure. 
 
Table 22: Tress Index for Gross Value Added at Basic Prices (Northern Cape - 2010 and 
2020) 
Tress Index 2010 2020 
Northern Cape 42,1 45,8 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
The table below indicates the relative comparative advantages of the Northern Cape. The 
following sectors reflect comparative advantages: 

• Mining and quarrying; 
• Agriculture, forestry and fishing; 
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• Electricity, gas and water; and 
• Transport, storage and communication 

 
Table 23: Location Quotient of Economic of Northern Cape (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  3,00 2,59 
Mining and quarrying  2,99 3,90 
Manufacturing 0,24 0,23 
Electricity, gas and water  1,21 1,30 
Construction 0,68 0,69 
 Wholesale and retail trade, catering and accommodation  0,83 0,74 

Transport, storage and communication  1,07 1,03 

Finance, insurance, real estate and business services  0,63 0,61 
General government  0,92 0,87 
Community, social and personal services 0,81 0,78 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
The leading sectors in the Northern Cape include, based on the province’s relative 
performance to the national economy are: 

• Mining and quarrying; 
• Electricity, gas and water; and 
• Personal services. 

 
Table 24: Gross Performance Index for Northern Cape (2009 to 2019) based on Gross 
Value added (GVA) at basic prices 
Agriculture, forestry and fishing 89,93 

Mining and quarrying 121,21 

Manufacturing 98,02 
Electricity, gas and water 102,57 
Construction 93,98 
Wholesale, retail and motor trade; catering and accommodation 90,80 

Transport, storage and communication 93,84 

Finance, real estate and business services 96,06 
Personal services 100,92 
General government services 97,43 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Northern Cape economy is diversified, hence there is little concern 
if too much investment takes place in one specific industry. Although the LQ reflects a 
good performance of the Agriculture, forestry and fishing sector, it is important to note 
that this sector underperformed when compared to the growth of this sector in the 
aggregate economy over this period. The following sectors are considered good investment 
opportunities due to the LQ and GPI scores and should thus, be prioritised by the province: 
• Mining and quarrying; and 
• Electricity, gas and water 
In addition, if significant plans are made and implemented to revive the agriculture, 
forestry and fishing sector, this could also be a third sector of opportunity for the province. 
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9.4.5.9. The North-West Province 
 
Figure 51 below provides an overview of the sectorial composition of the North-West 
Province. The Province’s three largest sectors, on average over time, by GVA are (i) mining 
and quarrying, (ii) finance, real estate and business services, and (iii) general government 
services sectors; the latter of which is not sustainable. 
 
Figure 51: The North-West Province Sectorial GVA Composition: GVA, constant prices, R millions 
 

 
Source: Quantec (2021) 
 
Tress Index 
The Tress Index for the North-West Province reflects that it is a more diversified than 
concentrated in structure. 
 
Table 25: Tress Index for Gross Value Added at Basic Prices (North West - 2010 and 2020) 
Tress Index 2010 2020 
North West 49,1 45,3 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
The table below indicates the relative comparative advantages of the North-West. It is 
found that the following sectors boast comparative advantages:  

• Mining and quarrying; and  
• Community, social and personal services. 

In addition, the LQ for the electricity, gas and water sector has also grown significantly 
and is now close to 1. 
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Table 26: Location Quotient of Economic of North West (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry and fishing  0,95 0,86 
Mining and quarrying  3,89 3,60 
Manufacturing 0,42 0,45 
Electricity, gas and water  0,87 0,96 
Construction 0,74 0,86 
 Wholesale and retail trade, catering and accommodation  0,77 0,88 
Transport, storage and communication  0,62 0,69 
Finance, insurance, real estate and business services  0,62 0,67 
General government  0,75 0,87 
Community, social and personal services 1,33 1,46 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
General government services illustrates the best growth performance, which is not 
sustainable. 

 
Table 27: Gross Performance Index for North-West (2009 to 2019) based on Gross Value added 
(GVA) at basic prices 
Agriculture, forestry and fishing 81,00 

Mining and quarrying 88,96 

Manufacturing 95,46 
Electricity, gas and water 96,05 

Construction 92,57 
Wholesale, retail and motor trade; catering and accommodation 94,25 

Transport, storage and communication 94,48 

Finance, real estate and business services 93,28 

Personal services 96,49 

General government services 100,32 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the North-West economy province is still diversified in its structure. 
The GPI reflects that only the government sector experienced buoyant growth between 
2010 and 2020. This implies that significant investment takes place in government services 
and hence indicates a more pressing requirement to attract private sector investment into 
other sectors of the economy. The following sectors are considered good investment 
opportunities due to their respective LQ scores: 
• Mining and quarrying; and 
• Community, social and personal services 
In addition, based on significant growth in the LQ score of the electricity, gas and water 
sector, this is considered to be a sector of potential for the province. 
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9.4.5.10. The Western Cape Province 
 
Figure 52 below provides an overview of the sectorial composition of the Western Cape 
Province, which is also home to the metropolitan city of Cape Town, a global tourism 
destination. The Province’s three largest sectors, on average over time, by GVA are (i) 
finance, real estate and business services, (ii) wholesale, retail and motor trade; catering 
and accommodation, and (iii) manufacturing. 
 
Figure 52: Western Cape Province Sectorial GVA Composition: GVA, constant prices, R millions 

 
Tress Index 
Table 27 below indicates the Tress Index of the Western Cape. The province has become 
a slightly more concentrated economy between 2010 and 2020, implying that the economy 
is slightly more vulnerable to exogenous shocks, such as commodity price fluctuations. 
 

   Table 28: Tress Index for Gross Value Added at Basic Prices (Western Cape - 2010 and 2020) 
Tress Index 2010 2020 
Western Cape 48,7 51,5 

Source: ISA Calculations derived from Quantec Data 
 
Location Quotient 
Table 29 below indicates the relative comparative advantages of the Western Cape albeit 
decreasing in 2020. The following sectors demonstrate comparative advantages: 

• Agriculture, forestry and fishing; 
• Finance, insurance, real estate, and business service; and 
• Manufacturing; 
• Construction; 
• Community, Social and Personal Services; and  
• Wholesale and retail trade, catering and accommodation. 

This picture also demonstrates a certain level of alignment to the province’s sectorial 
composition of GVA, i.e. Figure 52. 
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Table 29: Location Quotient of Economic of Western Cape (2010 and 2020) 
Industry 2010 2020 
Agriculture, forestry, and fishing  1,63 1,48 
Mining and quarrying  0,03 0,03 
Manufacturing 1,14 1,12 

Electricity, gas, and water  0,81 0,78 

Construction 1,13 1,11 
 Wholesale and retail trade, catering, and 
accommodation  

1,07 1,05 

Transport, storage, and communication  1,12 1,08 
Finance, insurance, real estate, and business services  1,39 1,38 

General government  0,64 0,64 
Community, social and personal services 1,16 1,13 

Source: ISA Calculations derived from Quantec Data 
 
Growth Performance Index 
In terms of the GPI, a large number of sectors in the Western Cape performed quite well. 
Leading sectors include: 

• Mining and quarrying; 
• Wholesale, retail and trade, catering and accommodation; 
• Finance, real estate and business services; 
• Construction; 
• Personal services; and  
• General government 

 
Table 30: Gross Performance Index for Western Cape (2009 to 2019) based on Gross Value added 
(GVA) at basic prices 
Agriculture, forestry and fishing 89,57 

Mining and quarrying 109,66 
Manufacturing 99,49 
Electricity, gas and water 99,90 
Construction 101,67 
Wholesale, retail and motor trade; catering and accommodation 102,12 

Transport, storage and communication 98,63 
Finance, real estate and business services 102,04 
Personal services 100,19 
General government services 103,04 

Source: ISA Calculations derived from Quantec Data 
 
Conclusion 
The TI reflects that the Western Cape economy is becoming more concentrated and 
although the GPI reflects a good performance of the mining and quarrying sector, 
investment in this sector should be carefully considered due to the very poor LQ score. 
The following sectors are considered good investment opportunities due to the LQ and GPI 
scores: 
• Wholesale and retail trade, catering, and accommodation; 
• Finance, real estate and business services;  
• Construction; and 
• Personal services 
In addition, manufacturing could also be a sector of potential for the Province based on 
the fact that it is already in the top 3 largest sectors for the province by GVA; the LQ of 
the sector is greater than 1, indicating a comparative advantage, and the GPI for the sector 
is very close to 100.  
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Box 9: The Western Cape’s Plan for the next five years and the City of Cape 
Town’s 2021 Economic Growth Strategy 
 
Figure B9.1: The Western Cape Province’s Plan for the next 5 years: 2019 – 2024  

 
Source: Western Cape Government (2019) 
 
 
 
The City of Cape Town’s economic vision as articulated in its 2021 growth strategy: 

 
“By coordinated action between all sectors of society and spheres of government a 

business-friendly environment will be forged that will enable businesses to grow and create 
jobs, whilst adapting to market changes and empowering individuals to be economically 

active and socially mobile. The City will ensure it plays its role in creating more shared and 
greater prosperity.” 
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Figure B9.2: Intervention areas for the City of Cape Town 
 

 
Source: City of Cape Town (2021) 
 
 
Figure B9.2 above indicates “the City’s prioritisation of intervention in the face of the 
current economic crisis, with emphasis placed on quality service provision first and 
foremost, and business and labour market support thereafter. It is important to note that 
the lifespan of this Strategy will see adjustment of its application in line with changing 
circumstances, however the impact of Covid-19 is such that the existing prioritisation is 
likely to persist for some time.” 

CoCT Economic Growth Strategy 2021 
 

 
 
Snapshot: Figure B9.3: Container activity in the City of Cape Town 

 
Source: City of Cape Town (2021) 
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 South Africa’s Five Big Frontiers  
9.5.1. The big frontiers to accelerate FDI and DDI 

for job-rich growth 
The Big Frontiers listed in this section are the country’s articulated strategic investment 
attraction initiatives that are elevated as Country Strategic Investment Programmes (CSIPs) 
to drive the requisite levels of FDI and DDI that match the ambitions of the NDP. South Africa’s 
Big Frontiers have been derived through the empirical analysis presented above and also, 
through a ‘matrixing’ process which identified, across a range of existing strategic 
commitments, initiatives under the following categories of state action to promote, facilitate 
and enable investment: 
a) Convene: the state can convene and cluster relevant players to ensure that investments 

support each other and further, that co-ordinated investor intelligence is enhanced 
b) Co-invest: the state can build something that is a platform for or a significant component 

of a larger private sector investment (e.g., Special Economic Zones; industrial capability 
through the state’s Critical Infrastructure Fund) 

c) Catalyse: the state can finance infrastructure that is a precondition for scaling investment 
(e.g., bulk infrastructure, rail and port infrastructure, road networks) and crowd-in private 
finance and funding through credit enhancement, tax increment financing and other 
mechanisms that liberate the state to build enabling infrastructure without compromising 
fiscal headroom 

d) Enable: the state can unblock elements that are obstacles to investment or amend 
legislation to enable and drive investment. This includes streamlining and fast-tracking 
licensing regimes, operating permits of all kinds, spatial development frameworks and 
other compliance instruments, including, permission to build and visa rules for scarce skills 
that have been cites as bottlenecks in targeted sectors. 

The matrixing process has identified initiatives under each of these action areas that are 
aligned to the following: 
• The Economic Reconstruction & Recovery Plan published October 2020 
• Sector Masterplans (both DTIC-led and otherwise) 
• National  Planning Commission input/discussion papers  
• NEDLAC inputs to date including the Business for South Africa (B4SA) 
• NSDF 
• Inputs from organized labour and civil society  
• Inputs made through the three country investment conferences held to date 

The combination of the empirical work presented thus far and the matrixing exercise just 
described has yielded the 5 big frontiers, which are summarised below. Brief matrixing 
tables summarising key strategic initiatives to be organised under each of the four action 
areas for each frontier are contained in an annexure to the CIS.  

Figure 53: South Africa’s 5 Big Frontiers 

 
 

Source: South Africa’s Country Investment Strategy (2021) 
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It is important to highlight that the morphing of the Big Frontiers into strategic investment 
programmes must carefully consider the country’s spatial transformation agenda, as 
articulated in the National Spatial Development Framework (NSDF, 2018). 

9.5.1.1.1. Big Frontier 1: Green Hydrogen – South 
Africa at the Forefront of Green Energy 

South Africa has the potential to play a dominant role in the green energy marketplace of 
the 21st Century by becoming a leading global production site for Green Hydrogen and 
Green Ammonia as export commodities.  This is driven by the demand of countries seeking 
to convert to zero-emission electricity grids as well as industries seeking to fulfil 
commitments to transition to green fuel. This is based on extensive engineering experience 
which is now being phased into economic modelling based on a range of scenarios that 
has identified the opportunity for South Africa to become a leading global production site 
for green hydrogen driven by export market demand, specifically from Japan and the 
European Union.  This is principally based on electrolysis as the most promising, zero-
emission mode of production at scale and the associated requirement that the electricity 
used in such a process itself be generated using zero-emission sources in order for the 
hydrogen and/or green ammonia produced to be classified as green.  

In this regard, it is important to note that the EU has active commitments to provide 
offtakes for over 40 GW of hydrogen production capacity, 90% of which has to come from 
outside of the EU. South Africa’s globally leading advantage in renewable energy, 
particularly with respect to solar and wind across the Northern Cape solar belt, position us 
well to meet this export demand.  

Whilst the production capabilities will be Northern Cape-led, this represents a national 
opportunity with dedicated storage and export facilities to be set up across the national 
port system and the strategic localisation of renewables technology manufacturing, 
including the establishment of tier-1 renewables components suppliers in the major 
advanced manufacturing hubs such as Gauteng, to meet the gigawatt level demand for 
renewable energy to power hydrogen production.  

Although electrolyser technology will spur additional demand for platinum group metals to 
produce catalysers, the main advantage from growth in hydrogen as a fuel source over 
the mid-horizon is likely to be used in hydrogen fuel cells, both locally and internationally. 
There are a range of opportunities to use the hydrogen export economy to revitalise, 
recapitalise and transition mines across the country, including an opportunity to mandate 
that a portion of profits derived from exports be used to fund just transition programmes 
for workforces currently producing and processing coal and other high-emission fuels.  

Table 31: State enablement of Big Frontier 1: Green Hydrogen 
Convene • Approve national Hydrogen Strategy and Hydrogen Investor Roadmap, 

working with SAREM, HySA and other relevant umbrella bodies  
• Convene regular roundtables with hydrogen sector investors, including the 

Platinum Group Metals (PGM) mining sector 
Co-invest • Deploy Green Hydrogen and Green Ammonia export production as part of 

relevant Special Economic Zones, starting with Namaqua District (Northern 
Cape), including dedicated export facilities at the new planned Port of 
Boegoebaai.  

• Deploy SEZ and other industrial incentives to establish Tier-1 producers of 
renewable energy and electrolyser technology in advanced manufacturing 
hubs.  

Catalyse • Integrate dedicated Green Hydrogen and Green Ammonia storage into 
existing port operations  

• Expand and/or establish dedicated Green Hydrogen and Green Ammonia 
overland transport capacity including specialist rolling stock and pipeline 
infrastructure where necessary 
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Enable  • Allow unlimited own generation using renewable energy at Hydrogen 
Production sites for export, on condition that an agreed portion of profit-
share is ceded to an independently managed just transition fund.  

• Fast-track mining exploration linked to PGM 

Source: South Africa Country Investment Strategy (2021) 
 

9.5.1.2. Big Frontier 2: Driving wide and deep digital 
coverage to position South Africa as Africa’s Hub for 
Next Generation Digital Industries and 
Infrastructure 

Modelling contained within the country’s ICT and Digital Economy Masterplan indicates 
that the digital economy could boost total GDP by 3 percent overall and contribute as much 
as 19 percent to GDP. The masterplan foresees this through enabling the hyper-scaling of 
global business services and digital services businessesi, advanced manufacturing of new 
digitally enabled productsii, enabling the deployment of transformative technologies and 
digital platformsiii and enabling next generation creative industries such as gaming 
productioniv. This in turn depends on a demand-led, integrated national programme to 
build the relevant digital workforce and building high-capacity connectivityv to serve both 
individual users and industrial clients. An industrial broadband strategy at the level 
required will need to be built through an interlocking network of private sector 
investments.  

The strategic approach to commercialising public sector investment into backhaul and last 
mile connectivity as a platform for interlocking private sector investment is to pool a 
purchase guarantee of broadband and value added services usage over a five to fifteen 
year timeframe from all spheres of government. This can be packaged with a multi-year 
partial funding guarantee and the right to commercial returns for use of publicly procured 
infrastructure under defined parameters.  

Table 32: State enablement of Big Frontier 2: Next Generation Digital Industries and Infrastructure 
Convene • Fast-track international marketing and investor engagement  

• in key source markets for global business services  
• Mobilise digital, ITO and ICT companies to participate in  

export market opportunities 
• Map the innovation funding process for digital innovations from R&D to final 

launch 
• Bolster R&D financing schemes with a centralised co- ordinating body 
• Nurture alternative and innovative start-up financing schemes 
• Cultivate grass roots innovation schemes 
• Promote work from anywhere digital platforms which provide outcomes based 

gig and contract work for South Africans in townships and villages  
Co-invest • Optimise existing special economic zones, innovation hubs, industrial and 

technology parks and youth technology facilities 
• Create public-private deal making teams 
• Provide standardisation ranking and pre-testing initiatives for digital products 

and services that are exported 
Catalyse • Activate bidding process to position public sector backhaul investments as 

platforms for interlocking private investment into universal broadband (see 
strategy outlined above) 

• Reform the SETA funding model for digital skills from being output-based to 
being outcome-based and establish digital apprenticeship centres 

• Modernise South Africa’s qualifications and credentialing system in line with 
digital industrial workforce demand and set aside discretionary SETA funding for 
micro-credentials 
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• Ensure all SETAs incorporate digital skills planning into their sector skills plans 
and that curriculums across all disciplines in TVET institutions are designed to 
provide students with relevant skills that enhance digital literacy 

Enable  • Enact standard by-laws governing wayleave application and processing which 
favour broadband installation in under-serviced areas, as well as fair, rapid 
turnaround bidding systems for those seeking to use street furniture 
(streetlamps and similar infrastructure)  

• Refine South Africa’s IP policies and patent grant system to incentivise digital 
platforms  

• Create incentives and an enabling environment for the establishment and 
expansion for data centres and cloud adoption in South Africa 

• Scale-up and drive uptake of the DTIC's incentive scheme for global business 
services.  

• Provide financial and non-financial reshoring and right-skilling incentives  
• Development of a policy that addresses data access and 
• sharing that supplements the current Protection of Personal 3 years Information 

(“POPI”) Act with a view to balancing data protection and international 
competitiveness of SA as a digital market 

Source: South Africa Country Investment Strategy (2021) 
 

9.5.1.3. Big Frontier 3: Special Economic Zones 
(SEZs) anchoring Advanced Manufacturing and 
Logistics Networks  

The new African single market vi is deliberately designed to liberalise trade in goods and 
services, facilitated by the reduction and elimination of tariff barriers for goods and 
enabling cross-continental trade in services; the latter creating the wider pool of export 
potential represented by Big Frontier 2 above.    

South Africa’s preferential export market access to  AfCFTA, the UK, European and US 
markets represents global demand that can and should be harnessed to drive massive 
new investment into productive capabilities, particularly where South Africa has structural 
advantages continentallyvii. These include automotive and associated advanced 
manufacturingviii, agro-processing and the manufacturing of finished goods that will now 
compete on a tariff-advantaged basis with imports from large-scale manufacturing regions 
such as China and India. There is an explicit opportunity to link the waste and recycling 
economy in South Africa, as a conduit for recovered plastic and packaging feedstock, to 
the export of finished goods into the new single market.  

With respect to advanced manufacturing, the incentives provided through the SEZ 
Programmeix, particularly if scaled and enhanced, provide the enabling policy for advanced 
manufacturing clusters that can crowd-in both foreign and domestic investment to access 
these markets. A clear case in point is the Tshwane Automotive Special Economic Zone 
(TASEZ) which will, by 2022, be producing over 200,000 vehicles a year for export, 
representing a ZAR15.8 Billion (USD 1 Billion) investment, or a 20 percent increase in 
national production capacityx. This has in turn provoked the need for dedicated rail capacity 
to move vehicles to port, resulting in the inception of the Gauteng-Eastern Cape High 
Capacity Rail Corridor; financed in part through a long-term offtake agreement linked to 
SEZ production, designed to form the basis of a blended financing model.  

This approach of anchoring export-led production capability with SEZs leading wider 
industrial clusters integrated with blended financing linked to critical logistics upgrades is 
key to positioning foreign and domestic investors into the South African manufacturing 
sector to benefit from the African single market for finished and intermediate goods, as 
well as the wider markets available under our various trade regimes with other regions.  
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The cost of doing business in South Africa is a critical factor in implementing and scaling 
the interventions promulgated under the ERRP and is significantly impacted by the cost of 
freight, particularly with respect to investment attraction and retention in addition to 
maximising multiplier effects that justify investments made and revenue foregone on key 
incentives, such as that of the special economic zones. Not only has rail freight failed to 
act as a spur to growth in the South African economy but under-investment and poor 
interoperability with freight infrastructure across the legacy Spoornet network (now 
operated under Transnet Freight Rail or TFR) has resulted in an estimated 100 million 
tonnes per annum of freight demand moving from rail to road over the last 2 decadesxi. A  
focus on  rail freight as a key logistical enabler is key.  

Similarly, it is also important to emphasise that rail freight networks are directly integrated 
with Port Networks. These initiatives imply expanding not only the Port of Durban, but 
capabilities across the full port system; which is a clear target for co-investment with the 
various private sector constituencies targeting export markets.    For the purposes of 
accessing the African single market, expanded, modernised port capabilities are critical 
and further emphasise the importance of the development of a coherent and well-co-
ordinated national port strategy and implementation plan.  

Table 33: State enablement of Big Frontier 3: SEZs anchoring advanced manufacturing and logistics 
networks targeting export, including the new single African market 
Convene • Utilise the masterplan forum as an investor mobilisation forum for the 

relevant demand-facing sectors 
• Regularly convene funders and proposers of export-focused manufacturing 

clusters in order to drive investor mobilization into SEZ clusters.  
Co-invest • Scale the SEZ model by deliberately targeting commodities and services in 

demand from the new African single market (AFCFTA) and other markets 
with tariff-enabled access. 

Catalyse • Use the Gauteng-Eastern Cape High-Capacity Rail corridor as a template for 
blended finance approaches linking demand-facing industrial clusters with 
enabling port and rail infrastructure.  

Enable  • Fast-track/streamline SEZ and associated incentives  
• Align national trade facilitation agenda with the SEZ incentives 

Source: South Africa Country Investment Strategy (2021) 
 

9.5.1.4. Big Frontier 4: Industrial Cannabis and 
other Advanced Agro-processing Opportunities 
linked to AfCFTA 

Currently, there is a global shift towards the industrialisation of cannabis as a legally and 
globally traded commodity; feeding what is now projected to grow into a USD 278 billion 
global marketplace by 2028. In the South African context, Cabinet resolved in July 2019 
to aggressively pursue the commercialisation of cannabis as a part of the re-imagined 
industrial policy. The sector was subsequently identified as a candidate for its own 
masterplan, which is at an advanced stage.  

There are broadly four sales channels for cannabis plantsxii processed at different stages 
of growth:  

a) Plants with high THC content grown and processed for medicinal use 
b) Plants produced with broadly the same defining features as (a) but intended for 

recreational use 
c) Plants with low or no THC content produced as hemp, which has a wide range of 

commercial and industrial uses, including as a durable and cost-competitive substitute 
for cotton 

d) Plants with low or no THC content produced as biofuel feedstock   
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Of these, given South Africa’s agricultural competitiveness profile, the most viable 
competitive sales channel to pursue at an industrial scale is channel a). Channel b) is still 
a highly uncertain value proposition both locally and internationally, requiring extensive 
legal and institutional evolution.  However, capabilities developed for medicinal production 
can be very rapidly deployed to service recreational demand from either local or 
international markets.  

Channels c) and d), while promising, will need to be closely tied to offtake agreements to 
ensure competitiveness and sustainability. This could be enhanced if access to large scale 
land parcels not supportive of other cash crops can be released or fast-tracked as cannabis 
plantations, thereby exploiting the fact that the plant prospers in much poorer water and 
soil conditions than is the case with most other crops.  

This provides for novel land assembly arrangements that can support the redevelopment 
of rural land assets, aligned to the provisions and aspirations of the country’s poultry and 
sugar masterplans in particular.  The most significant barrier to industrialisation of channel 
a) is the legal framework within which exporters must operatexiii, which places very high 
compliance burdens on licensees, who are currently producing exclusively for export 
markets.  

A supportive legal framework which both streamlines scale production for export (including 
through inclusion in the SEZ network) and opens up domestic market access through clear, 
sensible regulation of medicinal cannabis is where the CIS prioritises investment 
mobilisation and enabling activity. When combined with the opportunity to position agro-
processed commodities serving the new African single market, as per Big Frontier 3, the 
industrial cannabis approach constitutes a core investor mobilisation strategy for frontier 
areas with significant land assets and linkage to supportive infrastructure via the SEZ and 
logistics networks serving the AFCFTA.  

Table 34: State enablement of Big Frontier 4: Industrial Cannabis and other advanced agro-
processing 
Convene • Process the recommendations of the Cannabis Industrialisation Masterplan 

through Cabinet via the Inter-ministerial Committee on cannabis 
commercialisation 

• Process the recommendations of the Poultry and Sugar masterplans through 
relevant structures  

Co-invest • Mobilise cannabis production for export as part of the SEZ network 
Catalyse • Gear relevant land-release, land-reform and mining land reclamation 

programmes to identify land-parcels that would not be suitable for most 
cash-crops (due to water table and/ or soil quality issues) but which could 
be viable for cannabis plantations 

Enable  • Finalise a common cannabis regulatory framework geared towards 
industrialisation for export, with a focus on medicinal value chain 

• This will most likely require the deployment of regulatory sandboxes to test 
these approaches in specific provinces and regions 

Source: South Africa Country Investment Strategy (2021) 

9.5.1.5. Big Frontier 5: Hyper-scaling ESG/Impact 
Investing linked to Social and Green Economy 
Objectives  

An under-appreciated potential channel to mobilise foreign direct investment is the 
expanding global universe of Environmental, Social and Governance (ESG) impact 
investment funds. The global marketplace for such impact investing now exceeds USD 30 
trillion, though this covers a wide range of investments that carry some level of positive 
social economic or environmental impact.  
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In the South African context, there is a massive opportunity to scale impact FDI flows into 
blended financing portfolios of small, medium and micro enterprises in both the public and 
private sector value chains. This will serve the dual strategic purpose of enabling 
compliance with the transformation of objectives that all large enterprises in South Africa 
must achieve under law; and creating investment vehicles for novel flows of FDI that are 
not tied to specific investments in physical infrastructure.  

The focus is on platforms that can channel wholesale capital to a multitude of enterprises 
not adequately serviced by the banking system via product lines including purchase order 
financing, working capital loans, stock credit financing and cash flow support with 
wholesale capital deployed by expert nonbank intermediaries.  

This envisaged lending can be de-risked in four ways:  

a. The provision of public sector funding as a first loss reserve to enable lower interest 
rates and concessional lending terms blended with private sector capital in boutique 
funds targeting specific sectors and areas 

b. Fintech enabling data-rich, real time cash flow analysis using information from value 
chain owners and sourced via platform management tools 

c. Embedding business development support practices as a requirement for any 
intermediaries accessing the concessional pools of wholesale capital in order to ensure 
average loan recovery of 95 percent or greater 

d. Deployment of loans at a portfolio level in order to manage default risk through 
diversification 

The convergence of concessional financing with value chain intelligence and impact-
focused business development support via structured financing platforms can align 
transformation imperatives and commercial incentives in ways that are investment 
enabling.  
The environmental component of the ESG funding spectrum provides particular 
opportunities that relate to the green economy. This will apply in particular to local 
platforms/portfolio funds which focus on opportunities that include: 
1) Green energy supply, in the local context, with a focus on under-serviced areas, 

including micro-grid solutions with linked power storage deployed as independent 
power producers; particularly where these provide affordable energy to areas with very 
high levels of unbilled losses due to illegal connections and/or unsustainable debt 
balances for historic use.  This will also extend to power storage/IPP offerings that 
stabilise historic industrial grids where supply reliability has become a barrier to 
retention and expansion 

2) Opportunities which provide energy systems which decarbonise hard-to-abate sectors; 
particularly the reconfiguration of historic coal mining assets with limited export 
profitability lifespans to provide green outputs of various kinds 

3) Waste economy opportunities with particular emphasis on the 25 percent of recyclables 
and 20 percent of green waste that constitutes waste flow to landfills nationally 

4) Deployment of water re-use and recycling for residential, commercial and industrial 
use with a focus on reducing demand from watersheds and financing innovations which 
directly reduce unbillable technical losses (which account for over 30 percent of bulk 
water). 

Table 35: State enablement of Big Frontier 5: Hyperscaling ESG/impact investing linked to social 
and green economy objectives 
Convene • Convene and mobilise ESG/impact investors through a dedicated platform which 

profiles blended finance and concessional capital pools that are well positioned to 
attract impact FDI 

Co-invest • Integrate blended finance portfolio lending for enterprise and supplier development 
programs into the SEZ network 

• Integrate blended finance portfolio lending channels for energy, waste economy and 
water re-use/watershed and distribution management technologies into build and 
maintenance contracts for utilities 




