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EXECUTIVE SUMMARY 
 

The South African Government seeks to transform the local economy into a globally competitive industrial 

economy, built on the full potential of all citizens and regions. One of the critical tools for accelerating the 

country’s industrial development agenda is the new Special Economic Zone (SEZ) Programme in respect of 

which revisions to the existing Act are currently being processed into law. SEZs are being introduced as a 

tool that can help: 

• Promote industrial agglomeration; 

• Build the required industrial infrastructure; 

• Promote coordinated planning among key government agencies and the private sector; and 

• Use the zones to guide the deployment of other necessary development tools. As industrial and 

economic development tools, SEZs only work over the long-term and are not suitable as short-term 

interventions. 

The SEZs are expected to contribute towards strengthening South Africa’s terms of trade through the 

export of value-added commodities, the creation of stronger value chains and provision of much-needed 

jobs in previously disadvantaged regions. Much will however, depend on the kind of packages made 

available to investors and the extent to which they will offset, for particular industries, any exogenous 

disadvantages experienced in locating in the SEZ. 

The Feasibility Study in Musina focussed on the Agricultural, Petro-chemic and Logistics sectors as potential 

drivers for the establishment of an SEZ. Although the Agricultural and Petro-chemical Sectors are discussed 

in more detail below, these sectors are only viable in the medium to long term. 

However, the feasibility study and a review of the operations of the Logistics Sector illustrated that logistics 

in a SEZ can also be seen as an economic development and value adding business opportunity while it 

provides an essential service to other Industries. There is clearly a number of up-stream value adding 

opportunities in the supply chain as long as the SEZ is located close to a main corridor, in this case the 

North-South Corridor. This sector has immediate potential and the establishment of a Logistics based SEZ is 

deemed as feasible in Musina, without necessarily excluding the long term potential of the other sectors 

and even possibly other sectors that were not part of this study. 

The feasibility study indicated that the establishment of the Musina Logistics SEZ is viable and can play a 

significant role in the transport of goods from South Africa to the SADC and Sub Saharan countries while 

also providing a route for imported products from these regions.  As the economies of SADC continue to 

grow, the need for capital equipment will increase especially if the SADC countries follow a policy of 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 3 of 349 

industrialisation with the intent to reduce their countries’ reliability on imported food and food products.   

This will pave the way for South Africa to become a key supplier of capital goods to these markets as well 

as a supplier of input materials such as fertilisers and agro-chemicals. 

Looking more directly at the Agricultural sector, the feasibility study has indicated that there is no real 

immediate opportunity to establish agriculture and agro-processing businesses in the proposed SEZ in 

Musina.  While Musina has the competitive advantage of being on the border with Zimbabwe, it is not in 

close proximity to the major source of agriculture activity required to provide the raw material for the 

agro-processing ventures.  The Zimbabwe and SADC export market demand is not considered sustainable 

at current growth levels due to the strategies of SADC countries to employ strategies of import substitution 

industrialisation.  While this bodes well for plant, equipment and machinery supplies, the idea of these 

countries is to reduce reliance on imported food and food products.  If the operations in Musina have to re-

focus their market inward to the high demand areas in Gauteng and other metropolitan areas, the distance 

to markets will be a competitive disadvantage.  The optimal placement of such expansive agro-processing 

business ventures would most likely be Polokwane or as a second choice Makhado.  While the projects and 

business opportunities identified can be housed in the SEZ, it alone does not justify the establishment of an 

Agro-Processing SEZ.  

The establishment of an agro-processing Special Economic Zone in Limpopo, and for that matter, anywhere 

in South Africa, requires consideration of market opportunities and demand as well as the source of supply.  

Most fresh produce destined for fresh produce markets, both locally and internationally, is processed ‘on-

farm’. This requires significant investment and can only be justified if the farm or economic farming unit is 

able to produce sufficient volumes in the right quality.  Other food processing also tends to place their 

processing facilities close to the source of the raw material.  However, the establishment if agro-processing 

centres (or industrial parks) is an opportunity that can be considered for the Limpopo Province as a whole.  

It would be necessary though, to identify the preferred location for such a park given the Limpopo 

agriculture activities and opportunities as well as proximity to markets. Musina is not seen as the most 

ideal location for an ago-processing SEZ. 

The proposed Carbon to Hydrocarbon (CTHC) plant will make use of the coal reserves present in the 

Musina area and access to the transport infrastructure which will enable the products to be distributed 

throughout South Africa, the SADC countries and internationals markets.   

The proposed plant will not make use of SASOL technology but the intention is to make use of one of 

several new generation (Carbon to Liquid) CTL technologies. These technologies include the following: 
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 The Shell Coal Gasification Process which has been proven in various plants around the world and 

offers many advantages.  The process produces syngas.  All the coal will first be processed through 

this gasification phase. The advantages of the Shell gasification process are improved yields and a 

cleaner process (environmentally acceptable); 

 The syngas is then processed into methanol which is the primary product for further processing into 

a variety of products. The downstream processes and products that can then be produced include 

the following: 

 The methanol to gasoline processing technology was developed by Exxon Mobil in the early 

eighties and demonstrated in New Zealand using natural gas; 

 The Haldor Topsoe (Denmark) and Toyo Engineering (Japan) processes produces di-methyl ether 

(DME) from methanol; 

 Methanol to Propylene. Lurgi is developing the methanol to propylene process. No commercial 

plants are in operation yet; 

 Propylene to polypropylene (PP).  The conversion processes to convert propylene to polypropylene 

are very mature. A number of process licensors, including companies such as Lyondell Basell, can 

provide technical support and turnkey projects; and 

 The processing technologies deployed in the various processes will produce a wide range of by-

products, such as waxes, black tars, ammonia and urea (agriculture fertilisers), LPG (Liquid Petroleum 

Gas), a range of solvents, linear Alpha-olefins and ethylene. 

While the technological viability of the proposed processes appears sound, the economic viability of the 

project depends largely on the price of coal and the price of crude oil.  These prices are driven largely by 

the OPEC oil producers and international supply demand dynamics.  The long term outlook for crude oil 

prices is projected to increase.  The target markets for the various products are mostly the export markets, 

such as China for DME and PP, South Africa and Sub-Saharan Africa for the lesser by-products and gasoline. 

The establishment of the petrochemical complex in the Musina area appears viable given the lack of other 

sources of fuel within the SADC region. It will however compete for fuel supply with other projects, notably 

the Jindal project in Botswana. It is recommended that a detail bankable feasibility study be undertaken by 

the project owners before any commitments can be made to support the initiative with a Special Economic 

Zone designation. 

This report covers a high-level, desktop review of the existing transport infrastructure in the vicinity of the 

proposed Musina Special Economic Zone (SEZ) development. There are two potential sites proposed for 

the SEZ development in the vicinity of the town of Musina. This report forms part of the larger pre-

feasibility report prepared for the proposed development by Mott MacDonald PDNA.  
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The following is a brief summary of the Transport Infrastructure: 

 The two proposed sites both have excellent local, regional and international road connectivity. 

 The Messina rail station is within 12km of the proposed Leekor site and within 6km of the proposed 

Antonvilla site. There is a proposed rail spur to the Leekor site from the mainline rail. 

 Public transport activity was observed on the surrounding road network. No facilities for the public 

transport were observed. Non-motorised transport activity was observed on the surrounding road 

network but no facilities for it were observed. 

 Polokwane International Airport is approximately 200km away from the town of Musina.  

 Maritime facilities that are closest to the potential sites are in Mozambique, Maputo, which is 

approximately 670km away. 

The potential direct rail connection for either site would make that site the preferred option. This is 

because of its connectivity to the strategic road network and the possibilities for public transport and non-

motorised transport facilities outside the site. 

Should the development progress it is recommended that the roads authorities (South African National 

Roads Agency, Vhembe District Municipality and Musina Local Municipality) be consulted. The consultation 

discussions with should include their requirements in terms of traffic studies for the development of both 

sites.  

For the middle road scenario the overall results of the assessment of economic benefits can be summarised 

as follows: 

 Direct capital investment attracted or leveraged as a result of the establishment of zone would total 

R754m with the warehousing tenant responsible for more than half of this investment; 

 The total contribution to GDP is expected to fluctuate between R308m and R709m during the first 

five years before settling down to a constant R284m per year from year 6 onwards consisting of: 

 R18m from the SEZ management operations; 

 R42m from the warehousing tenants; 

 R86m from the vehicle distribution centre; 

 R49m from the container yard; 

 R18m from the fresh produce handling area; and 

 R71m from the food processing facility. 

By year 20 the cumulative contribution to GDP is expected to amount to R6.9bn; 
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 The contribution to Limpopo Province GGP is expected to fluctuate between R143m and R364 during 

the first five years before settling down to a constant R145m per year from year 6 onwards. The 

cumulative increase to GGP by year 20 is estimated at R3.5bn; 

 Job creation would be as follows: 

 Direct jobs are expected to increase from 172 in year 1 to 345 from year 6 onwards but with a 

peak of 531 direct jobs in year 4. These 345 direct jobs in year 6 are then sustained for the rest of 

the analysis period; 

 Total direct and indirect jobs in the province are estimated to increase from 317 in year 1 to 481 

in year 6 but also with a peak in year 4; and 

 Total direct and indirect jobs in South Africa are expected fluctuate between 835 and 1 607 in the 

first five years before settling down to 714 from year 6 onwards; 

 The cumulative contribution to taxes throughout South Africa over the twenty years is estimated at 

R773m, taking the reduced company tax rate for businesses located in SEZ’s into account; 

 The SEZ is estimated to contribute a cumulative R1.9bn to household income over the twenty year 

analysis period; 

 It is estimated that when full operations are under way that the SEZ could earn R10m a year from 

exports.  Cumulatively over the 20 year analysis period this is expected to amount to R164m in 

foreign exchange; and 

 The SEZ provides an opportunity for skills upgrading, technology transfer and demonstration effects. 

These dynamic effects have the potential to contribute further to regional development especially in 

the longer term. Their potential to result in the emergence of entrepreneurs willing and equipped to 

start new businesses is particularly important as it is these businesses that will be needed to ensure 

that the SEZ continues to growth. 

Given lower levels of investment by businesses, the low road has a lower economic impact summarised as 

follows: 

 Direct capital investment attracted or leveraged as a result of the establishment of the zone would 

total approximately R507m; 

 The total contribution to GDP when full operations commence in year 6 is R109m; 

 The cumulative contribution to GDP over the 20 year analysis period is R3.7bn (compared to the 

R6.9bn of the middle road scenario); 

 The cumulative contribution to provincial GGP is R1.8bn; 

 Job creation would be as follows: 

 152 direct operating jobs will be sustained from year 6 onwards; and 

 185 direct and indirect jobs will be sustained in the province from year 6 onwards; 
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 The cumulative contribution to taxes over the twenty year period is estimated at R467m; 

 It is estimated that the SEZ could earn R7m a year from exports once full operations under this 

scenario commence. Cumulatively over the 20 year analysis period this is expected to amount to 

R107m in foreign exchange; and 

 Though the SEZ would still provide an opportunity for skills upgrading, technology transfer and 

demonstration effects, these would be lower. 

Both land parcels are suitable for development and conventional construction types will suffice. For 

Antonvilla, the presence of wetlands, old mine shafts and buildings and close proximity to a river and 

presence of protected flora needs to be managed correctly through mitigation measures and best 

practices, however further environmental studies are required in order to ensure that environmental 

requirements are adhered to. 

There is good infrastructure comprising paved road in the vicinity of proposed development. There is also 

potential for rail link at Leekor land. 

Water and sewer reticulations need to be provided as the proposed sites do not have any existing 

infrastructure. For Antonvilla there is existing power but this will need to be upgraded to accommodate 

proposed development. North border of Antonvilla site is Limpopo River therefore it will be cheap to 

harness the water from the river, either by pumping or by means of the boreholes. 

With the uncertainty of the availability of electricity with time, it is proposed that the development be 

done in phases and be aligned with Eskom future upgrade of electrical infrastructure. 

The oil and petrochemical sectors, proposed for Site 1, raise a number of environmental issues, which 

needs to be resolved through thorough site-specific investigations in order to minimise the environmental 

impact. During both the construction and operational phases of the proposed LEIP, managing 

environmental impacts will be critical due to the nature of the development and the proximity to the 

Limpopo River. 

The proposed LEIP will create socio-economic stimuli in the area (at least in the short to medium term). 

However, the final layout and positioning of the proposed infrastructure will need to be carefully 

considered, so as to: 

 Retain some of the natural open space and provide areas of relief and areas of recreation for those 

occupying the site; and 

 Respect all watercourses in close proximity to the sites, including their 1:100 floodline areas and/ or 

proposed buffer areas (the latter of which is subject to further on-site ecological investigation). 
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Sites 1 and 2 under consideration for the Musina SEZ overlap with the Marelani Nature Reserve, which 

needs to be further investigated in terms of the laws and regulations governing development in such areas.  

It is unclear whether the Reserve has been protected in terms of law (such as the National Environmental 

Management Protected Areas Act of 2003). The proposed activities for Site 3 need to be further 

investigated and confirmed, as the nature of the development will influence the extent of the impact on 

the ecological and socio-economic environments.  All three sites are also in close proximity to waterbodies 

(particularly the Limpopo River), all of which are considered to be sensitive and in need of preservation. 

Hence, planning of the proposed activities must be undertaken with these environmental sensitivities in 

mind. 

During the next phase of the project, it is critical that public participation/ stakeholder engagement takes 

place, to facilitate the involvement of those potentially affected by or interested in the proposed 

development.  All parties affected by or interested in the development have the right to become involved 

in the decision-making process, and as such public participation/ stakeholder engagement is an integral 

part of the process. 

The SEZ is financially feasible and is an attractive option for both funders and the government in order to 

create economic infrastructure and promote the development of the area. It is recommended that more 

Investment Property is developed to make the total investment even more attractive and to create a 

higher return in investment. 

The risk analysis indicated that the risks associated with land and environment, politics and regulations are 

considered manageable. The technological risks are also relatively low.  

Of greater concern to the sustainability of the proposed Musina SEZ is the following: 

 The delay of ESKOM’s national grid expansion is a high risk for the SEZ, especially if Industrial 

investors are ready but cannot start production. ESKOM is currently experiencing a funding crisis and 

if these are not resolved the grid expansion might be curtailed. Industry respondents believe that the 

long term solution for electricity supply in South Africa lies with more localised power generation 

plants being erected in close proximity to the target user markets. 

The market risk assessment is therefore the key risk that has to be addressed in order to support the 

establishment of the Musina SEZ. It will require coordination of initiatives by the Dti to ensure that the 

package of incentives offered by the Musina SEZ attracts investors. This will become a significant task of 
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the SEZ Company.  In this regard, engagement with the key players in government and industry will be 

required.  
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1. Introduction  

1.1 Background 

The South African Government seeks to transform the economy into a globally competitive industrial 

economy, built on the full potential of all citizens and regions. Both the New Growth Path (NGP) and the 

Industrial Policy Action Plan (IPAP) outline the Government’s industrial agenda, the critical job drivers, 

prioritised industrial sectors and a range of interventions required to accelerate economic growth, create 

jobs and fight poverty and under development. 

One of the critical tools for accelerating the country’s industrial development agenda is the new Special 

Economic Zones (SEZs) Programme in respect of which a new policy as well as the Bill is being processed 

through the appropriate channels into law. Special Economic Zones are being introduced as a tool that can 

help the following: 

 Promote industrial agglomeration; 

 Build the required industrial infrastructure; 

 Promote coordinated planning among key government agencies and the private sector; and 

 Use the zones to guide the deployment of other necessary development tools. 

As industrial and economic development tools, SEZs only work over the long-term and are not suitable as a 

short term intervention. 

The Department of Trade and Industry (Dti) has appointed Econogistics1 to conduct a Feasibility Study into 

the establishment of a Petro-Chemical, Agro-Processing and Logistics Hub SEZ in Musina, in the Limpopo 

Province. 

1.2 Objectives 

The purpose of the feasibility is to accelerate industrialization in general and to specifically promote the 

development of targeted industrial capabilities in order to promote economic growth and creation of 

sustainable quality and sustainable jobs in support of the IPAP, NGP, NDP (National Development Plan) and 

regional development strategies of the envisaged Petro-chemicals, Agro-processing and Logistics Hub SEZ 

in Musina, and to define key institutional, infrastructural, operational, marketing, socio-economic and 

investment issues necessary for the successful implementation of the SEZ. 

                                                
1 The PDNA Group, including its subsidiaries such as Econogistics, has earlier this year completed the final formalities required by 

the Competition Commission of South Africa to bring the PDNA Group into the global Mott MacDonald Group and to officially 
establish Mott MacDonald PDNA in South Africa. In the process, the Group has acquired access to over 15 000 highly skilled 
employees worldwide and over 800 in South Africa. 
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1.3 Scope 

It was proposed that the feasibility study for the Petro-chemicals, Agro-processing and Logistics Hub SEZ in 

Musina be carried out in three phases, as outlined in the diagram below. 

 

Figure 1: Project phases of the Musina SEZ Study. 

The project was done in three (3) phases which consisted of a Pre–feasibility Study, Feasibility Study and a 

SEZ Strategy document phase. At the end of the pre-feasibility and feasibility phases there will be a Go/No 

Go phase and the project could be terminated at this stage.  
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2. Methodology 

2.1 Approach 

The current phase is the feasibility study, which was executed through a combination of the following: 

 

Figure 2: Key activities of the Feasibility Study for the Musina Petro-chemical, Agro-processing and 

Logistics SEZ Report 

A number of key issues have been addressed during this phase, which includes the following: 

 Technical Aspects: 

 Detailed geo-technical investigation of land portion; 

 Topographical surveys; 

 Land availability, suitability, and planning; 

 Completion of civil engineering studies; 
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 Detailed Land use zoning, site planning and design density, building design, vehicle movement 

and parking, landscape, signage, parking and traffic control; 

 Urban designs, landscape design and architectural design; and 

 Bulk Infrastructure (water, energy, waste, etc.). 

 Financial Aspects: 

 Financial modelling and scenario planning (including exploration on PPP, equity, state, etc.); 

 Financial Forecasting: 

o Sustainable revenue and the sources of revenue; 

o Turnover and profit; 

o Operational financing; and 

o Capital financing. 

 Legal and Policy Aspects: 

 *Detailed Environmental Impact Assessment (EIA); 

 Public consultations; 

 Contracts and agreements; 

 Land ownership and use rights; 

 Detailed Land use zoning, site planning and design density, building design, vehicle movement 

and parking, landscape, signage, parking and traffic control; and 

 Labour relations and related. 

 Socio – Economic Aspects: 

 Traffic impact studies; 

 Spatial Development Framework (SDF); 

 Economic impact assessments; and 

 Detailed Industry and Sector Assessment studies. 

 Risk Analysis: 

 Identification and analysis of all key risk factors (local, national and global); 

 Risk monitoring and Assessment; 

 Risk Response and Mitigation; 

 Risk Contingency Planning; 

 Risk Tracking; and 
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 Processes to Address Immediate Unforeseen risks  
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3. Sector and Policy Specialist – Agro-Processing 

3.1 Detailed Industry and Sector Assessment Studies 

3.1.1 Sector Analysis - National 

South Africa has a dual agricultural economy, with both well-developed commercial farming and more 

subsistence-based production in the deep rural areas. Covering 1.2 million km2 of land, South Africa is one-

eighth the size of the United States and has seven climatic regions, from Mediterranean to subtropical to 

semi-desert. This biodiversity, together with a coastline 3 000 km long and served by eight commercial 

ports, favours the cultivation of a highly diverse range of marine and agricultural products, from deciduous, 

citrus and subtropical fruit to grain, wool, cut flowers, livestock and game. While 12% of South Africa's land 

can be used for crop production, only 22% of this is high-potential arable land. The greatest limitation is the 

availability of water, with uneven and unreliable rainfall. Around 1.3 million ha are under irrigation, and 

around 50% of South Africa's accessible water is used for agriculture. 

Agricultural activities range from intensive crop production and mixed farming in winter rainfall and high 

summer rainfall areas to cattle ranching in the bushveld and sheep farming in the arid regions. Maize is 

most widely grown, followed by wheat, sugar cane and sunflowers. South Africa is not only self-sufficient in 

virtually all major agricultural products, but is also a net food exporter. Important export groups are wine, 

citrus, maize, grapes, sugar, apples, pears and quinces. Important export products include agro processing 

products, such as under-natured ethyl alcohol and hides and skins. 

Agriculture as a percentage of GDP (Gross Domestic Product) has decreased over the past four decades, 

currently contributing around 2%. This implies that the economy is maturing, moving towards the 

secondary and tertiary sectors. However, farming remains vitally important to the economy with 638 000 

people formally employed (Statistics SA, 2012 Q2) – although it is estimated that around 8.5 million people 

are directly or indirectly dependent on agriculture for their employment and income. The sector's 

significance is largely because of its potential to create jobs and is a key focus of the NGP, a plan by the 

government to create 5 million new jobs by 2020. Plans include programmes to promote commercially 

oriented small-scale farming and food processing. Government support is also available to smallholders on 

land acquired through land reform. 

3.1.1.1 Value Chain Analysis 

South Africa has about 7000 agro-processing businesses. These are dominated by a few large diversified 

majors, and their profit margins are continuously under pressure. They are distributed across the country 

and operate in specific commodity value chains. 

http://www.statssa.gov.za/
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Most importantly, they source their raw material - from farmers, commodity exchanges and imports - and 

they operate on commercially sustainable premises. Agro-processors are, therefore, in a unique position to 

help small-scale farmers to become commercially successful. They can provide market access, extension 

support and can be a conduit for finance to these farmers. This is an institutional delivery mechanism for 

the government that can be to the mutual benefit of the government and the private-sector agro-

processor. 

The source, processing and final markets for agro-processing in South Africa are illustrated in Figures 3 and 

4 below. 

 

Figure 3: Agro Processing Value Chain (Source: Dti) 
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Figure 4: Agriculture Value Chain 

3.1.1.1.1. Agriculture Primary Production 

Gross farming income from all agricultural products for the year ended 30 June 2013 and is estimated at 

R178,050 million, which is 10.1% higher than for the previous corresponding period. Gross farming income 

from field crops increased by 7.3% and amounted to R49,287 million. The income from horticultural 

products rose by 11.3%, from R40,538 million in 2012 to R45,126 million. Income from animal products 

amounted to R83,637 million, an increase of 11.2%. Prices received by farmers for agricultural products 

and prices paid by farmers for farming requisites increased on average by 8.5% and 10.8%, respectively, 

resulting in the terms of trade dropping from 0,87 to 0,86 during the period under review. 

3.1.1.1.2. Volume of Agriculture Production 

The volume of field-crop production decreased slightly by 0.2%, mainly as a result of decreases in the 

production of maize and all winter crops, except for canola. Maize production decreased by 658,000 tons 

or 5.2% from the previous season. Wheat and barley production decreased by 135,599 tons (6.7%) and 

14,000 tons (4.5%), respectively from 2011/12. 

Horticultural production showed a decrease of 0.7%, which can mainly be attributed to decreases in the 

production of deciduous fruit and vegetables. Production of wine grapes and table grapes decreased by 

84,482 tons (4.6%) and 19,345 tons (7%), respectively. With reference to vegetables, onions and tomatoes 

showed the largest decreases of 27,053 tons (4.3%) and 24,975 tons (4.6%) respectively, from 2011/12. 
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Animal production increased by 3.6% as a result of increases in fresh milk (229,229 litres or 7.2%), number 

of stock slaughtered (550,227 carcasses or 6.2%), as well as poultry meat (46,051 tons or 3.1%) from 

2011/12. 

Some of the reasons for the above decreases include the lack of suitable land and the reduced demand for 

these fresh and processed products from our neighbouring countries. Agriculture production in Sub-

Saharan Africa is increasing as these countries are turning the tide of import dependency. Production of 

commodity crops in South Africa will most likely see a sustained increase in demand as staple feed for the 

population in Sub Saharan Africa is expected to double in the next 10 years. 

3.1.1.1.3. Gross Value of Agriculture Production 

The gross value of animal products, field crops and horticultural products contributed 46,4%, 28,6% and 

25,0% respectively to the total gross value of agricultural production. The poultry meat industry made the 

largest contribution with 17,4%, followed by maize with 13,2% and cattle and calves slaughtered with 

10,1%. 

3.1.1.1.4. Gross Farming Income 

The gross income from field crops increased by 7.3% to R49,287 million for the year ended 30 June 2013. 

Income from maize amounted to R26,554 million, only 3.7% higher than the R25,615 million of the 

previous 12 months. Income from soya beans increased by 48.9% to R3,544 million and that from 

sunflower seed showed an increase of 13.1% to R2,857 million. Income from sugar cane at R6,142 million 

was only R19 million or 0.3% higher than that of the previous 12 months. Income from groundnuts, 

however, decreased by 22.7% to R437 million and then from cotton by 49.2% to R86 million. 

The gross income from horticultural products increased by 11.3%, from R40,538 million in 2011/12 to 

R45,126 million in 2012/13. Income from deciduous and citrus fruit increased by 13.4% and 6.2% and 

amounted to R11,586 million and R8,094 million respectively. Income from subtropical fruit increased by 

3.7% to R2,622 million. Income from viticulture increased by 8.4% to R4,277 million. Income from 

vegetable production increased by 12.0% to R15,853 million. 

The gross income from animal products was 11.2% higher in 2012/13 and amounted to R83,637 million, 

compared to R75,246 million in 2011/12. Producers earned R18,290 million from slaughtered cattle and 

calves, as against the previous R17,693 million—an increase of 3.4%. Income from slaughtered sheep 

increased by 5.4% to R4,130 million. Income from poultry meat production rose by 18.3% to R31,464 

million and income from egg production, at R8,410 million, was 8.7% higher than in the previous year. 

Producers earned R11,617 million from milk production, which is 18.6% more than in the previous year. 
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Income from wool and ostrich products decreased by 13.5% to R1,805 million and by 6.5% to R276 million, 

respectively. 

The net farm income (after the deduction of all production expenditure, excluding expenditure on fixed 

assets and capital goods) amounted to R56,565 million for the 12 months that ended on 30 June 2013, 

which is 7.6% more than in the previous 12 months. Payments for salaries and wages, which represented 

10.7% of the total farming costs, amounted to R13,507 million. 

3.1.1.1.5. Expenditure on Intermediate Goods and Services 

Expenditure on intermediate goods and services during 2012/13 is estimated at R100,047 million, which 

represents a rise of 11.6% from R89,632 million in 2011/12. Large increases occurred in expenditure on 

seed and plants (18.0%), fuel (15.3%), packing material (14.8%) and dips and sprays (13.6%). 

Expenditure on farm feeds remained the biggest expenditure item, accounting for 20.9% of total 

expenditure, followed by fuel (14.3%), farm services (13.1%), maintenance and repairs of machinery and 

implements (11.1%) and fertilisers (9%). 

3.1.1.1.6. Consumption Expenditure on Food 

The consumption expenditure on food for the year ended 30 June 2013 increased by 9.7% and amounted 

to R445,312 million, as against the R406,042 million of the previous year. Expenditure on meat increased 

by 9.1% to R142,471 million, on bread and grain products by 6.6% to R118,764 million, and on fruit and 

vegetables (including potatoes) by 14.4% to R62,929 million. Milk, milk products and eggs, as well as oils 

and fats also show increases of 14.3% to R52,359 million and 12.2% to R9,869 million, respectively. 

Expenditure on sugar shows a decrease of 2.9% to R6,373 million. 

Meat represented 32% of the expenditure on the food component; bread and grains 27%; fruit and 

vegetables (including potatoes) 14%; milk, milk products and eggs 12%; oils and fats 2%; and sugar 1%. 

3.1.1.1.7. Imports and Exports of Agricultural Products 

The estimated value of imports for 2012/13 came to R54,778 million, an increase of 12.3% from R48,790 

million for 2011/12. The value of exports increased by 16.4%, from R53,898 million in 2011/12 to R62,750 

million in 2012/13. 

According to the 2012/13 export values, citrus fruit (R7,981 million), wine (R6,965 million), maize (R5,294 

million), apples, pears and quinces (R5,172 million) and grapes (R4,576 million) were the most important 

agricultural export products. 
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Rice (R6,200 million), wheat and meslin (R4,201 million), poultry (R3,781 million), undenatured ethyl 

alcohol (R3,225 million) and oil-cake (R3,153 million) accounted for the highest imports in terms of value. 

During 2012/13, the Netherlands, with exports to the value of R6,862 million, the United Kingdom (R5,588 

million), Zimbabwe (R5,011 million), Mozambique (R3,309 million) and China (R2,589 million) were the five 

largest trading partners of South Africa in terms of export destinations for agricultural products. About 

19.8% of the total value of agricultural exports from South Africa for the period July 2012 to June 2013 

went to the Netherlands and the United Kingdom combined. 

The value chain discussed above is reflected in the figure below. 

 

Figure 5: Agriculture Value Chain in South Africa 

The national agricultural production and the dominant areas are listed in the following tables below: 

Year 
Field Crops Horticulture Animal production Total 

R million 

2008/09 35 083,7 33 588,1 60 952,5 129 624,3 

2009/10 30 405,0 33 771,2 65 516,2 129 692,4 

2010/11 34 022,4 36 284,5 67 852,6 138 159,5 

2011/12 47 679,8 40 776,9 75 938,1 164 394,8 
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Source: Stats SA, 2013 

Table 1: National agricultural production by year 

Agricultural Product Dominant Production Locations Average Annual Volume Produced 

Maize North West; Free State; Mpumalanga 13.2 metric ton 

Wheat Western Cape; Free State 2.1 metric ton 

Barley Western Cape 192 000 ton 

Groundnuts Free State; North West; Northern Cape 88 800 ton 

Sunflower Seeds 
Free State; North West Mpumalanga; 
Limpopo 

872 000 ton 

Soya Beans Free State; Mpumalanga; KwaZulu-Natal 500 000 ton 

Sorghum 
Free State; Mpumalanga; Limpopo; N. 
West 

255 000 ton 

Canola Western Cape; North West; Limpopo 30 800 ton 

Dry Beans 
Mpumalanga; Free State; Gauteng; North 
West; KZN; Limpopo; Western Cape; 
Northern Cape 

60 000 ton 

Sugar 
Eastern Cape; Mpumalanga; KwaZulu-
Natal 

20 metric ton 

Deciduous Fruits 
Western Cape; Eastern Cape; Free State; 
Mpumalanga; Gauteng 

1 750 000 ton 

Wine Western Cape 403.3 million litters exported 

Citrus and Subtropical Fruit 
Limpopo; Mpumalanga; Eastern Cape; 
KwaZulu-Natal; Western Cape; N. Cape 

46 896 ton subtropical fruit 

Potatoes 
North West; Northern Cape; KwaZulu-
Natal; Limpopo; Free State; Mpumalanga; 
Eastern Cape; Western Cape 

1 853 000 ton 

Tomatoes 
Limpopo; Mpumalanga; KwaZulu-Natal; 
Eastern Cape; Western Cape 

459 217 ton 

Onions Mpumalanga; Western Cape; Free State; 417 579 ton 

Cabbages Mpumalanga; KwaZulu-Natal 138 161 ton 

Cotton 
Mpumalanga; Limpopo; Northern Cape; 
KwaZulu-Natal; North West 

<10 000 ton 

Tobacco Mpumalanga; Limpopo; North West 10 200 ton 

Tea Western Cape; Eastern Cape - 

Flowers Western Cape - 

Livestock All Provinces Largest agricultural sector 

Dairy 
Free State;  North West; KwaZulu-Natal; 
Eastern Cape; Western Cape; 
Mpumalanga 

3 129 metric litters 

Beef Cattle 
Eastern Cape; Free State; KwaZulu-Natal; 
Limpopo; North West; Mpumalanga; 
Northern Cape 

820 000 ton 

Sheep and Goats 
Eastern Cape; Northern Cape; Free State; 
Western Cape; Mpumalanga 

- 

Poultry and Pigs All Provinces 
930 000 ton broilers 

2.6 million pigs slaughtered from 
August 2007 to August 2008 

Fish Western Cape; Eastern Cape - 

Game 
Limpopo; Northern Cape; Eastern Cape; 
Western Cape 

- 

Beekeeping Western Cape; KwaZulu-Natal 2 000 ton 

Table 2: Volume of Agricultural Production by Product and Location 
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The role that the Limpopo Province plays in the total agricultural output of the country is evident. 

However, very little value add takes place within the province itself. High transport costs of raw 

unprocessed agriculture produce will most likely contribute towards greater localisation of agro-processing 

in proximity to the source of supply. The SEZ can play a major role in accelerating this move. 

Province Percentage contribution to GDP 
Free State 9.2 

Limpopo 3 

Mpumalanga 6.1 
Source: AGRISETA Sector Analysis 

Table 3: Agriculture – contribution to regional GDP 

3.1.2 Analysis of Identified Sectors for the SEZ 

3.1.2.1 Limpopo Agriculture Analysis 

The Limpopo Province accounts for at least 10.2 % of the total area of the Republic of South Africa and is 

endowed with agricultural resources, making it one of South Africa’s key regions for the production of 

livestock, fruits and vegetables, cereals and tea. A notable limiting resource in the province is water, and it 

is therefore hugely dependant on irrigation. The environment and transformation initiatives in the country 

have compelled the agricultural symmetry in the province to assume a different landscape, one informed 

by land reform outcomes and the participation of black entrepreneurs in the agribusiness value chain. 

Limpopo is the second-largest producer of potatoes in the country accounting for 19% of the country's 

total production. The annual yields of mangoes, tomatoes, pawpaw, citrus, litchis, macadamia nuts and 

avocados contribute enormously to the production rate of the country. Thohoyandou is situated in the 

south of Vhembe district, on the main road between Louis Trichardt and the Kruger National Park. This is 

the lush agricultural centre of Vhembe, with banana plantations, subtropical fruit, and tobacco and maize 

lands. 

Vhembe District Municipality generates an intermediate contribution towards the provincial agriculture 

sector of ca 18% per annum. The most important agricultural commodities are nuts (about 50% of 

provincial production), and subtropical fruit (26% of provincial production). The most important production 

area for these commodities is the Levubu Valley. 

The north and western parts of the district is sparsely populated, whereas Thohoyandou is one of the most 

densely populated areas in the Province. The nodes are well defined, with Makhado, Thohoyandou and 

Musina as the most important. 
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The area north of the Soutpansberg mountain range is Mopani veld, and is only suitable for extensive cattle 

or game farming. There are a number of irrigation regions along the more important river systems with the 

Limpopo, Nwanedi and Nzhelele regions as examples. The Limpopo Valley in particular is well suited for the 

production of dates. The Soutpansberg mountain range is an important forestation area, and 15 563 ha are 

planted with soft and hard woods. This area (Dry and Wet Soutpansberg) is also suitable for the production 

of crops such as Avocado, Macadamia, Citrus and Flowers. The Thohoyandou district (which falls largely in 

the Levubu irrigation area) has high agricultural potential and is suitable for the production of crops such as 

Avocado, Macadamia, Mango, Citrus and Paprika. However, the production potential of this area is 

negatively impacted by high population concentrations which sterilize high potential agricultural land and 

place much pressure on the water resources. The same also applies to the Dzanani and Vuwani districts 

where the average population density varies from 100 to 200 persons per km2. The urban space in these 

areas reflects a large number of informal villages of varying sizes that were originally established and have 

since grown organically with very little planning. Large part of the land also falls under the tribal 

authorities. This makes it difficult for development to take place, as the land tenure system is not 

favourable to commercial development. 

Only about 4.72% of the total land area can be considered arable. Of this potential, 72% is used for dry land 

production and 20% is under irrigation. About 78% of the land area is suitable for grazing. A sizeable 

portion (16%) is used for the purposes of nature conservation or forestry. The land is very fertile and good 

for agriculture. 

White farmers in Limpopo who practice large scale commercial farming systems occupy roughly 70% of the 

total land area. These farmers operate well organized large farms positioned on prime land. Smallholder 

farms are located mostly in the former homeland areas covering at least 30% of the provincial land surface 

area. For smallholder farms, production technologies are less advanced and are largely focused on 

subsistence. 

3.1.2.1.1. Agricultural Sector 

Limpopo’s location gives it strategic advantage in terms of providing fresh products to Gauteng, the 

densely urbanised economic heartland of South Africa. 

The Vhembe district in the far north of the Letaba Valley in the Eastern Mopani District are major 

contributors to the Johannesburg Fresh Produce Market, with Limpopo growers as a group contributing 

about 45% of the produce sold at Africa’s biggest market. 
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Cattle and game ranching occur in the higher and drier areas of the province, while the lower-lying regions 

are rich in fruit, tea, citrus and vegetables. One of the best known products of the region is the marula fruit, 

used to make Amarula Cream Liqueur. 

Some of South Arica’s biggest agricultural businesses are located in Limpopo, with the province’s fruit and 

vegetables forming a significant portion of the nation’s export offering. Although parts of Limpopo are well-

watered, many areas are dry, which means that irrigation projects take on enormous importance. Four 

irrigation schemes below the Flag Boshielo Dam have prospered (542 ha in extent). All four schemes have 

potato crops, with Krokodil also having a maize component. 

3.1.2.1.2. Commercial Farming 

Most of South Africa’s large co-operatives have become companies over the last few years. The two most 

active in Limpopo are NTKLA (with its headquarters in Modimolle) and Afgri, South Arica’s biggest 

agricultural company, which is based in Centurion. NTK is a shareholder in Venda Roller Mills in 

Thohoyandou and operates 10 grain silos, 23 retail outlets, 28 flour depots and one cold storage facility. 

Some of the world’s biggest farming enterprises operate in Limpopo. Westfalia, part of the Hans 

Merenskey Group, is the largest avocado grower, while ZZ2 is the biggest fresh tomato enterprise.  

Westfalia, which produces significant quantities of mango, litchi, citrus and macadamia nuts, also has three 

agro-processing plants in the province. Avocado oil is processed in Tzaneen, juice and avocado puree is 

made at Politsi and dried mangos are produced at Hoedspruit. Westfalia has large farms in Letaba River 

Valley (Constantia Estate), the Hoedspruit District (Marieskop Estate) and in the Mooketsi Valley 

(Goedgelegen Estate). 

3.1.2.1.3. Crops 

The Levubu Valley in the north is particularly fertile, with guavas and macadamia nuts among the crops that 

thrive there. Valley Farms is a successful enterprise that grows fruits such as mangoes and guavas, and 

produces concentrates, purées and dried fruits. The processing plant was bought in 2008 by the national 

government on behalf of the local community. 

Limpopo is well known for its vast and plentiful citrus and tea estates. The Zebediela Citrus Estate has been 

bought by the Bjatladi community with the support of the Limpopo Local Economic Development 

Programme, and the focus has shifted from bulk supply to producing smaller, consumer-friendly quantities. 
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3.1.2.1.4. Livestock 

The bushveld is cattle country, where extensive ranching operations are often supplemented by controlled 

hunting. About 80% of South Africa's hunting industry is found in Limpopo. 

3.1.2.2 Limpopo Land Use 

The current land utilization by agriculture is determined by the natural resources such as soils, water and 

climate as well as land ownership. Land utilised for commercial farming is about 70% of the total farm land 

whilst land utilisation for small scale/emerging farming is less than 30%. 

 

Figure 6: Limpopo land use 

3.1.2.3 Agriculture in Limpopo 

The province produces about 75% of South Africa's mangoes, 65% of its papayas, 36% of its tea, 25% of its 

citrus, bananas, and litchis, 60% of its avocados, 60% of its tomatoes, 285 000 tons of potatoes and 35% of 

its oranges. 

Vhembe District Municipality is situated in the north of Limpopo Province. The Kruger National Park lies to 

the east. To the north and north-west it shares international borders with Zimbabwe and Botswana 

respectively. The district capital is Thohoyandou. Community Services is the largest employer in Vhembe, 

followed by trade and then the agricultural sector. The mining sector is stable, but there is a decline in the 

manufacturing and construction sectors. 
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Although the land is fertile and well suited to agriculture, a large portion of it falls under tribal authorities 

which hinder development. Nevertheless, there are opportunities for developing viable, sustainable 

agricultural projects. Both commercial and subsistence farming occur. Beef, field crops and cotton are 

produced, and there is potential to develop agro-processing. Game farming is also important. 

There is also potential for development in mining and tourism, especially eco-tourism. Mapungubwe, an 

important archaeological and international heritage site, is located in the Vhembe-Dongola National Park. 

Both Mapungubwe and Thulamela are traditional heritage sites and examples of early settlement and 

culture in South Africa. Tourism opportunities in the district also lie in reserves such as Madimbo-

Mashakatini, which can attract a large number of tourists. It is of paramount importance that the 

government and private sector co-operate in developing these sites. The district has a relatively limited 

supply of both ground and surface water resources. The Limpopo River System is considered to be the life-

blood of the northern Vhembe semi-arid area. 

District agriculture production includes products/produce such as: 

 Sunflower, cotton, maize and peanuts which are cultivated in the Bela-Bela and Modimolle areas.  

Modimolle is also known for its table-grape crops; 

 Tropical fruit, such as bananas, litchis, pineapples, mangoes and pawpaws, as well as a variety of 

nuts, are grown in the Tzaneen and Makhado areas. Tzaneen is also at the centre of extensive tea 

and coffee plantations; 

 Citrus production in the Musina area is recorded at ca 4 000ha, 2 800ha of tomatoes and 980ha of 

cotton; 

 Makhados’ production of various fruits, vegetables and nuts is recorded at 13,916ha and includes 

the following crops: avocado, banana, litchi mango, macadamia, tomato, potato and onions; and 

 Thohoyandou has plantations of avocado (1 141ha), bananas (135ha) and tea (1 071ha). 

Extensive forestry plantations are also found in the region, including hardwood for furniture manufacture. 

In addition to commercial agriculture, subsistence farming is the mainstay of a large section of the rural 

population. 

3.1.2.4 Key Considerations in Limpopo 

The key competitive advantage of the Limpopo Province is its geographic location and proximity to SADC 

markets. 

Subtropical - Limpopo province is a high producer of various subtropical fruit and citrus, opportunity exist 

to expand the agro processing industry. The province has the potential to become a national producer and 
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supplier of subtropical, not only in their natural form but with value addition. The opportunity includes the 

core activities of fruit processing into juices, concentrate, pulp, puree, concentrate, dehydration, canned, 

citrus extracts and oils (macadamia and avocado oil for cosmetic and edible oil). 

White meat processing - Chicken is purchased across all income categories and as a result poultry is 

commodity that is in high demand. Limpopo province might not be the highest producer of broilers/poultry 

but the province has numerous poultry activities which cannot be ignored and the opportunity for poultry 

value addition in the province can be of high benefit. 

Grain - Opportunity for grain processing exists in numerous sectors as it provides stable goods for normal 

household consumption and it is strongly linked with the animal sector. The processing of grains can be 

done both on small and commercial scale presenting a window of opportunity for rural entrepreneurs to 

engage in grain value addition. 

The following agricultural economic constraints where identified within Limpopo: 

 Unavailability of proof of PTOs by farmers claiming the portion in food security projects; 

 Delays in finalizing lease agreement between investors and tribal Authority; 

 Post settlement support to these land reform beneficiaries is insufficient (only CASP); 

 Lack of agricultural skills by land reform beneficiaries; 

 Infighting amongst the beneficiaries; 

 Lack of agricultural business by communities; and 

 Insufficient post settlement supports (financially) and dilapidated infrastructure. 

Other constraints that were also identified include the following: no proper marketing channels, use of 

poor quality rams/buck, stock theft, high feeds cost, diseases, lack of day old chick supply, difficult in 

meeting Export market requirements by farmers, lack of Agro-industries in the district for value addition, 

high inputs costs- seeds and fertilizers, strategic partnership model not working, theft, lack of funding to 

establish earth dams, water scarcity, high percentage of unskilled personnel, high unemployment rate, 

monopolizing of tenders has become a tendency, poor infrastructure, i.e. roads and irrigation canals, 

vandalizing of fences, lack of water supply in the camps, drought, non-compliance to the Cooperative Act of 

2005 by cooperatives, lack of access roads, lack of debushing machineries. 

3.1.2.5 Agriculture Potential in Vhembe District 

According to a survey conducted by ARC on behalf of Department of Development and Land reform, the 

suitability of land in the Vhembe district for agriculture production is as follows: 
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 Soils - Moderately deep to deep, well-drained loamy or clay loam soils occur commonly in the 

escarpment and Soutpansberg areas, as well as sporadically across the district. Deeper sands also 

occur in various areas towards the Limpopo. Good soils are thus in overabundance relative to the 

availability of water; and 

 Water Availability - The Vhembe District Municipality covers part of the Limpopo as well as parts of 

Levuhu and Letaba WMAs. With respect to Levuhu and Letaba, it occupies the Levuhu/Mutale sub-

area and parts of Shingwedzi and Klein Letaba sub-areas. In the Limpopo WMA, it occupies the 

Nwanedi and Nzhelele sub-areas, part of the Sand sub-area and a limited area in the northeast of the 

Mogalakwena sub-area. 

Apart from the Levuvhu/Mutale area, where the new Nandoni Dam resulted in a temporary water surplus, 

little or no opportunity exists for expansion of irrigation in this District Municipality. 

WMA Sub-Area Remarks 

Luvuvhu and Letaba 
(2005) 

Luvuvhu/ Mutale 

12400 ha irrigated; yield of Alabasini Dam insufficient; high but 
un-monitored groundwater use; short term surplus available 
following the completion of the Nandoni Dam; allocations being 
made for domestic water use and to revitalize irrigation 
schemes which have fallen into disuse. 

Shingwedzi 
Situated almost entirely in the Kruger National Park; almost no 
sustainable yield derived from surface flow; water use 
negligible. 

Klein Letaba 

Surface water over-extended; 5100 ha irrigated; irrigation 
downstream of the Middle Letaba Dam in disuse due to 
decreasing assurance of water supply; targeted for 
revitalization, despite insufficient water supply. 

Limpopo (2003) 

Mogala-kwena 

Water supply and water use currently approximately in 
balance; 10300 ha irrigated; platinum mines expanding in area 
and there is still vast untapped mining potential; only potential 
for additional water resources is from ground water; thus no or 
limited horizontal expansion in irrigation. 

Sand 

All water overexploited; the driest sub-area; runoff mm/a; 
surface water very limited; no scope for the construction of 
dams; bulk of water requirements met from groundwater 
resource and water transfers; huge irrigation requirement s rely 
almost exclusively on ground water; - registered irrigation 
requirement cannot be sustained from either the very limited 
surface water or the groundwater resource. 

Nzhelele 

Surface water overexploited; water use dominated by 
irrigation; supplied by the Mutshedzi Dam, farm dams, run-of-
river in the upper reaches of the catchment, and the Nzhelele 
Dam in the lower reaches; much of the irrigation managed by 
emerging farmers. 

Nwanedi 

Surface water overexploited; without major dams in the 
catchment the she surface water resource is limited; ample 
groundwater resources, although use of it is limited; substantial 
irrigation, much of it managed by emerging farmers. 

Table 4: Current water supply and irrigation use in Limpopo 
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3.1.3 Opportunity Identification and Analysis – Agro-Processing 

The research team identified investment and business opportunities for the proposed SEZ in Limpopo using 

the following structured approach: 

 Obtain information from the key government departments involved in the agriculture, agro-

processing and logistics industry in the province and in the immediate region, i.e. local and district 

municipalities; 

 Review current provincial and national economic activity in the sector and subsectors; 

 Review the provincial profile in terms of economic activity and resources as well as infrastructure, 

specifically roads and transport network. In this regard, access and proximity to major consumer 

markets and export markets where considered; and 

 Review economic performance of sectors and sub-sectors in the agriculture industry of South Africa 

with the objective to identify: 

 High growth sectors that have further growth potential and that might require additional 

productive capacity; 

 High import volumes and value of food and fresh produce that might offer opportunities for 

replacement; 

 Sectors within agriculture that have garnered government support and would therefore be more 

receptive to local institutions for support and growth; and 

 Fundamental changes in the economic sector that will introduce significant changes to the 

structure of the local industry, e.g. the increase of import duties and levies on poultry meat. 

Using the above assessment, the team identified opportunities for the expansion of current economic, 

agriculture and industrial activities that could capitalise on the opportunities. The objective is to determine 

if the opportunities can be exploited by current industrial and agricultural partners or if new enterprises 

needed to be established. It was also necessary to identify the suitability of the land and agriculture 

resources (skills, etc.) and the location thereof in relation to the proposed SEZ to determine the likelihood 

that the farming community will be able to capitalise on these opportunities. 

These opportunities are then assessed and included in the SEZ strategy as catalytic projects and projects 

that needed further development and projects that are only in concept stage. 
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3.1.4 Identification and Analysis of Key Sectors, Value Chain and Product Lines 

3.1.4.1 Introduction and Methodology 

While Limpopo and the Vhembe District provide opportunities for agriculture production of primary 

agricultural products, the region in the vicinity of the Musina municipality has limited agricultural potential 

except for vegetables and certain crops. The research conducted by the team included the following 

documents, discussions and findings: 

 The Agriculture Research Council (ARC) is currently conducting a study into the Establishment of Fruit 

and Vegetable Enterprises and the Development of Mini and Macro AgriParks in different provinces 

of South Africa on behalf of the Department of Rural Development and Land Reform. The report 

findings in terms of Apart from the Levuvhu/Mutale area, where the new Nandoni Dam resulted in a 

temporary water surplus, little or no opportunity exists for expansion of irrigation in this District 

Municipality; 

 The Department of Agriculture and the National Agriculture Marketing Council conducted a study in 

2008 into the economic viability of establishing two fresh produce depot facilities per province in 

South Africa. The study highlighted the suitability of Vhembe as the most suitable and likely site due 

to its proximity to production areas suitable for vegetable production; 

 Limpopo Province has five district municipalities. The gross farm income from vegetables in this 

province runs into millions in all five district municipalities, with the highest income coming from 

Capricorn, Mopani, Sekhukhune, Vhembe and Waterberg , which generated R 162 million, R141 

million, R74 million, R39 million and R27 million, respectively. The leading vegetables produced in 

Limpopo Province are tomatoes, potatoes, onions, sweet potatoes, pumpkins, peppers, cucumber, 

beetroots and to a certain extent, carrots; and 

 In terms of fruit production, all district municipalities also have gross farm income that runs into 

millions, with the main producing areas being Mopani, Sekhukhune, Vhembe, Capricorn and 

Waterberg, which generated R283 million, R197 million, R53.9 million, R20.9 million and R13.4 

million, respectively. The major fruits produced in all districts are citrus, followed by various 

subtropical fruits, which are not substantially produced in Sekhukhune and Waterberg district 

municipalities. However, the latter two districts produced substantial amounts of table grapes.  

The agriculture potential of the Limpopo province is illustrated in the following two diagrams developed by 

the ARC as part of their research project in respect of the “Establishment of Fruit and Vegetable Enterprises 

and Development of Mini and Macro AgriParks in different Provinces of South Africa” currently underway. 
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The first illustration covers most vegetable products and indicates that the land area in Vhembe is 

marginally suited for vegetable production. 

 

Figure 7: Land suitability in Limpopo for vegetable production (Source: ARC) 

The following diagram illustrates that the area around Musina in Vhembe is not suited for horticulture 

production, such as citrus and subtropical fruits. The closest areas are in Makhado and Thoyoyandou. This 

does prompt the question of Makhado might not be a more suitable location for an agro-processing hub. 
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Figure 8: Land Suitability for Horticulture Production: Citrus and Subtropical fruits (Source: ARC) 

Besides the obvious agriculture based opportunities that have been identified out of existing surveys and 

research, there are a few opportunities that can be considered within a more expansive agriculture and 

agro-processing development strategy for the proposed Musina SEZ. These include the following: 

 The production of apples in the Waterberg district also holds promise for the future as does the 

production of cherries and berries (strawberries and blueberries) in the Polokwane and 

Haenertsburg areas of Limpopo; 

 The various industry associations, such as the Fruit and Vegetable Canners Association, Skin, Hide 

and Leather Council, SA Poultry Association and others did not raise any new project or business 

opportunities that could be associated with the proposed SEZ in Musina. However, in discussions 

with firms in Polokwane, the possible establishment of a new apple project to produce apple juice 

for the cider industry was indicated as a new venture. It appears that the Waterberg district has a 

unique climate and soil environment that is conducive to the production of the required variety of 

apples for the cider industry; 

 A further opportunity that can be developed is the establishment of a fish feed production facility in 

the same area. The Highveld region production of legumes and summer and winder cereals can 

provide the feedstock for a fish feed factory that can be used to provide fish feed to micro 

aquaculture farms in the Inyaka Dam area. The aquaculture production can be integrated with the 

irrigation systems of the citrus and subtropical fruit projects; 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 56 of 349 

 Zimbabwe remains a net importer of cereal products, animal feeds and fertilisers and whilst the 

country has banned imports of fresh fruit and vegetables and nuts, the imports of processed food 

products is still a significant contributor to the retail food industry in Zimbabwe. Together with the 

export markets further north in Zambia, the following agro-processing projects could be considered 

viable in Musina: 

 Soybean processing for human consumption – meat and animal protein replacement products 

that include meat equivalent products, and meat extenders as well as soya milk products for 

lactose intolerant consumers; 

 Soybean processing for animal feed production – soy oil cake is still imported into South Africa in 

large quantities to produce animal feed; and 

 Cereal production – for the local and export market; 

 Poultry processing – abattoir and rendering plant for chicken processing. The introduction of the new 

import duties and levies on poultry processed products by the Dti, has opened the door for poultry 

production to grow and expand again in South Africa. With a projected increase in demand for 

poultry products of over R5 billion over the next 5 years, the large Limpopo (and Zimbabwe) 

population and the fact that only 2% of South Africa’s poultry meat production takes place in the 

Limpopo, the opportunity to establish a substantial poultry processing facility in Musina SEZ appears 

very viable; and 

 A fertiliser blending plant. The Limpopo province is a significant user of fertiliser, accounting for ca 

10% of the country’s fertiliser consumption. Zimbabwe imports fertilisers and a blending plant on the 

border of Zimbabwe will be able to also supply in the needs of its farming community. 

The above opportunities need to be included in an overarching strategy to develop the soya bean and 

cereal (wheat and maize) production in available land in relatively close proximity to the Musina SEZ. The 

apple production might be too far from the Musina SEZ to be included in the same location. However, a 

satellite site in the Waterberg district might be considered. 

The following factors are considered key drivers for the development of the agro-processing SEZ in Musina: 

 The geographic location of the Musina SEZ and its proximity to the SADC neighbours of South Africa; 

 The development of the North-South corridor (Dar Es Salaam). This prompted the assessment of the 

logistics network and the role it can play in the logistic supply chain of various products and 

commodities; and 

 The major role that the agriculture plays in the Geographic GDP of the province and South Africa.  It 

was noted that while the area is a key producer of a number of agriculture products, little value 

adding takes place in the province itself. 
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Each of the proposed business opportunities for the Musina agro-processing SEZ was reviewed in terms of 

the sub-sector economics and market conditions. 

3.1.4.2 Poultry and Broiler Production 

Broiler production, especially broiler meat production, is the largest segment of South African agriculture 

accounting for ca 23% of all agricultural production and 35% of all animal products in South Africa. The 

farm income from broiler meat for 2010 was R32.7 billion and R54 billion at retail level (eggs and meat 

included). Broiler production dominates the agricultural sector and it is the main supplier in protein terms 

of food than all other animal proteins combined followed by beef. The growth had spill-over effects in the 

grain and chick industries. Broiler meat accounts for about 93.6% to the total poultry-meat production, 

with the rest made up of mature chicken slaughter (culls), small-scale and backyard broiler meat 

production and other specialized broiler meat products (geese, turkey, ducks and guinea fowl). 

The North West Province produces 24% of the entire broiler meat in South Africa followed by Western 

Cape by 21%, Mpumalanga 18% and KwaZulu–Natal 16%. Limpopo and Northern Cape were the least 

producers, producing 2% each. 

Over the next decade the growth in the consumption of chicken meat is projected to outpace the growth 

for all the other types of meat, mainly due to its competitive price relative to other proteins. With an 

increase of 47% (compared to 84% over the period 2002 – 2012) over the next decade, the total 

consumption of chicken meat is projected to reach almost 2.56 million tons by 2022. This implies that per 

capita consumption of chicken meat will exceed 48kg by 2022. The consumption of eggs is also expected to 

increase by 33% (compared to 38% over the period 2002 – 2012), exceeding 545 thousand tons by 2022. 

Beef consumption is expected to grow by 27% (compared to 10% over the period 2002 – 2012). Although 

the sheep meat market is relatively small, growth of 16% (compared to a contraction of 18% over the 

period 2002 – 2012) is expected over the next decade. Pork consumption is projected to grow by 41% 

(compared to 62% over the period 2002 – 2012) until 2022. South Africa is expected to remain a net 

importer of chicken meat as the annual average growth in production (1.6%) is outpaced by the growth in 

consumption (3.7%) over the outlook period. Chicken production will increase to 1.73 million tons over the 

next decade (BFAP). 

The domestic market consists of approximately 265 formal abattoirs. These abattoirs sell mainly to 5 main 

retailers (Pick n Pay, Shoprite-Checkers, Spar, Woolworths and MassMart) and SMME’s in the retail sector. 

These retailers buy the largest share of domestic production.  The broiler meat industry in South Africa is 

dominated by 2 large producers, namely Rainbow and Astral. Together these 2 companies produce 50% of 

the total broiler meat production. The other 4 medium-sized producers (Tydstroom, Daybreak, Chubby 
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Chick and Rocklands) produce more than 400 000 broilers each per week or 15% of the market. Argyle 

owns 2% of the market with more than 300 000 broilers per week followed by approximately 49 smaller  

producers producing less than 200 000 broilers per week each and around 1745 subsistence farmers 

(selling approximately 500 live chickens per week). 

The retail food industry is valued at R250 billion per annum. Animal products comprise 29% of this market 

(R72 bn per annum) and broiler meat 35% of the animal products, i.e. R24 bn per annum. Brazilian broiler 

producers aggressively target the South African market and account for the major portion of imported 

broiler products, such as deboned (38%) and on-the-bone frozen (40%) chicken portions of a total of 

325,800 tons being imported in 2012. This represents ca R5.4 billion in value terms. The following diagram 

illustrates the current and projected shortfall in broiler meat and the projected growth in imported broiler 

meat under this scenario. The industry approached government in 2013 and requested that duties be 

imposed on imported processed broiler meat (whole and portions). The Dti imposed import duties and 

levies on imported chicken products in 2014 and paved the way for the recovery and expansion of the 

broiler industry in South Africa. Limpopo and Mpumalanga can capitalise on this opportunity and enter the 

market on a commercial scale. 

 

Figure 9: Historic and projected poultry demand vs production 

Together with the growth in local broiler production, the industry will require broiler feeds.  Soybean oil 

cake is a significant ingredient of broiler feeds, and currently South Africa is a net importer of soybean oil 

cake. 
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3.1.4.3 Soybeans and oil cake 

Soybean consumption in the country is estimated at 32% for oil and oil cake, 60% for animal feed 

(especially in the broiler and egg industries) and 8% for human consumption. Soy oil (18% of the seed) is 

processed to specific oil products for use in the food industry. Soybean products also have very specific 

advantages such as the lowering of cholesterol and combating of heart diseases. Soybeans also serve as a 

valuable source of proteins for vegetarians. 

The contribution of the soybean industry to the gross value of agricultural production corresponds with the 

trend in the area planted and total production for soybeans. The industry’s contribution to the gross value 

of agricultural production was at very low levels during 2002 season, and this declined slightly during the 

year 2003. This was followed by considerable fluctuations from 2003 until the gross value of agricultural 

production reached a higher level during the 2009 season. The observed fluctuation in soybean GVP was as 

a result of inconsistencies in both production volumes and prices of soybeans over the period under 

analysis. The soy GVA increased dramatically during the year 2011 to close at the highest of about R2.25 

billion. 

The contribution of various provinces to the national soybean production is depicted in Figure 10 below. 

Mpumalanga Province produces the greatest quantities of soybeans in three districts, namely Gert Sibande, 

Nkangala and Mankaligwa in the towns of Middleburg, Delmas, Ermelo and Secunda. It is followed by the 

Free State Province, Thabo Mofutsanyane district, around the towns of Bethlehem, Witsieshoek and 

Harrismith, serves as the main producing region in Free State Province. 

Mpumalanga is the main producer of soybeans (ca 300,000 ton/annum) followed by Free State (190,000 

ton per annum). Limpopo produces ca 60,000 ton per annum. The production of soybeans in Limpopo can 

be increased given the right soil and climate conditions. 

The demand for soybeans is largely from the crushing or processing industries. Factors that increase the 

demand for meal and soybean oil, such as rising incomes and populations, result in a greater demand of 

soybean through increased crushing activities. Rising incomes (per capita GDP) and population leads to a 

higher demand for livestock products as food consumption increases. This in turn stimulates the demand 

for animal feed as the production of livestock is increased to meet rising food demand. As such the demand 

for oilseed meal also rises as more protein feed is being demanded. Likewise, rising incomes and 

populations will also lead to a greater consumption of vegetable oils as the demand for cooking oils and 

dairy products increases. However, the use of soybean oil in cooking and other food preparation activities 

is relatively lower than for other oils from other oilseeds, namely canola and sunflower. 
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 Oil and oil cake:  250,000 ton/annum 

 Seeds and feeds:  150,000 ton/annum 

 Human consumption: 50,000 ton/annum 

 Export:   150,000 ton/annum 

Soybean exports to various regions of Sub Saharan Africa have been far below 150 thousand tons for most 

part of the period under review, as compared to the volume of soybeans sold on the domestic market. 

South Africa is able to process its total local production in local facilities and even export some soybeans. 

However, South Africa still imports a significant percentage of its soy oil and oil cake requirements. 

 

Figure 10: Soybean value chain 

Both imports and exports of soybean oil are predominantly refined oil. Imports of soybean oil from Brazil 

and Argentina have decreased significantly over the past five years, while imports from Spain, the 

Netherlands and, to a lesser extent, Germany have increased significantly. A share of these imports is then 

re-exported mostly to Zimbabwe and also to Zambia and the Congo. 

Summer grain producers increased sunflower planting from 453 000 ha in 2012 to 504 000 ha in 2013 while 

soybean plantings increased from 472 000 ha to 529 000 ha in 2013. Due to lower yields, the average real 

gross income per hectare of sunflower is expected to be lower in 2013 despite the higher prices levels. The 

average real gross income per hectare of soybeans, however, is expected to increase in 2013 due to higher 
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prices and improved yields. The good returns offered by soybeans will encourage producers to increase 

soybean plantings further in 2014. Due to the drought experienced by summer grain producers in the 

western parts of the summer rainfall areas in 2013, producers are expected to increase sunflower plantings 

in 2014 because of its drought resistant characteristics, despite the lower average real gross income per 

hectare achieved in 2013. 

3.1.4.3.1. Domestic soybean oil cake situation and trends 

Over the past decade South Africa has had to import close to 90% of its domestic consumption of soybean 

oil cake on average. However, the continued growth in local soybean production and crushing capacity 

over the baseline period will result in a significant growth in locally available soybean oil cake, making 

South Africa less dependent on imports. Despite higher domestic production of soybean oil cake, prices will 

still be determined by international prices and the exchange rate, hence the local soybean oil cake price is 

projected to decline on average during 2014 before moving upwards again. 

Over the next years there will be fierce competition between the local and imported soybean cake, with 

the quality and nature of the local product that has to be established and settled as it makes its way into 

the animal feed market. 

Forward linkage: 

 Animal feed and human food consumption markets in Southern Africa. 

Backward linkages: 

 Soybean production and farming; and 

 Farm input, such as fertiliser, crop remedies (agro-chemicals), transport. 

3.1.4.4 Fruit juice industry 

The South African juices category recorded volume sales of over 160 million litres per annum and is 

projected to grow at ca 4% per annum for the foreseeable future. Factors like the country's subtropical 

climate, a high proportion of young population and increasing health consciousness are driving juices 

consumption and sales in the country. On the other hand, food price inflation is expected to impact the 

sale of juices in future. 

The volumes of fruits (citrus, subtropical and deciduous) available for processing in South Africa fluctuate 

yearly, depending on the crop size and the percentages of exportable fruit. Processors purchase directly 
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from the growers as well as from the NFPMs. The following table illustrates the volume of fruits from local 

producers that is processed: 

Category 
Processing Juice % Juice 

Tons (‘000) 
Deciduous fruits 482 336 70% 

Subtropical fruits 127 126 99% 

Citrus fruits 485 460 95% 

TOTAL 1094 922  

Table 5: Fresh fruit used for processing (volumes) 

Approximately 23% of the deciduous and citrus fruit production is sent for processing. Fruit juices are 

exported in concentrated/frozen form or fresh. Annual exports of fruit juices amount to ca 28,000 ton per 

annum. Imports are minimal and estimated at 2,800 ton at a value of ca R300 million per annum for 

subtropical and citrus juices. 

South Africa is a net exporter of fresh and concentrated fruit juices valued at R4.4 bn per annum (ca 

362,000 tons per annum), of which apple juice exports comprise ca R1.1 bn. It is interesting to note that 

South Africa’s industry also imports ca R1 bn fruit juice, comprising R700m of apple juice predominantly 

from China. The local production of ca 237,000 tons of apple juice per annum is mostly sold as fresh, while 

some is used for apple cider production (Distell in Western Cape). The local varieties of apples (juice 

extracted from them) are not suited for cider production and therefore the local distillers have to blend a 

number of varieties to obtain the correct blend for apple cider. Apple juice is produced by the maceration 

and pressing of apples. The resulting expelled juice may be further treated by enzymatic and centrifugal 

clarification to remove the starch and pectin, which holds fine particulate in suspension, and then 

pasteurized for packaging in glass, metal or aseptic processing system containers, or further treated by 

dehydration processes to a concentrate. Due to the complex and costly equipment required to extract and 

clarify juice from apples in large volume, apple juice is normally commercially produced. China is one of the 

world’s largest apple producers. The apple juice imported to South Africa is mostly used as a base for 

blending other juice concentrates in, e.g. guava and mango, and for cider production. The imported juice 

from China is very cheap (un-clarified) and would likely be very difficult to replace. 

Citrus development in the EU market is constrained due to the high cost of land and production. The large 

multinational beverage companies are also looking at diversifying their supply risk and intend to spread the 

sourcing of ingredients and base raw products from more than just one area. This creates an opportunity to 

South Africa to increase its role in the global beverage supply chain. South Africa is also the closest 

agriculture market to EU of all countries in the Southern Hemisphere. 

http://en.wikipedia.org/wiki/Maceration_(food)
http://en.wikipedia.org/wiki/Apple
http://en.wikipedia.org/wiki/Starch
http://en.wikipedia.org/wiki/Pectin
http://en.wikipedia.org/wiki/Pasteurization
http://en.wikipedia.org/wiki/Aseptic_processing
http://en.wikipedia.org/wiki/Concentrate
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South Africa is a major exporter of fruit juices to counter cyclical markets in the Northern Hemisphere, as 

illustrated below. 

Juice exports (2013) Rand million Volume (kg) 

Orange R 1 200 129 679 548 

Grapefruit R 748 56 103 544 

Pineapple R 413 40 321 041 

Tomato R 3 327 616 

Grape juice R 772 68 880 167 

Apple R 1 000 96 527 346 

Juice of any other single citrus fruit R 637 51 781 310 

Juice of any other single fruit or vegetable R 1 200 565 332 019 

Mixture of juices (of Fruit, vegetables) R 2 200 7 644 656 426 

TOTAL R 8 173 8 653 609 017 

Table 6: SA fruit juice exports 

Opportunities: 

 Apple juice to replace imported juice from China; 

 Guava and mango juice targeting ‘super fruit’ health conscious market in Europe; and 

 Lemon oils and concentrated lemon juice for EU and USA markets. The export of lemon juice 

concentrate from South Africa is underexploited. 

Forward linkages: 

 Juices are sold to consumers through the retail outlets and through the hospitality industry. 

Backward linkages: 

 Limpopo contributes less than 1% towards the local apple production. Production occurs mostly in 

the Mopani and Vhembe districts. In general, Limpopo is not considered an apple producing region; 

and 

 Apple production in the Waterberg district could open up new opportunities. 

3.1.4.5 Dry Beans 

In South Africa, three types of beans are mainly produced, namely red speckled beans, small white canning 

beans and large white kidney beans. The red speckled beans command the biggest market share and are 

mainly sold in retail quantities in the supermarkets for preparation at home. Small white canning beans are 

mainly used for canning purposes and because of the increasing consumer demand for convenience foods, 
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there is a growing market for these beans. Large white kidney beans are mainly used for retail packaging 

and to a lesser extent for canning purposes. Other locally produced bean types such as the Haricot beans 

have a very limited domestic market. 

Dry beans are an ideal rotation crop and research has shown that dry beans ensure higher yields in a crop 

rotation system. From an economic perspective it makes sense to plant beans in a crop rotational system 

with maize on suitable soils. The recommendation is one year of dry beans out of every three to four years 

in a crop rotation system. 

Production percentage per production area is as follows: 

 Free State 43%; 

 Mpumalanga 24%; 

 Limpopo  10%; 

 North West 8%; 

 Gauteng  8%; and 

 KwaZulu Natal 7%. 

On average, the local dry bean industry contributes R343 million towards the gross value of agricultural 

production, which represents a 1% contribution towards the total field crop’s GVP. 

3.1.4.5.1. Domestic Market and Consumption 

The domestic market is made up of both informal and formal markets. The informal markets include 

hawkers and spaza shops, the formal market is made up of various retail stores, grain buyers and 

processors. Export is mainly to African countries, more so in food aid schemes, and niche markets exist for 

split beans. 

The domestic consumption of dry beans in South Africa far exceeded the domestic production. The 

consumption levels have increased over the years, reaching peak volumes of 140 000 tons in 2008/09, and 

the production levels have declined over the year. This makes South Africa a net importer of dry beans to 

meet domestic demand. 

3.1.4.5.2. Exports 

South Africa’s dry beans exports during the year 2009 were destined mainly for countries such as 

Zimbabwe, Mozambique, France, Mauritius, Zambia and Angola. South Africa does not have to pay duties 

to export dry beans to countries such as Zambia, Mozambique and Mauritius due to a SADC free trade 
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agreement, playing in favour for South Africa as the demand for imports of dry beans is on the increase in 

these countries. 

3.1.4.5.3. Imports 

Imports of dry beans amount to an average of 75 000 tons per annum, and the imports originate mainly 

from Asia, America- Brazil, Canada and Europe, while imports from African countries are at minimum level. 

3.1.4.5.4. Processing of Dry Beans 

Dry beans are available to the consumer either as packed dry beans or as processed dry beans. Red 

speckled, large white kidney and small white beans are canned in a saline solution and can also be canned 

in tomato sauce (baked beans). The difference between beans canned in tomato sauce and those canned in 

a saline solution (brine) is that the latter can be used for any recipe, including puddings, cake, etc. Canners 

require high volumes and have to look outside of country for more volumes as local production is not able 

to meet local consumption. Split bean is also a growing niche market for export, and it can be processed in 

the form of flour, bread and pasta. 

According to industry experts, the canning side of the market is in the region of 15 000 to 17 000 tons per 

annum. This implies that pre-packers use around 100 000 tons of beans per annum. A small percentage 

(approximately 15%) of the local bean crop is used for canning of beans. Canners try to meet their 

requirements locally, but have, in the past, bought relatively large quantities on the international market. 

The largest canner in South Africa, which cans more than 50% of the beans, is situated in Gauteng. Other 

canners are found in the Western Cape, Kwazulu-Natal and Mpumalanga. 

Opportunity: 

 Canning of dry bean produced in Limpopo. 

Forward linkage: 

 South Africa and SADC processed food market. 

Backward Linkages: 

 Increased growth of dry beans in the Limpopo province. The ARC study indicates that the land 

suitable for bean production is in Vhembe (marginally suited) and Capricorn (ideally suited). The lack 

of potential to expand the irrigation in Vhembe might be a constraint. 
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3.1.4.6 Fresh Cut vegetables 

The increased trend to healthy living is reflected in consumer preferences for fresh products, such as fresh 

fruits and vegetables. Currently the EU market consumes ca 80,000 tons per fresh fruits per annum (25,000 

tons imported) and ca 68,000 tons of fresh vegetables per annum (12,000 tons imported). The preferred 

packaging is fresh. There is a growing trend to buy fresh-cut vegetables and fruits and the demand for 

these products is growing in excess of 4% per annum. A key driver for this trend is the high value of the 

products and the attractive margins for the entire value chain. The retailers in EU are continuously seeking 

new products to diversify their product range. 

The establishment of a High Care fruit and vegetable processing and packaging facility adjacent to the fresh 

produce trade hubs, can capitalise on this demand in the local and export markets. It is, however, essential 

that the col chain be maintained from the first handling of the produce to the final sale to the consumer 

and that the process does not take longer than 24 hours. This necessitates that such a facility be supported 

by a highly efficient logistics service provider. Since the attractive markets are the major metropolitan 

areas of South Africa and EU, it would also be essential that the High Care facility is in close proximity to an 

airport. 

A high care facility in the proposed Musina SEZ will need to be in close proximity to its production areas for 

most of the vegetables and also to an international airport to access the EU market. This might be a key 

constraint for its establishment in Musina – a better location would be Polokwane. 

3.1.4.7 Fertiliser industry 

The South African fertiliser industry is faced with increasing imports and poor local production facilities that 

are using outdated technologies. South Africa imports a significant component of the fertiliser requirement 

due to the fact that only Phosphate (P) is available locally with some nitrogen (N, mostly in the form of 

Ammonia). The full complement of the potassium (K) is imported. Phosphate is available from Phalaborwa 

and Ammonia-based fertiliser can be obtained from Sasol. The potassium can be imported via Maputo – 

much closer than Richards Bay. 

A fertiliser blending plant will blend the N, K and P to meet local soil conditions and plant nutrient 

requirements. This will require access to a soil and leaf analysis laboratory that can be established on the 

same site or more central in the province, i.e. Polokwane. 

The total South African demand for fertilisers is estimated at R12 billion for 2013/14, and ca 10-12% of this 

demand is applied to agriculture in the Limpopo province with a further R3 billion export opportunity to 

Zimbabwe. 
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The local (South African) production of fertilisers has become a significant industry and player in the South 

African and African agriculture industries. A brief overview of the fertiliser industry provides the 

background for an opportunity in the Musina SEZ: a fertiliser blending plant. 

The South African fertiliser industry supplies about 2 million tons of fertiliser products annually at a value 

of around R12 billion. This is equal to about 750,000 tons of plant nutrient (N + P2O5 + K2O). It is estimated 

that ca 400,000 tons of the fertiliser is exported to predominantly Sub-Saharan countries. The importance 

of the industry is highlighted by the fact that it represents approximately 20% of the South African chemical 

industry (excluding oil). South Africa has an abundance of phosphor (P) required to produce the fertiliser 

while potassium has to be imported, as there is no local source of supply for this ingredient. Nitrogen (N) is 

sourced from SASOL and meets ca 50% of the fertiliser demand. This means that ca 160,000 tons of 

potassium and 150,000 tons of nitrogen (as Urea) is imported into the country. 

The main manufacturers of fertilisers in South Africa are Omnia, SASOL and Kynoch (previously Yara). 

Between them they produce 94% of South Africa’s fertiliser demand. Profert is a small player in the 

industry. There are also a number of fertiliser blenders in South Africa that blend the N:K:P concentration 

to meet specific plant and soil requirements. 

Fertiliser is consumed by the agriculture industry and mostly crops such as maize (40% of consumption), 

sugar cane (between 15% and 18%) and wheat (10%). A small percentage is used for the production of 

animal feeds. The production areas responsible for the production of these crops therefore also represent 

the major markets for locally producer fertilisers. 40% of total domestic fertiliser is consumed by Gauteng, 

Mpumalanga, Limpopo and North West Provinces, while the Free State uses 20%, and the remaining 40% is 

consumed in Kwazulu-Natal and the Western Cape. 

South Africa’s import of fertiliser is steadily increasing as the demand increases and as current production 

capacity continuous to decline due to the age of the current production facilities. In a report by Grain SA, 

Grain SA Fertiliser Report (NAMC: 2011), the researchers point out that current government incentives do 

not support the establishment of a fertiliser plant. 

The proposed Musina SEZ offers a significant competitive advantage for a fertiliser production plant and 

blending plant due to its proximity to Foskor, Phalaborwa (for the supply of phosphate) and the Maputo 

harbour for the import of Urea and Potassium. It is also close to some of the main markets in Limpopo 

(wheat and maize) and Zimbabwe (export). 
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3.1.5 Prioritisation of Agro-Processing Sectors 

The government priorities are aligned with the development of agriculture/aquaculture and food 

processing as guided by the IPAP and SIP strategies and supported by the DAFF and provincial policies and 

strategies. Prioritised sectors are driven to a large extent by the availability of raw materials and secondly 

by access to markets. 

In the case of the proposed Musina SEZ, the key drivers will initially be the establishment of opportunities 

that can make immediate use of the available raw materials and capitalise on an existing market need. 

These include opportunities to: 

 Process soybeans and cereals for human consumption producing alternative meat equivalent 

products (soya) and cereals (wheat, maize, sorghum, etc.) for the consumer market; 

 Soybean oil cake production and associated soy-oil production for animal feeds (beef and poultry to 

a lesser extent); 

 Fresh produce trading hub to provide fresh vegetables (predominantly) to the traders on the Fresh 

Produce Markets (FPMs); 

 Vegetable drying facility. South Africa currently imports all its dried (dehydrated) vegetables; and 

 Fertiliser blending plant. The fertiliser consumption in the Limpopo Province creates a natural 

demand for a fertiliser blending plant. The blending plant will blend N, K and P according to the plant 

nutrient requirements of the farmers’ soil and crop leaf analysis. 

The second phase development of opportunities for the Musina SEZ requires the further development of 

the supply chain in some form or another: 

 The fresh produce trade hub in Musina requires engagement with the farmers to produce vegetables 

according to the market requirements. The success of the trade hub will also require intervention 

and integration with other FPM’s in the country, namely the JFPM and TFPM; 

 The establishment of a High Care fruit and vegetable processing facility will also require participation 

of farmers in the area and partnering with a suitable logistics company; 

 Soy oil cake production will depend on the increased production of soybeans on farms in the area. 

While the market prices are trending upwards, there will be good motivation for existing farmers to 

increase their current hectares under soybean and also attract new farmers; 

 Cereal production and processing plant can utilise the cereals from the farmers in the province. Most 

of the cereal production takes place in areas further south from Musina. However, a cereal 

processing plant for human food consumption will most likely stimulate cereal production in the 

areas closer to Musina; and 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 69 of 349 

 Poultry and broiler production. The new trade barriers imposed on imported broiler meat from Brazil 

and other South American countries creates the opportunity to current broiler producers to increase 

their capacity and for new entrants to enter the market. It is estimated that by 2020 a further R5 bn 

in broiler meat will be required to satisfy the local demand. 

The establishment of Agro-parks is a concept that is used to attract investment to agro-processing facilities 

or hubs within a given are that has good and varied agriculture production potential. The Agro-park 

initiative is still in concept phase in South Africa although it has been applied successfully in other 

developing countries in Africa and further afield. 

It is proposed that such an initiative be introduced to the Musina SEZ. 

3.1.5.1 Availability of Raw Materials 

The agricultural activities in Limpopo range from small vegetable gardens to commercial farming, both rain 

fed and irrigation. Farming activities include: 

 Field crops (summer cereals, winter cereals, oil seeds, legumes, fodder crops); 

 Vegetables – all types of; 

 Citrus – mostly in the eastern areas of the province; 

 Subtropical fruit – mostly in eastern and middle areas of the province; and 

 Nuts (macadamia and groundnuts). 

The farming activities already provide produce to the Johannesburg Fresh Produce market – it is estimated 

that ca 40-45% of the vegetables sold on the JFPM originates in Limpopo. Fruits (citrus and subtropical) are 

sold to a number of fruit juice and fruit drying facilities in the Capricorn and Mopani district municipal areas 

(Granor Passi (Letsitele and Polokwane), Letaba Citrus processors (Letsitele)) and Walko Foods in the 

Vhembe municipal district. 

The livestock enterprises include all forms of animal husbandry. The livestock is processed in the Limpopo 

province by ca 60 red meat abattoirs and several poultry abattoirs such as Mike’s Chickens and Spiffs. 

Animal feed suppliers to the livestock industry in Limpopo include companies such as Brennco Feeds 

(Makhado). Maize mills in the Limpopo province include VKB Mills in Thohoyandou while Nedan Oil mills 

extrude oil from cotton seeds, sunflower seeds and soybeans. 

In the cereals agro-industry, the Limpopo Province is a lesser supplier of crops such as white maize (2% of 

national production), sunflower (10% of national), soya (7%), groundnuts (6%), dry beans (13%), sorghum 
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(14%) and wheat (7%). The extent to which the areas under cereal production can be expanded needs to be 

investigated but it should not be a constraining factor to the establishment of feed and food (for human 

consumption) processing facilities in the SEZ. 

3.1.5.2 Access to Markets 

3.1.5.2.1. Access to Road Network 

Limpopo is highly accessible, with a network of excellent roads and railway connections, as well as a 

number of small airports, including the Kruger Mpumalanga International Airport. 

The Musina Local Municipality is located in the northern part of the Vhembe District Municipality of the 

Limpopo Province. The municipality is strategically placed between South Africa and Zimbabwe and 

therefore also linked to other SADC countries, such as Zambia. 

The Musina Municipality is bounded in the east by the Kruger National Park, Gauteng to the south and 

Botswana to the west. It is linked to the major centres in South Africa via the N1 route to Pretoria and 

Johannesburg. The following illustrations indicate the road linkages with Gauteng and Mpumalanga and via 

Polokwane to Botswana and to the major corridors in Sub Saharan Africa. 

 
Figure 11: Key Corridors in Limpopo 
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Figure 12: Geographic location of Musina to main African corridors 

3.1.5.2.2. Access to rail network 

The rail freight system of Limpopo is a crucial element of the South African transportation system and is a 

significant factor in the movement of freight within the Province and through the Province to destinations 

in the interior, both within and beyond South African borders. The Limpopo rail system generates 

significant traffic which passes through or into neighbouring provinces in South Africa and it is of great 

strategic and economic value. There are three important main lines, including the Pyramid South (Pretoria) 

to Beit Bridge line which connects with the Zimbabwean system and points north to Dar es Salaam. The 

second important line is the branch from Pyramid South to Lephalale, serving coal, iron ore and chrome 

mines. The third is the arterial line from Goudplaas on the Beit Bridge line, running south-eastwards to the 

Maputo line at Kaapmuiden. It serves the Tzaneen, Letsitele agricultural area in the north and the mining 

area on the Phalaborwa branch in the south. There are three agricultural branches running from the Beit 

Bridge line but they have all closed in recent years, although there is still traffic potential which could be of 

benefit if they were to be re-opened in the future. 

More than 17 million tons of general freight cargo was transported by rail across Limpopo on two 

important arterial routes, both of which catered for domestic and international traffic; one long branch 

having main line standard which generated over 6 million tons of coal and iron ore traffic; and three rural 

branch lines. Of this total, just over a half million tons consisted of transit traffic, moving through Gauteng 
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Province to Beit Bridge and points north. It can be seen, therefore that rail is a significant provider of 

transportation capacity; however, its market share of general freight traffic has declined in recent years. 

An increase in rail market share assumes that the substantial investment planned for rail infrastructure, 

rolling stock and locos will facilitate a significant improvement in rail service delivery. One such an initiative 

is the transport of export citrus produce from the Province via the Maputo Port. 

 
Figure 13: Limpopo Rail Network 

3.1.5.3 Strategies for Prioritised Sectors and Value Chains 

3.1.5.3.1. The DAFF Strategy Plan 

The primary goal of the DAFF strategy plan 2012/13-2016/17 is to improve the lives of the majority of 

South Africans, which requires that programmes be directed towards unemployment, food security and the 

reduction of poverty. 

3.1.5.3.2. Agricultural Production, Health and Food Safety 

Purpose of the Programme: To manage the risks associated with animal diseases, plant pests, genetically 

modified organisms and registration of products used in agriculture. Promote food safety and create an 

enabling environment for increased and sustainable agricultural production. The programme comprises 

three sub-programmes, namely plant production and health; animal production and health; and inspection 
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and quarantine services. Plant production and health: focuses on increasing agricultural productivity with 

the emphasis on a sustainable plant production system, efficient use of genetic resources and manages 

risks associated with plant pests, diseases and GMOs. 

Animal Production and Health: Aims to improve livestock production through the implementation of 

animal production and health strategies, projects and programmes founded on sound animal health and 

production management principles, an informed extension service and sustainable natural resource 

management. Inspection and quarantine services: focuses on the provision of leadership, guidance and 

support in ensuring compliance with agricultural legislation and regulatory frameworks and overseeing the 

effective implementation of risk management strategies and plans for regulated agricultural products. 

Implementation strategy: Increasing agricultural production requires maximum stakeholder participation. 

To this effect, the department will work with all stakeholders within the sector on initiatives and 

interventions to increase production within the subsistence, smallholder and commercial environments. 

The department will engage with other government departments to ensure the comprehensive 

implementation of agricultural production strategies. Job and wealth creation lie at the epicentre of these 

production strategies and coordinated implementation is crucial to the delivery of the expected targets. 

Key activities will focus on new and existing farmers through strengthening the implementation of 

comprehensive support programmes in all provinces and implementation of production strategies and 

related services. The focus will be on: 

 Maintaining and, where required, strengthening the regulatory framework for agricultural 

production, health and veterinary public health through the implementation of agricultural 

production and health schemes, projects and programmes; 

 Responding to climate change through drafting and developing of early warning and early response 

plans for quarantine pests and diseases of economic importance; and 

 Increasing public sector participation in intensifying agricultural production. 

In support of trade and international market access, the branch will continue to clear impediments 

associated with international standards and export market requirements, and will work towards: 

 Improving compliance with legislation and international requirements through effective biosecurity 

and food safety frameworks and the effective implementation of risk management strategies; 

 Continuing with major surveillance programmes to detect, delimit or monitor incidences of animal 

and plant pests and diseases; 

 Invigorating participation at international standard-setting forums; and 
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 Promoting public awareness of national and international regulatory measures. 

3.1.5.4 Determine Long-Term Economic Viability of the Identified SEZ 

The long term viability of the SEZ will be driven by the following key factors: 

 Continued demand for South African products in Africa. South Africa has consistently run a trade 

surplus with Africa since 1994. This trade surplus with Africa has increased from just R6.3 bn in 1994 

to a massive R40.86 bn in 2012, and a peak of R47.35 bn in 2011. The surplus is mainly driven by 

increased exports to Mozambique, Zambia, Zimbabwe and the DRC over the past two decades; 

 Economic Stability of SADC; 

 SADC Trade Agreement. The Agreement between members of the Southern African Development 

Community is a free trade agreement. The objective of the trade agreement was to achieve a Free 

Trade Area, with 85% duty-free trade by 2008. This stimulates trade between South Africa and the 

rest of the members of the SADC; 

 Maintenance of the Corridors and Access Routes. In order to facilitate joint planning, 

implementation, coordination, monitoring and reporting of regional trade, transport facilitation and 

implementation of infrastructure projects, SADC has configured corridors into “clusters”, that is, 

grouping of countries served by a set of corridors which share ports and or other transport and 

logistics infrastructure. The "Corridor Cluster" is used as an organisational vehicle for consultations 

and convening technical and ministerial meetings that address the common issues across a set of 

corridors shared by countries. This approach has been motivated by the absence of formal and 

functional joint corridor management committees in the majority of corridors and the need to 

rationalise corridor institutions and meetings. The cluster approach will still allow Member States 

where justified to meet at specific corridor level or bilaterally as when necessary; and 

 Continued Supply of Raw Material to Processors in the SEZ. The continued supply of raw materials to 

the SEZs will be dependent on agricultural production. Factors that influence the production of raw 

materials include land availability, climate changes and water supply. Various agricultural industries 

are working on ways to promote food (raw material) security, taking these factors into 

considerations and working on methods to bypass them. 

3.1.5.5 South Africa’s Trade with Africa 

Export opportunities and growth of demand from South Africa’s main trading partners is a key 

consideration for sustaining the proposed SEZ. Out of total commodity exports from South Africa, 

“Prepared Foodstuffs” came in 6th, with “Vegetable” products in 8th place and “Animal Products” in 10th. 
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 Exports (y-o-y Growth %) 

Commodity 1994 2000 2005 2012 

Animal Products -5.0 -9.0 -11.9 24.9 

Vegetable Products 79.3 -13.1 83.9 19.5 

Animal or Vegetable Fats and Oils -31.0 11.8 2.9 23.1 

Prepared Foodstuffs, beverages 
and tobacco 

29.6 28.0 -4.1 17.2 

Source: Standard Bank – Special Report, August 2013 

Table 7: Selected Commodity Exports to Africa 

The above table includes exports to countries such as DRC, Zimbabwe, Mozambique and Angola. 

3.1.5.6 Identification of Catalytic Projects 

The Development Facilitation Act No. 67 (1995) Section (1) outlines the general principles for land 

development. The principles should underpin development in terms of policy, administrative practice and 

laws by promoting efficient and integrated land development through which the municipality must: 

 Promote the integration of the social, economic, institutional and physical aspects of land 

development; 

 Promote integrated land development in rural and urban areas in support of each other; 

 Promote the availability of residential and employment opportunities in close proximity to or 

integrated with each other; 

 Optimize the use of existing resources including such resources relating to agriculture, land, 

minerals, bulk infrastructure, roads, transportation and social facilities; 

 Promote a diverse combination of land uses, also at the level of individual erven or subdivisions of 

land; 

 Discourage the phenomenon of "urban sprawl" in urban areas and contribute to the development of 

more compact towns and cities; 

 Contribute to the correction of the historically distorted spatial patterns of settlement in the 

Republic and to the optimum use of existing infrastructure in excess of current needs; and 

 Encourage environmentally sustainable land development practices and processes. 

The identification of catalytic projects entailed an assessment of the key drivers and value chains within the 

agro-processing sector where opportunities are evident from our industry analysis and the matching 

thereof with current competitive enablers such as availability of raw materials and access to markets. 

3.1.6 Catalytic agro-processing opportunities 

The following projects where identified: 
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 Fresh produce trading – this is also aligned with the ARC observation; 

 Soy food production; 

 Vegetable dehydration; and 

 Fertiliser blending plant. 

3.1.6.1 Fresh produce trading 

Opportunity and 
sub-sector 

Agriculture. Opportunity to establish a fresh produce collection, cleaning, grading and 
distribution facility in the SEZ. 

Nature of the 
Project 

The project entails the establishment of a fresh produce trade hub in the SEZ to 
capitalize on the vegetable production potential of the Vhembe area and the proximity 
to local and export markets. 

Rationale 

The area’s geographic location with regards to the export potential exploitation to the 
SADC region is a key consideration. Other benefits offered by the location in Musina: 

 Lower rates than those charged in areas such as Midrand in Gauteng; 

 The area has a very stable workforce that is also cheap; and 

 Within vegetable production area. 
This project is aligned with the following National and Provincial Government 
Priorities: 

 Local beneficiation and secondary value adding to agricultural products 
produced in the province; 

 Providing South African citizens with good quality affordable food products, 
thus mitigating rising food prices and food security; 

 Buying local: Establishment of sustainable and competitive local businesses; 

 Local job creation – the fresh produce preparation facility plant will create ca 
120 direct employment opportunities and upstream collection and packaging a 
further 48 employment opportunities; 

 BBBEE empowerment through shareholding in the newly established business 
entity; 

 Local procurement of goods and services; 

 Training, mentoring and capacity building of operators and maintenance staff.  
People from the local communities will be trained to operate and maintain the 
facility; and 

 Ongoing maintenance and support using local skills. 

Demand and 
markets 

The South African processed foods and fresh produce market is estimated in excess of 
R20 billion per annum.  

Competition 

Fresh produce suppliers to the JFPM and TFPM are the main competitors. A new 
emerging competitor includes the farming communities in the SADC countries as these 
become more productive and able to meet internal demand, thereby reducing the 
demand for imported fresh produce from South Africa. 

Export Potential Export potential exists to SACU and SADC. 
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Skills  
Requirements 

Up to 120 permanent jobs will be created on site to operate and maintain the 
extrusion plant. Operators will receive on-the-job training. 

Linkages in the 
value chain 

Backward linkages: 

 Tomato, potato and other vegetable producers in the region; and 

 Maintenance: Plant and equipment. 
Forward linkages 

 Large food processors, e.g. McCains; 

 Food product manufactures, e.g. Simba, Willards, etc.; 

 Fresh produce markets; and 

 Consumers. 
Value chain: 

 

Technology 

The technology is well established and comprises low technology sections that are 
robust and easily maintained. 

 

Raw material 
requirements 

Fresh vegetables from local farmers. 
The Limpopo produces about 75% of South Africa's mangoes, 65% of its papayas, 36% 
of its tea, 25% of its citrus, bananas, and litchis, 60% of its avocados, 60% of its 
tomatoes, 285 000 tons of potatoes, and 35% of its oranges. 
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3.1.6.2 Vegetables dehydration 

Opportunity and 
sub-sector 

Agriculture. Opportunity to establish a vegetable drying, freezing and air dry plant. 

Nature of the 
Project 

The project entails the establishment of a drying facility that includes an air dry facility 
for vegetable drying and fruit drying as well as freeze drying of vegetables using 
produce from the area. 

Rationale 

South Africa currently imports more than 90% of its dried vegetable requirements for 
the local processed food industry. Companies, such as Unilever, are seeking to expand 
their procurement and include South Africa as a regular supplier of dried vegetables. 
This project is aligned with the following National and Provincial Government 
Priorities: 

 Local beneficiation and secondary value adding to agricultural products 
produced in the province; 

 Providing South African citizens with good quality affordable food products, 
thus mitigating rising food prices and food security; 

 Buying local: Establishment of sustainable and competitive local businesses; 

 Local job creation – the fresh produce preparation facility plant will create ca 
60 direct employment opportunities and upstream supply of fresh vegetables 
can create a further 20 employment opportunities; 

 Local procurement of goods and services; and 

 Supporting the government School Nutrition Program. 

Demand and 
markets 

The South African processed foods and fresh produce market is estimated in excess of 
R440 billion per annum. Target markets include the food processors (e.g. Unilever) and 
direct distribution to School Nutrition Programme suppliers. 

Competition 
The only competitor in dried vegetable production is imported dried vegetable 
products originate mostly from China.  These products are not of a high quality. 

Export Potential Export potential exists to SACU and SADC. 

Skills  
Requirements 

Up to 80 permanent jobs will be created on site to operate and maintain the extrusion 
plant. Operators will receive on-the-job training. 

Financials Investment of ca R15 million. 

Operating 
Partners 

To be identified. 

Key constraints 
and enablers 

Suitable buildings. Financial incentives will support the location of the extruder in the 
proposed SEZ. 
The land redistribution objective is to provide land for black farmers. Due to in-
efficiencies in administrative processes, land claim disputes between CPA’s and Trusts 
and tribes, the land ownership transfer process cannot be finalised. This is considered 
a major deterrent to black farmers obtaining finance to grow crops and vegetables on 
their land. 
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Linkages in the 
value chain 

Backward linkages: 

 Tomato, potato and other vegetable producers in the region; 

 Supplier of vegetable drying plant and equipment; and 

 Maintenance: Plant and equipment. 
Forward linkages: 

 Large food processors, e.g. Unilever, Pioneer Foods; 

 School Nutrition Programmes of the government; and 

 Consumers. 
Value chain: 

 

Technology 

The technology is well established and comprises low technology sections that are 
robust and easily maintained. Plant and equipment is available from local suppliers. 

 

Raw material 
requirements 

Fresh vegetables from local farmers. 
The Limpopo Province produces about 75% of South Africa's mangoes, 65% of its 
papayas, 36% of its tea, 25% of its citrus, bananas and litchis, 60% of its avocados, 60% 
of its tomatoes, 285 000 tons of potatoes and 35% of its oranges. 

Financials Investment of ca R10 million. 

Operating 
Partners 

Neltropica (Alldays, Limpopo). 

Key constraints 
and enablers 

Suitable buildings. Financial incentives will support the location of the extruder in the 
proposed SEZ. 
The land redistribution objective is to provide land for black farmers. Due to in-
efficiencies in administrative processes, land claim disputes between CPA’s and Trusts 
and tribes, the land ownership transfer process cannot be finalised. This is considered 
a major deterrent to black farmers obtaining finance to grow crops and vegetables on 
their land. 
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3.1.6.3 Soya food production 

Opportunity and 
sub-sector 

Agro-processing: Processed foods. 
The opportunity that exists is to produce soya mince in Musina. 

Nature of the 
Project 

The project entails the establishment of a twin extruder plan in Musina that will 
extrude the soya mince. The size of the extruder/s will be decided by the final market 
demand study of both the local and export (SADC) markets. 
The related packaging and distribution company will also be established to sort the 
logistics/distribution to the market. 

Rationale 
A draft business plan is available. The business plan was based on the meals that 
government is providing on a daily basis. Just the demand from government is 
enough to validate the project. The project in Musina will also focus on SADC. 

Demand and 
markets 

Except for the demand from government a full market demand study must still be 
conducted. The availability of input e.g. grain is not a constraint. The impact of the 
distance to the market on the profitability must still be established. 

Competition 
No other plant is operating in the province. Processed foods are “imported” from 
Gauteng and other regions. Food export to SADC through Zimbabwe is growing 
rapidly. 

Export Potential Great potential to export to SADC with Musina as port to Africa. 

Skills  
Requirements 

Employment: 

 Basic operators to run the extruder. Two managers and some technical support 
staff to do basic maintenance; 

 Employment creation: 
 20 employees initially in extruder plant; 
 40-50 employees in the packaging plant; and 

 Training will be provided by the North West University. 
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Linkages 

Backward linkages: 

 Suppliers of maize, wheat and soya beans; and 

 Possible suppliers of the extruders e.g. NWU CFAM. 
Forward linkages: 

 Retail industry; 

 Government procurement: Correctional services, military, school feed 
programmes; 

 Consumers; and 

 Export SADC. 

 

Technology 
Requirement 

North West University can supply the equipment.  Twin screw extruders. 

 

Raw material 
requirements 

No raw material is available within the boundaries of the municipal area. The 
possibility to establish production of raw materials can be investigated. Initially raw 
materials will have to be imported from Gauteng- depending on the size of the 
operation. 

Financials The investment required (approximate) is estimated at R50 million. 

Operating 
Partners 

Yes. 

Key constraints 
and enablers 

What key constraints exist to make this project viable? What enablers are required to 
support investment and funding for the project? 
The only constraint is to finalize and confirm the market demand. 
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3.1.6.4 Fertiliser Blending plant 

Opportunity and 
sub-sector 

Agro-processing. Opportunity to establish a fertiliser blending plant in Musina to 
service the local and cross-border demand for blended NKP fertilisers. 

Nature of the 
Project 

The proposed fertiliser blending plant to be set up in the SEZ will be using local and 
imported granular N, P and K fertilisers and micro nutrients to be blended in a 
standard dry material (powder/granules) blending plant. The fertiliser blends will 
comprise both normal dry powder for application to the soil as well as water soluble 
blends that can be fed through irrigation systems (fertigation) and foliar spray. 

Rationale 

The area’s geographic location (i.e. strategically placed in Musina, Limpopo), enables 
it to benefit from: 

 Lower rates than those charged in areas such as Polokwane; 

 The area has a stable workforce that is also cheap; and 

 Within cereals and vegetable production area in Limpopo. 
The South African fertilizer industry is highly dependent on imported fertilizers. This 
is mainly because of the absence of potassium sources, no urea production facilities 
and limited production capacity for downstream fertilizer products in South Africa. 
Fertilizers are also exported mainly to neighbouring countries, such as Zimbabwe. A 
blending plant in Musina will service both the Limpopo and Zimbabwe market. 
This project is aligned with the following National and Provincial Government 
Priorities: 

 Local beneficiation and value adding to agricultural input products used in 
the province; 

 Providing South African farmers with access to customized fertilizer blends, 
thereby optimizing their thus mitigating rising food prices and food security; 

 Buying local: Establishment of sustainable and competitive local businesses; 

 Local job creation – the processing plant will create ca 23 employment 
opportunities and downstream distribution; 

 Local procurement of goods and services; 

 Blending technology is readily available in South Africa. Expertise is required 
to develop blends according to soil and leaf analysis; 

 Training, mentoring and capacity building of plant operators and 
maintenance staff. People from the local communities will be trained to 
operate and maintain the extrusion plant; and 

 Ongoing maintenance and support. To ensure long term sustainability an 
ongoing maintenance and support contract will be entered into. This will 
ensure that the plant is properly maintained and remain operational. 

Demand and 
markets 

The South African fertiliser market is estimated at more than R12,4 billion per 
annum. Some 1,961 million tons of fertiliser is consumed by the South African 
agriculture sector while ca 400,000 tons is exported to neighbouring African 
countries, including Zimbabwe (250,000 tons per annum). Zimbabwe also imports 
fertilisers from other countries. The Limpopo province accounts for ca 12% of the 
national fertiliser demand. 

Competition 
There is no local fertilizer blender in the area. The main supplier of blended fertilizers 
includes companies such as SASOL and Omnia. 
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Export Potential Export potential exists to Zimbabwe and other SADC countries. 

Skills  
Requirements 

Up to 23 permanent jobs will be created on site to operate and maintain the blending 
and packaging plant as well as the soil and leaf analysis laboratory. 
Operators will receive on-the-job training. 

Linkages in the 
value chain 

Forward linkages: 

 Sugar cane and vegetable producers in the region; and 

 Transport and distribution. 
Backward linkages: 

 Maintenance: Plant and equipment; 

 Imported Urea and Potassium; 

 Phosphate (Foskor); 

 Local suppliers of Phosphate and packaging materials (Afripack); and 

 Polypropylene producers (Safripol and SASOL). 
Value chain: 

 

Technology 

The technology is well established. 

 

Raw material 
requirements 

Urea, Phosphate and Potassium. 
Packaging materials (Polypropylene bags). 
Chemicals for soil and leaf analysis. 
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Financials Investment of ca R60 million. 

Operating 
Partners 

International investors expressed interest. Omnia and Agricultural Research Council 
have expertise in soil and leaf analysis. 

Key constraints 
and enablers 

Suitable buildings. No real constraints have been identified. 
Financial incentives will support the location of the blender and soil and leaf analysis 
plant in the proposed SEZ. 

3.1.6.5 Additional opportunities in agro-processing 

The potential to further develop the SEZ and establish more agro-processing facilities should include the 

following projects. It would be essential that the establishment of these projects go hand-in-hand with the 

development of the value chain and raw material supplies: 

 Poultry processing. The Limpopo province only produces and processes ca 2% of the national poultry 

production. The introduction of trade duties and levies on imported frozen chicken portions will 

contribute towards such a project being viable; 

 Dry bean processing (canning). South Africa imports a significant portion of its dry bean requirement.  

Local production does not seem adequate and before the canning facility can be established, it 

would be necessary to establish the bean varieties and local area land and climate suitability. Initial 

indications are that the area is suitable; 

 Fruit juice. While the export of subtropical and citrus fruit juices is stagnating due to own production 

increase in the SADC countries, the demand for apple juice and mango juice is high. Apple juice is 

imported from China to meet local blenders and cider producers’ demand. It appears that an area in 

Waterberg is suited for the cultivation of the required apple variety for this purpose. This can be 

investigated further. However, it should be noted that the Musina SEZ would not be suited for the 

establishment of an apple juice concentration plant; 

 Cereal production. While Limpopo is not a major producer of cereal crops, the opportunity exists to 

process cereals into food for human consumption. The target market would be the local retailers and 

the northern neighbouring countries; 

 Soybean oil cake production. The Limpopo province is also not noted for its soya bean production. 

The opportunity to process soybean for soy oil cake lies therein that South Africa still imports a 

significant portion of its oil-cake requirements to produce animal feeds; and 

 Fresh cut vegetables and fruits. The demand for special fresh cut vegetables and fruits in Europe is 

increasing at better than GDP growth rates. The opportunity exists to produce and supply fresh cut 

vegetables and some berries and cherries (Mopani district) from the Limpopo province to the EU 

markets. However, the constraint is that the berry production areas and the vegetable production 
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areas are not in close proximity to an international export. A more suitable location for the fresh cut 

and packaging processing plant would be Polokwane. 

In the further assessment of the feasibility of the SEZ, the above opportunities will be clarified or a strategy 

for their implementation proposed as a medium term development opportunity.  

3.2 Market Analysis - Agriculture 

Following a substantial rebound in 2011, the agricultural sector continued its growth in 2012, when real 

gross income surpassed the peak level it registered during 2008. The increase in commodity prices, 

together with the volume of field crop production remained the main drivers of this growth. 

For the 2013 period, growth in horticultural products were expected to be the main driver of growth in the 

sector due to the rapid depreciation of the exchange rate coinciding with favourable yields and good 

quality of export produce. Yet, during the baseline period the average annual growth rate of real gross 

income is anticipated to be weaker compared to the past decade due to the marginal growth projected for 

commodity prices in general. 

3.2.1 Field Crops and Horticulture 

3.2.1.1 Grain and Oil Seeds 

The grain industry is one of the largest in South Africa, producing between 25% and 33% of the country's 

total gross agricultural production. The largest area of farmland is planted with maize, followed by wheat 

and, to a lesser extent, sugarcane and sunflowers. Maize is the largest locally produced field crop, and the 

most important source of carbohydrates in the southern African region. South Africa is the main maize 

producer in SADC. 

More than 9 000 commercial maize producers are responsible for the major part of the South African crop, 

while the rest is produced by thousands of small-scale producers. Maize is produced mainly in North West 

Province, the Free State, the Mpumalanga Highveld and the KwaZulu-Natal Midlands. Local consumption of 

maize amounts to about 8 million ton, and the surplus is exported. Wheat is produced in the winter rainfall 

areas of the Western Cape and the eastern parts of the Free State. Barley is produced mainly on the 

southern coastal plains of the Western Cape. Sorghum is cultivated in the drier parts of summer rainfall 

areas such as Mpumalanga, the Free State, Limpopo, North West and Gauteng. South Africa is the world's 

10th largest producer of sunflower seed, which is produced in the Free State, North West, Mpumalanga 

Highveld and Limpopo province. Groundnuts are grown mainly in the Free State, North West and the 

Northern Cape. 
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3.2.1.2 Sugar 

South Africa is the world's 13th largest sugar producer. Sugarcane is grown in 15 areas extending from 

northern Pondoland in the Eastern Cape through the coastal belt and Midlands of KwaZulu-Natal to the 

Mpumalanga Lowveld. An estimated 2.5 million ton of sugar is produced each season. Some 50% is 

marketed in southern Africa, with the rest exported to Africa, the Middle East, North America and Asia. 

3.2.1.3 Fruit 

Deciduous fruit is grown mainly in the Western Cape and in the Langkloof Valley in the Eastern Cape. 

Smaller production areas are found along the Orange River and in the Free State, Mpumalanga and 

Gauteng. This industry's export earnings represent about 12% of South Africa's total earnings from 

agricultural exports. Citrus is produced in the irrigation areas of Limpopo, Mpumalanga, the Eastern Cape, 

Western Cape and KwaZulu-Natal. Pineapples are grown in the Eastern Cape and northern KwaZulu-Natal. 

Other subtropical crops - avocados, mangoes, bananas, litchis, guavas, pawpaws, granadillas, and 

macadamia and pecan nuts - are produced in Mpumalanga, Limpopo and in the subtropical coastal areas of 

KwaZulu-Natal and the Eastern Cape. 

3.2.1.4 Wine 

South Africa is the 9th largest wine producer in the world. Over 110 000 ha of land are under cultivation, 

with over 300-million vines. About 84% of wines are produced by cooperatives. Over 4 000 primary wine 

producers employ over 60 000 people. South African wine exports rose from 22 million litres in 1992 to 

almost 314-million litres in 2007, with exports between January 2007 and January 2008 outstripping 

domestic sales for the first time ever. Wine is exported via Komatipoort. 

3.2.1.5 Vegetables 

About 40% of South Africa's potato crop is grown in the high-lying areas of the Free State and 

Mpumalanga. Limpopo, the Eastern, Western and Northern Cape, and the high-lying areas of KwaZulu-

Natal are also important production areas. Of the total crop, about 50% is delivered to fresh produce 

markets and a further 18% processed, with the South African potato processing industry having grown 

tremendously over the past decade. Potatoes make up about 40% of vegetable farmers' gross income, with 

tomatoes, onions, green mealies and sweetcorn contributing about 38%. Tomatoes are mainly produced in 

Limpopo, the Mpumalanga Lowveld and Middleveld, the Pongola area of KwaZulu-Natal, the southern 

parts of the Eastern Cape, and the Western Cape. Onions are grown in Mpumalanga, the Western Cape and 

the southern Free State. Cabbage production is concentrated in Mpumalanga and the Camperdown and 

Greytown districts of KwaZulu-Natal. 
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3.2.1.6 Cotton 

Cotton is cultivated in Mpumalanga, Limpopo, Northern Cape, KwaZulu-Natal and North West. It 

constitutes about 74% of natural fibre and 42% of all fibre processed in South Africa. Cotton is grown under 

irrigation as well as in dryland conditions. 75% of local production is harvested by hand. 

3.2.1.7 Tobacco 

Virginia tobacco is produced mainly in Mpumalanga and Limpopo, with smaller quantities of Oriental 

tobacco grown in the Western and Eastern Cape. There are more than 1 000 growers in the country, 

producing some 34-million km every year on about 24 000 ha of land. 

3.2.1.8 Tea 

Honeybush tea grows mainly in the coastal and mountainous areas of the Western Cape and in certain 

areas of the Eastern Cape. Honeybush has become a commercial crop, with the production of more than 

100 tons of processed tea per year. 

3.2.1.9 Livestock Farming 

Livestock is the largest agricultural sector in South Africa, with a population of some 13.8 million cattle and 

28.8 million sheep. Stock breeders concentrate on the development of breeds that are well adapted to 

diverse climatic and environmental conditions. According to the latest available agriculture census, 

Limpopo’s’ number of livestock on farms in 2007 was recorded at 318,128 cattle, 53,592 sheep, 111,216 

pigs, 50,198 game, 22,864,301 chickens (Census of Commercial Agriculture, 2007, Limpopo: Provincial 

Statistics for Selected Products). 

3.2.1.10 Dairy Farming 

Dairy is produced throughout South Africa, with most farms in the eastern and northern Free State, North 

West, the KwaZulu-Natal Midlands, the Eastern and Western Cape, Gauteng and the southern parts of 

Mpumalanga. The dairy industry is important to South Africa's job market, with over 4 000 milk producers 

employing about 60 000 farmworkers and indirectly providing jobs to some 40 000 people. Limpopo 

Province is not a major milk producing area in South Africa due to relatively low population density, and 

the hot and arid climate that prevails in most of the northern and western areas of the province. There 

were only 58 milk producers in Limpopo out of the South African total of 4856 producers (1.2%). 
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3.2.1.11 Beef Farming 

South Africa produces 85% of its meat requirements, with 15% imported from Namibia, Botswana, 

Swaziland, Australia, New Zealand and the EU. Local demand generally outstrips production, even though 

there are untapped reserves in the communal farming areas. Cattle ranches are found mainly in the 

Eastern Cape, parts of the Free State and KwaZulu-Natal, Limpopo and the Northern Cape. 

3.2.1.12 Sheep and Goat Farming 

South African sheep farming is concentrated in the Northern and Eastern Cape, Western Cape, Free State 

and Mpumalanga, with Ermelo in Mpumalanga being one of the largest wool-producing districts. About 

50% of the country's sheep are fine-woolled Merinos. 

3.2.1.13 Poultry and pig farming 

South Africa's poultry and pig farms are more intensive than the extensive sheep and cattle production, 

and are found near the metropolitan areas of Gauteng, Durban, Pietermaritzburg, Cape Town and Port 

Elizabeth. South Africa's annual poultry meat production is around 960,000 tons. Broiler production 

contributes about 80% to total poultry meat production, with the rest made up of mature chicken 

slaughter (culls), small-scale and backyard poultry production, ducks, geese, turkeys and other specialised 

white meat products. Limpopo only contributes 2% to poultry farming even though the population in 

Limpopo is high. 

3.2.1.14 Aquaculture 

The aquaculture industry in South Africa continues to make meaningful progress in cultivation technology, 

marketing strategy, marketing practice and scientific innovation. The commercial exploitation of 

aquaculture and fish farming in inland regions is hampered to a large degree by the large fluctuations in 

temperature between seasons and day night differentials. Further research and development of suitable 

fish breeds and breeding processes is required to fully develop the aquaculture potential in South Africa. 

3.2.2 Fresh Produce Trading 

South Africa has 18 fresh produce markets trading a total of more than R12 billion in fresh produce. The 

Johannesburg Fresh Produce Market is the largest. 

Fresh Produce Market Value R Volume (ton) 

Johannesburg 4 037 276 224.94 1 314 489.18 

Tshwane 2 454 351 983.06 668 845.95 
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Fresh Produce Market Value R Volume (ton) 

Cape Town 2 126 228 885.39 517 607.69 

Durban 906 279 080.44 383 320.75 

Springs 472 502 302.71 200 171.49 

Pietermaritzburg 398 810 047.52 152 340.44 

Bloemfontein 364 306 165.41 131 383.24 

East London 255 110 566.58 124 633.93 

Klerksdorp 246 088 066.69 140 210.68 

Port Elizabeth 238 922 137.54 118 957.01 

Welkom 151 553 618.25 80 464.08 

Vereeniging 146 247 890.46 99 164.42 

Kimberley 73 995 783.72 40 203.67 

Uitenhage 40 964 915.98 25 556.04 

Witbank 39 002 319.35 22 371.46 

Umtata 31 968 066.86 16 893.14 

George 18 923 568.90 10 082.83 

Nelspruit 17 602 073.72 10 098.44 

Total 12 20 133 697.53 4 056 794.44 

Table 8: South African Fresh Produce Markets 

3.2.2.1 Imports and Exports 

In 2012 South Africa exported products to a total value of R709 191 million and imported R831 042  million, 

making South Africa a net importer to the tune of R121 851 million. Agricultural products represented R55 

518 million or 7.8% of total exports and R53 620 million or 6.5% of total imports in 2012. South Africa was 

therefore a net exporter of agricultural products, with a positive trade balance of ca R1 897 million. Under 

the scenario of a weaker exchange rate, it is critical that South Africa remains a net exporter of agricultural 

produce. In 2012, exports to Africa exceeded exports to the EU for the first time, with Africa representing 

31.2% and EU representing 29.9% of agricultural exports. 

This makes Africa the largest trading partner for South African agricultural exports and this market is 

expected to grow consistently, especially for commodities such as fresh fruits and wine. 

3.2.2.2 Trade balances - Agriculture 

 Agricultural products represented R55 518.6 million or 7.8% of total exports and R53 620.8 million or 

6.5% of total imports in 2012. South Africa was therefore a net exporter of agricultural products in 

2012, with a positive trade balance of R1 897.8 million; 

 Over the past 10 years the share of agricultural products in total trade has been fluctuating between 

10.2% (in 2009) and 6.6% (in 2007) for exports and between 4.5% (in 2006) and 6.53% (in 2009) for 

imports; 
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 Since 2003 the trade balance for agricultural products fluctuated between negative R75.7 million 

(2007 was the only year with a negative balance) and positive R11 202.0 million (in 2009); 

 All of South Africa’s export markets are captured in the first six regions. Trade with Brazil, Russia, 

India and China (BRIC countries) is highlighted separately, but is also included in the relevant trade 

areas, e.g. exports to China are also reflected in exports to Asia; 

 During 2012 exports to Africa exceeded exports to the EU for the first time, with Africa representing 

31.2% and EU representing 29.9% of agricultural exports; and 

 Agricultural exports to BRIC countries have increased from 2.8% of total agricultural exports to 7.2% 

during the past ten years. 

The following table summarises the trade balance: 

Year 

Imports Exports 

Total Agriculture Total 

Agriculture 

Processed 
products 

Unprocessed 
products 

Total 

R million 
2009 541 173,4 35 039,2 513 864,1 46 468,8 990,6 47 459,4 

2010 585 547,4 34 626,8 590 053,6 29 378,6 17 021,6 46 400,2 

2011 621 327,7 44 926,4 639 945,3 38 004,0 12 809,2 50 813,2 

2012 832 917,2 53 071,0 720 011,4 36 237,1 16 341,8 52 578,9 
Source: Stats SA, 2013 

Table 9: Value of imports and exports 

3.2.2.3 Trade review - Zimbabwe 

Zimbabwe’s economy is mainly agriculture based and therefore a substantial amount of export to South 

Africa consists of agro based products such as prepared foodstuffs, beverages, tobacco and manufactured 

tobacco substitutes, animal products, vegetable products and animal or vegetable waxes among a variety 

of other products. 

South Africa remains among the top trading partners for Zimbabwe. For a number of years, South Africa 

has been Zimbabwe’s single largest trading partner accounting for at least 40% of total exports and 60% of 

total imports. Presently, the majority of local manufacturers have resorted to importing raw materials from 

South Africa due to the decline in domestic raw materials supplies. Additionally, Zimbabwe currently 

imports household and basic goods from South Africa as the local industry is still struggling to meet 

demand. Zimbabwe’s farming output, including its staple maize crop, has slumped more than 60% since 

2000, following seizures of white-owned farms by President Robert Mugabe’s government. 
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Statistics from the Zimbabwe National Statistical Agency show that during the past few years there has 

been a marked decline in Zimbabwe exports to South Africa, while imports from South Africa to Zimbabwe 

have increased significantly. 

Currently, the majority of Zimbabwean supermarket shelves are constituted by around 70% imported 

products mainly from South Africa and 30% locally manufactured products. Manufacturing utilisation levels 

are currently constrained at around 40%, a situation that has been compounded since dollarization by 

minimal liquidity in the economy, utilisation of antiquated machinery and poor utility services. 

According to recent statistics, the trade deficit between Zimbabwe and South Africa is R5.3 billion. 

Zimbabwe is importing goods worth R32.3 billion from South Africa compared to exports of ca R27 billion 

to that country. The goods Zimbabwe is importing from South Africa range from basic agricultural produce 

such as pumpkins, butter nuts, oranges, apples, cauliflower and processed food products such as cereals 

and many others to high-tech products such as cars and machinery. Cars and machinery comprise ca 22% 

of Zimbabwe imports from South Africa. Zimbabwe’s total imports include fresh food (vegetables, fruit and 

nuts), estimated at R1,25 billion per annum, including beverages. Zimbabwe also imports ca R4 billion 

fertilisers and animal feeds. 

In the short to medium term there are some primary goods that Zimbabwe is importing from South Africa 

that can be substituted with locally produced goods. Most agricultural produce are the easiest ones to deal 

with in the short term. This can be implemented using the model of import substitution industrialisation. 

The process has already started and recently Zimbabwe announced a total ban on South African imports of 

fresh fruit and vegetables based on the notion that increased local production would meet domestic 

demand in Zimbabwe. The ban will mostly affect supplies of tomatoes, potatoes, mangoes, grapes and 

apples from South Africa, which is estimated at R120 million per annum. 

3.3 Market Analysis – Agro-Processing 

3.3.1 Industry Overview 

South Africa's R49-billion agro-processing sector plays a significant role in terms of job creation and 

sustainability in the economy. Since the 2008/09 global financial crisis, food processing had grown by over 

2% more than South Africa's manufacturing sector as a whole.  The government's NGP and NDP had both 

identified agro-processing as a sector with high growth potential, despite the challenges of imports 

competition, loss of market, and the unstable currency and exchange rate. 

Agro-processing (industry) is a subset of manufacturing that processes raw materials and intermediate 

products derived from the agricultural sector. Agro-processing thus means transforming products 
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originating from agriculture, forestry and fisheries. The main mega trends that drive the growth of the 

agro-processing industry globally at national and international levels, include the rise in population growth; 

higher income growth that induces greater demand for highly processed and higher-value food products; 

greater participation of women in the paid labour force and increased ownership of household appliances 

(such as microwave ovens and refrigerators). Moreover, additional trends such as growing urbanization 

and the internationalization of retail have also contributed to the development of the agro-processing 

industry, especially in developing countries. Despite these promising trends, however, stringent public and 

mandatory standards pertaining to food safety, the shift from product to process standards, the rising 

scope of standards and the importance of collective private standards are the biggest challenges for 

expanding the export of agribusiness products to developed countries. South Africa needs to pay particular 

attention to the issue of food standards for purposes of compliance with the country's export markets.   

The government agencies,  the Department of Trade and Industry are working with the relevant industries 

and the SA Bureau of Standards to develop voluntary standards, to be followed by compulsory 

specifications, to protect South African consumers from low-quality and fraudulent imports. 

The agro-processing industry in general plays a critical role for development, especially in developing 

countries. The agro-processing sector on average contributes 52%, 36% and 32% of the total manufacturing 

value added for low, middle and upper middle income countries, respectively. Furthermore, the 

contribution could reach 66% for agriculture-based countries and 38% and 37% for the transforming and 

urbanized countries, respectively. A World Bank Development Report (2008) noted that agribusiness can 

stimulate growth in the agricultural sector and reduce rural poverty. Similarly, the agro-processing industry 

has been identified by the NGP as a key candidate for creating jobs and spurring growth owing to its strong 

linkages with primary agriculture. IPAP also reveals that six of the top ten manufacturing industries with 

higher growth multipliers are the divisions of the agro-processing industry. In order to realise the full 

potential of these divisions, however, it is imperative to address the challenges facing the SME agro-

processing industry. 

3.3.2 Agro-processing production 

The agro-processing industry plays a considerable role in contributing to the total output of the 

manufacturing sector. In general, output of the sector has been growing by an annual average rate of 3.3% 

since 2000, but has fallen by 7% owing to the recession in 2009. Agro-processing industry contributes the 

largest share (ca 30%) of the total output of the manufacturing sector, followed by metal, machinery and 

equipment. 

The agro-processing industry contributed more than R330 billion of the total output of the manufacturing 

sector, followed by the metal, machinery and equipment industry (R225 billion) and the transport 
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equipment industry (R155.3 billion) during 2006-2010. The trend shows that there has been consistent 

growth of real output for all sectors except metal, machinery and equipment during the past four decades. 

An analysis of the real output produced by the agro-processing industry indicates that the food division is 

the most dominant (42%), followed by the paper (14%) and beverages industries (12%). The growth of 

leather and leather products during the past decade is considerable, though its share is still marginal (ca 

1%). The wearing apparel and textiles divisions are the only divisions whose output declined during the last 

decade – its contribution to the total agro processing output is ca 7%. 

 

Figure 14: The relative shares by divisions in the agro-processing industry 

3.3.3 Agro-processing value add 

Value added of an industry is its contribution to the GDP of the whole economy. It is obtained by deducting 

the intermediate inputs used in the production process from the final output value. The agro-processing 

industry’s value added is the largest component of the manufacturing sector and it contributed more than 

R82 billion during 2006/10, followed by metal, machinery and equipment (R58 billion). The relative 

contribution of divisions to the total value added of agro-processing reveals that more than 50% of the 

value added was contributed by the food and beverages division, followed by the paper and wood divisions 

that contributed 12% and 8%, respectively, of the total agro-processing industry value added. In general, an 

analysis of the trend of the relative contribution in that the share of beverages, tobacco and wearing 

apparel displays a decline. There is, however, growth of the food, paper and leather divisions’ share to the 

total value added of the agro-processing industry. 

Real domestic fixed investment in the manufacturing sector and specifically in the agro-processing sector 

amounted to ca 28% of total investment in the manufacturing sector. 
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3.3.4 Agro-processing Trade: Import and Export  

Of all manufacturing industries, metal, machinery and equipment generate the highest export values. 

While most of the manufacturing industries have shown an increasing trend in export value, the real export 

value of the agro-processing industry has declined over the last decade. The percentage share of export is 

largely dominated by metal, machinery and equipment (39.8%), followed by transport equipment (17.6%) 

and agro-processing (14.1%). 

The sectoral contribution of the agro-processing industry to export values reveals that food exports 

accounted for 27%, followed by paper (18%), beverages (14%), wood (11%) and furniture (10%). 

 

Figure 15: The relative contribution to export by divisions in the agro-processing industry 

Food, beverages and paper are the dominant agro-processing divisions in terms of export values, where 

they accounted for more than 63% of the total export value. 

The trade balance of the total manufacturing sector shows that the sector as a whole has been a net 

importer during the past three decades. A close look at various periods, however, shows that the net trade 

position of the manufacturing sector increased significantly over the past decade. The significant growth in 

net imports was due to the change of the agro-processing, chemicals and refinery industries from being net 

exporters to become net importers. 

The metal, machinery and equipment industry, followed by transport equipment, agro-processing and 

chemicals, are the largest importers within the manufacturing sector. While the import share of the metal, 

machinery and equipment industry is declining marginally, this industry remains the leading importer of 

manufacturing goods. Within the agro-processing industry, imports by the wearing apparel and textiles 
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division contributed roughly the same as the food imports. They account for 53% of total imports, while 

paper, rubber and footwear divisions accounted for 11%, 9% and 8%, respectively. 

 

Figure 16: The relative contribution to imports by divisions in the agro-processing industry 

Similar to the trend in the manufacturing sector, there was a sharp increase in imports of most industries 

over the last decade. Imports of beverages, wearing apparel and furniture more than doubled during this 

period. The highest share of imports among agro-processing was for processed food (26.7%), followed by 

wearing apparel (14.7%), textiles (10.9%), paper (10.8%) and rubber (9.5%). 

3.3.5 Agro-processing sub-sector contribution to trade 

3.3.5.1 Food 

The main food products exported include cane sugar (ca 10%), prepared fruit and nuts (8%) and fruit juice 

(8%), which account for more than 26% of the total export of food products. Export destinations for South 

African food exports are the SADC (36%), EU (18%) and Eastern Asia (10%). The other regions such as 

Western Asia, Sub-Saharan Africa (excluding the SADC), Northern Africa and NAFTA contribute less than 4% 

each of the total export destinations. 

The main products imported are rice (11%), soybean oil cake (mostly used for animal feed production - 

9%), palm oil (8%), and soybean oil (7.3%). The import origins of these products include South Asia (29%), 

ca 22% from South America and 21% from the EU. 

3.3.5.2 Beverage 

Wine is the top beverage export product, contributing 63% of the total beverage exports, followed by ethyl 

alcohol in alcohol and spirit form (23%). Notably, spirit beverages also top the list of beverage imports at ca 
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60%. Sweetened non-alcoholic beverages (9%) and malt (7%) are the next top listed imported beverage 

products. The EU alone accounts for ca 65% of all beverages imported followed by NAFTA, which is the 

second main source of imports, accounting for 12% of imports. 

3.3.5.3 Paper and Pulp 

SA has been a net exporter of paper and paper products since 1988. The trade balance, however, is getting 

narrower and is close to zero currently. This is further confirmed by the decline of the export-output ratio 

that reached a similar level to that of the import-domestic demand ratio. Among the products exported, 

chemical wood pulp, craft paper and paper account for 36%, 13% and 11%, respectively, of the export 

value. The main export destinations of these products are South Asia (27%), the EU (19%), the SADC (14%) 

and East Asia (11%). 

The main imported paper products include paper and paper board (used in the packaging industry and with 

special coatings), paper for writing and tissue papers. Together these products account for 59% of the total 

imports of paper and paper products.  Imported paper products originated from the UK (47.6% of the total 

imports) followed by East Asia (14%), South Asia (9%) and NAFTA (7%). 

3.3.5.4 Furniture 

The trade balance for furniture is driven by imports of various products from China and Asian countries. 

Currently more than 20% of the domestic demand is met by imports and less than 20% of local producer 

furniture is exported. The main export destination of furniture products are the EU and the SADC, which 

account for 62.4% and 11.9% of the total exports, respectively. Seats, knock-down furniture and lounge 

suites are the main products imported and representing 49% and 36% of the total imports of furniture. It 

should be noted, however, that ‘seats’ can include car seats destined for the automotive assemblers. 

3.3.5.5 Leather and leather products 

Among the leather products, bovine or equine leather and leather of animals contributed 12.5% and 6.2% 

of the total export values, respectively. 

The list of main leather products imported includes travel goods, handbags, and wallet and jewellery cases, 

accounting for 48% of the total imports. Among the main origins of imports are East Asia (45%), Americas 

Rest (South and Central America) (20%), South Asia (13%) and the EU (7%). 

3.3.6 Agro-processing geographic distribution 

The regional distribution of the agro-processing industries indicates that: 
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 Food, beverages and tobacco production centres are mainly located in Gauteng, the Western Cape 

and KwaZulu-Natal, each accounting for 26%, 23% and 22%, respectively to total output; 

 Textiles, clothing and leather production occurs mainly in KwaZulu-Natal, the Western Cape and 

Gauteng, each accounting for 36%, 22.2% and 20.7% of the total output, respectively; and 

 Production of wood, paper, publishing and printing products is dominated by operations in Gauteng, 

KwaZulu-Natal and the Western Cape, where each contributed 35.3%, 29.6% and 15.6% of the total 

output, respectively. 

3.3.7 Agro-processing SWOT analysis 

Key factors affecting the competitiveness of the agro-processing industry includes the following (applicable 

to the vegetable and fruit processing): 

Strengths: 

 Access to high quality raw materials; 

 Counter seasonal supply of fresh produce to the Northern hemisphere markets; 

 Established niche export markets; and 

 Leadership in various sectors, e.g. citrus exports. 

Weaknesses: 

 Canning: expensive raw material inputs make industry less competitive. There is also a concentration 

of the supply base and lack of competition in the local industry; 

 Strength of international private label brands has fuelled increased imports, e.g. jams and baby 

foods. Local brands are not able to compete; 

 Large percentage of canned food is imported (tinned tomatoes; canned vegetable is especially 

uncompetitive owing to small scale of production, cost of packaging); 

 All air dehydrated vegetables are imported, mostly from China; and 

 Lack of support for local producers opens up the market for low priced low quality products from 

international suppliers. 

 

Opportunities: 

 Innovation: new fruit varieties, packaging innovations from glass and metal to plastic; 

 Counter-seasonal trade in fresh produce: Northern Hemisphere markets; 
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 Multinational companies seeking diversification of supplier base and seeking suppliers in Southern 

Africa (e.g. multinational beverage companies and processed food companies); 

 Introduce stringent food quality regulations to prevent poor and cheap imported products; and 

 Establish multi-nodal fresh produce and food processing hubs/centres with optimised logistics and 

trade systems (e.g. Greenport: Netherlands). 

Threats: 

 Canners lack the will to invest in expanded production owing to low profit margins/high input costs; 

 Increased importing of low quality and cheap raw materials and finished goods; 

 Logistics costs: distance to markets and market access; 

 Land tenure: the transfer of land process is cumbersome. Land cannot be used to secure funding if 

ownership is not registered; 

 African countries that used to import fresh produce (fruits and vegetables) from South Africa are 

establishing their own agriculture capacity (more water available)and are becoming less reliant on 

South African producers; and 

 Changing consumer behaviour and awareness is leading to changes in preferences such as organic 

produce. 

The changes in global food production creates an opportunity for South Africa to introduce new 

technologies and processes as well as food products in intensive farming methods, such as hydroponics. 

3.4 Trends in Food and Vegetable Markets 

The European and EFTA (European Free Trade Association) represents an important market for South 

African agricultural produce. The following extracts from CBI (Centre for the Promotion of Imports from 

developing countries) Trend Mapping for Fresh Fruit and Vegetables were compiled by the CBI, Ministry of 

Foreign Affairs, Swiss Import Promotion Programme. CBI is an Agency of the Ministry of Foreign Affairs of 

the Netherlands. 

The main trends for the coming years will be healthy natural products, corporate social responsibility (CSR) 

and convenience. More integrated CSR programmes and certification programmes are introduced with 

increased sharing of information along the total supply chain. The programmes contain food safety issues, 

environmental issues and social issues. Preconditions for entering the European market are good taste and 

adherence to maximum residue limits (MRLs). Although Eastern European countries’ exports to the EU, 

which rival DC exports, are increasing, there remains a demand for tropical and exotic products. Exports of 

these products to Eastern Europe will grow too. 
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Figure 17: Key factors driving consumer market trends in the EU 

The above diagram covers the key aspects that are driving consumer and market trends in the EU and 

EFTA. These include the following: 

Food safety as a precondition: Food safety continues to be very important. Within the northwest European 

market, product requirements are already higher than the official EU requirements. Strict compliance with 

MRLs (maximum residue levels) and microbial contamination are a precondition when entering the EU 

market. Tracking and tracing is becoming more important, as well as certification such as GLOBALG.A.P. 

(Good Agricultural Practice) in order to ensure safety in relation to fresh fruit and vegetables. 

CSR is becoming mainstream: Corporate Social Responsibility (CSR) and sustainability continue to gain 

importance. Consumers are more concerned about where products come from and how they are made. 

They thus demand more sustainable (i.e. socially and environmentally responsible) foods from retailers. 

Social aspects of CSR include Fair Trade and other similar ethical certifications. GLOBALG.A.P. has become a 

minimum standard for most European supermarkets, especially in the northwest European market. 

Certification relates to good agricultural practices including working conditions and production methods. 

CSR can include seasonal product consumption (which is cheaper) and local-for-local consumption which 

can be a threat for exporters from developing countries. 
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Healthy living: Health has always been a selling point for fresh fruit and vegetables. In the coming years, 

the importance of communication on the health benefits of these products will increase, as will the further 

introduction of ‘super fruits and vegetables’. Super fruits have special genetic characteristics and only a 

limited number of fruits may qualify. Examples of super fruits include a variety of berries (raspberry, goji 

berry, cranberry, acai berry or blueberry), pomegranate or papaya. Super fruits with good taste are 

particularly interesting for high-end consumers. Super vegetables are less interesting as they are also 

produced in Europe. 

Pure and natural: In northwest Europe, demand for pure and natural products and organic products are 

still increasing. Consumers relate organic fruit and vegetables to health and better taste. Consumers can 

identify these products via certified product labels. Organic and natural aspects, including fair trade, will 

become an integral part of companies’ social responsibility programmes. New products will target specific 

groups and may include healthy snacks for children or healthy food alternatives for the obese society 

Technological Market Drivers. 

Healthy convenient food: Convenience (ready-to-eat, cut and mixed, longer shelf life, snack size) and 

smaller portion-packs are becoming more popular in northwest Europe. Although demand in other parts of 

Europe is still low, it is on the increase. Examples of convenience fresh fruit and vegetables include ready-

to-eat, pre-cut or ripened products. An underlying trend is the improvement of ripening processes for fruits 

such as mango, pineapple and avocado in the importing country. This improves taste and lowers costs and 

means that pre-ripened fruit does not have to be flown in from exporting countries. Fruits can often be 

picked in an unripe condition and shipped to the importing countries instead of being picked ripe. Varieties 

that can ripen in conditioned environments are required. 

GM products: EU countries have strict rules for approving genetically modified organisms or foods (GM 

products) for the market. Genetically modified fruit and vegetables are not currently permitted to enter 

the market. All food products containing more than 0.9% GM products must be labelled and follow strict 

traceability rules. It is expected that GM fruits and vegetables will continue to be banned from the EU for 

many years. 

Product safety: Phytosanitary issues are always important to European control agencies. Detection of 

diseases or pests may cause rejection of trade of ultimately lead to import bans. At the moment, Citrus 

Black Spot disease in South Africa causes concern with European control agencies. 

The shifting trends and demands from the key exports markets necessitates that South African producers 

assess and improve/upgrade their processes and products to meet these requirements or run the risk of 

losing market share. 
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Due to the fragile and perishable nature of the product, this industry requires a high degree of coordination 

between the different actors along the chain. Logistics and transportation are key supporting activities in 

the global fruit and vegetable value chain. Conditions for participating in the fruit and vegetable Global 

Value Chain (GVC) have changed as a result of the adoption of rigorous standards in the industry as 

reflected above. Exporting countries that have problems in meeting the standards may lose the export 

market. 

Maintaining standards and quality and at the same time remaining flexible to meet changing consumer 

demands and tastes requires continuous investment in new technologies to increase market acceptance.  It 

is therefore difficult for small scale farmers to meet these requirements on an on-going basis. This is 

especially true for high value added fragile and perishable products, such as berries and cherries that offer 

higher returns than commoditised fruits and vegetables. 

South Africa can take note of these developments and look for opportunities within the SEZs to enter new 

products into the existing markets wherein South African exporters already have good penetration. 

Notably, the berries and cherries as well as other super fruits and vegetables need to be exploited. 

Countries such as Chile and Kenya apparently already have successes in these and similar products destined 

for the EU markets. 

3.5 Summary 

The establishment of an agro-processing Special Economic Zone in Limpopo, and for that matter, anywhere 

in South Africa, requires consideration of market opportunities and demand as well as the source of supply.  

Most fresh produce destined for fresh produce markets, both locally and internationally, is processed ‘on-

farm’.  This requires significant investment and can only be justified if the farm or economic farming unit is 

able to produce sufficient volumes in the right quality.   

 

Other food processing also tends to place their processing facilities close to the source of the raw material.  

However, the establishment if agro-processing centres (or industrial parks) is an opportunity that can be 

considered for the Limpopo Province as a whole.  It would be necessary though, to identify the preferred 

location for such a park given the Limpopo agriculture activities and opportunities as well as proximity to 

markets. Musina is not seen as the most ideal location for an ago-processing SEZ. 
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4. Sector and Policy Specialist – Logistics 

4.1 Detailed Industry and Sector Assessment Studies 

4.1.1 Sector Analysis - National 

While growth prospects in the developed world are meagre at best, big business turns its attention to 

developing regions such as southern Africa for its next growth frontier. Multinational corporations, unlike 

governments, do not see political boundaries when they consider a region, they regard the growth of 

consumer populations, the development of economies, the discovery of raw materials, the availability of 

labour and the ease with which products and services can be moved into, out of and within that region. 

This ‘business mobility’ stretches further than the physical rail lines and highways between countries; it 

includes the openness of governments to collaborate with one another and with the private sector; the 

removal of regulatory and operational barriers in cross-border trade; the availability of logistics services 

that penetrate the entire region, not just one country; and, critically, the availability of appropriately skilled 

people who are the lifeblood of a vibrant logistics sector. Although Africa’s current participation in global 

trade is negligible – less than 5%, governments and businesses agree unanimously that the potential of the 

continent, southern Africa in particular, is palpable. 

This sentiment is evidenced by the increase in foreign direct investment in sub-Saharan Africa from US $29 

billion in 2010 to US $37 billion in 2011. However, southern Africa still has many bridges to build before it 

represents a coherent region of economic potential to investors. Intra-African trade is estimated at only 

10%, while regional trade in the developing markets of South America and Asia is 22% and 50%, 

respectively. The 9th State of Logistics survey for South Africa 2012 delivers a message of action. South 

Africa must make great strides in addressing critical issues relating to the road freight sector, shifting 

freight from road to rail and addressing rampant skills shortages and misalignment in the logistics sector. 

SADC needs to see governments and the private sector joining hands to realise ambitious inland corridor 

initiatives and develop a world-class maritime transhipment community that would open the region up for 

trade. Globally, the scales are tipping that measure the trade-offs favouring economic specialisation, 

economies of scale and growth in international trade at the cost of a higher demand for freight transport. A 

reframing of the role of logistics in supporting truly sustainable economic development is imminent. 

Key elements to note:  

 Logistic Cost: Logistics costs as a percentage of total GDP have risen by 0.7% to 12.6% in 2011 and 

are estimated to have risen to 12.8% in 2012. A starker reality is painted, however, when considering 
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logistics costs as a percentage of only the primary (extraction) and secondary (beneficiation) sectors. 

Logistics costs as a percentage of the transportable GDP was 44% in 2011 and 46% in 2012; and 

 Transport Infrastructure: The report highlights the severe disparity in road conditions depending on 

the government authority responsible for its upkeep. On the rail side, heavy-haul freight lines are 

well maintained and general freight lines show a slight improvement, while branch networks are in a 

state of disrepair. Ports show steady improvement and are reported to be fairly well-maintained. The 

Airports Company of South Africa (ACSA) provides world-class aviation infrastructure at most of the 

airports under its jurisdiction. South Africa has a legacy of good, comprehensive transport 

infrastructure plans that do not get implemented. The Moving South Africa Forward Strategy 

developed in 1998 was succeeded by the National Freight Logistics Strategy in 2005 and then the 

National Transport Master Plan 2050 (NATMAP 2050). The first two plans had limited impact while it 

is too early to judge the results of NATMAP 2050.Renewed emphasis by government in 2012 on 

infrastructure development resulted in the establishment of the Presidential Infrastructure 

Coordinating Commission (PICC), headed by the President, to coordinate and oversee the 

implementation of strategic infrastructure projects (SIPs) that stimulate social and economic growth. 

Public-sector funding for all infrastructure projects is estimated at R844.5 billion for the 2012/2013–

2014/2015 period, with Transnet to invest a further R300 billion in rail and port developments over 

seven years starting in 2012. However, private-sector involvement is non-negotiable for the success 

of transport infrastructure projects – both from a funding and planning point of view. 

4.1.1.1 Value Chain Analysis 

The role of logistics is an essential part of every trade. The customers generate demand for products, which 

operations create using the necessary resources and logistics move everything around to supply the goods 

in a good condition and in time to the customers. 

A value chain is the full range of activities — such as design, production, marketing and distribution — 

businesses go through to bring a product or service from conception to their customers. For companies 

that produce goods, the value chain starts with the raw materials used to make their products and consists 

of everything that is added to it before it ends up being sold to consumers. 

Activities could be split into two categories: primary activities and support activities. Primary activities 

include: 

 Inbound logistics: This refers to everything involved in receiving, storing and distributing the raw 

materials used in the production process; 

 Operations: This is the stage where raw products are turned into the final product; 
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 Outbound logistics: This is the distribution of the final product to consumers; 

 Marketing and sales: This stage involves activities like advertising, promotions, sales force 

organization, selecting distribution channels, pricing, and managing customer relationships of the 

final product to ensure it is targeted to the correct consumer groups; and 

 Service: This refers to the activities that are needed to maintain the product's performance after it 

has been produced. This stage includes things such as installation, training, maintenance, repair, 

warranty and after sales services. 

The support activities help the primary functions and comprise: 

 Procurement: This is how the raw materials for the product are obtained; 

 Technology development: Technology can be used across the board in the development of a 

product, including in the research and development stage, in how new products are developed and 

designed and process automation; 

 Human resource management: These are the activities involved in hiring and retaining the proper 

employees to help design, build and market the product; and 

 Firm infrastructure: This refers to an organization's structure and its management, planning, 

accounting, finance and quality control mechanisms. 

The diagram below provides a view of an integrated logistics supply value chain that illustrates the value 

chain activities from the sourcing of goods to the final destination where it normally reaches the customer 

or users. 
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Figure 18: Logistics Value Chain 

The South African logistics industry is dominated by asset-based transport service providers while 3PL, 4PL 

and consulting services are still considered relatively new in the industry. 3PL is defined as "a firm that 

provides multiple logistics services for use by customers. Preferably, these services are integrated, or 

bundled together, by the provider. Among the services 3PLs provide are transportation, warehousing, 

cross-docking, inventory management, packaging, and freight forwarding." The characteristic of a 4PL 

service provider is that aspects of the clients’ supply chain are managed by the 4PL organisation. 

There is, however, a large number of companies in the industry that provide consulting, planning, 3PL and 

4PL services to the industry in addition to their asset-based logistic support services, such as transport and 

warehousing.  Support services for the industry in the entire supply chain extend to the retail outlets where 

merchandising is also subcontracted. 

The following diagram provides a perspective on the logistic and supply chain service providers/players in 

the value chain. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 106 of 349 

 
Figure 19: A value chain perspective of the logistics and supply chain service providers in South Africa 

The above diagram, however, does not do justice to the industry, since there are various companies that 

play in more than one of the fields and the integrated nature of their services is not portrayed effectively. 

The current overview of the industry as presented herewith in this report, addresses only a small segment 

of the above industry and therefor the feasibility study thus concentrated on the asset-based logistic 

service providers that provide transport services. 

4.2 Market Analysis – Logistics 

4.2.1 Industry Overview 

The medium and heavy vehicle Industry and users has been identified as a key partner to the potential 

success of the SEZ in Musina. Below follows an overview of this industry and the key role-players. 
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4.2.2 Corridor logistic demand 

In South Africa, logistics costs as a percentage of total GDP have risen by 0.7% to 12.6% in 2011 and are 

estimated to have risen slightly to 12.8% in 2012. Inland freight volumes have risen across the board in 

2011 (+4.9% in tons, +10.1% in tons-km) and 2012 (+1.8% in tons, +2.1% in tons-km) with the most 

significant growth being on the KwaZulu-Natal–Gauteng and Western Cape–Gauteng corridors. Worth 

noting is the slight increase in overall rail market share, from 11.1% in 2010 to 11.5% in 2012 in terms of 

tonnes, and from 29.3% in 2010 to 29.9% in 2012 in terms of tonne-km. 

The development and growth of the SADC market is a key driver for logistics demand in South Africa. 

Approximately 60% of cargo volumes imported through South Africa to SADC is destined for Zambia, the 

Democratic Republic of Congo and Angola, while the remaining 40% is destined for Zimbabwe, 

Mozambique and Malawi. It is estimated that 48% of these volumes are transported by road from the Port 

of Durban while 52% is transshipped via coastal shipping. An analysis of the logistic activity in the main 

corridors affecting South Africa (Trans Caprivi excluded), indicates that there is significant growth 

opportunities for road and rail logistics. 

The economic and growth characteristics of the major transhipment corridors in SADC (Ref: 9th State of 

Logistics survey for South Africa 2012, CSIR) are estimated as follows: 

The Maputo Corridor: 

 Corridor catchment economic statistics: 

 Population of 50 million; 

 GDP of US$120 billion; and 

 Expected growth 4-5%. 

 Transport sector growth: 

 Plans to expand capacity to 300,000 TEU; 

 Expected growth of 8-10%; and 

 Road and rail links are good. 

Dar es Salaam corridors - key road and rail corridor to Zimbabwe, Zambia, DRC, Malawi and Tanzania: 

 Corridor catchment economic characteristics: 

 Population of 110 million; 

 GDP of US$ 40 billion; and 

 Expected GDP growth 6-8%. 
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 Transport growth: 

 Plans to expand to 1 million TEU capacity; 

 Sector growth is projected at 8-10%; and 

 Opportunity to intermodal hubs. 

The market growth clearly supports the growth and development of adequate border facilities to support 

transport operators. 

4.2.3 Transport operators in South Africa 

The number of fleet operators and fleet size of transport and logistics operators in South Africa provides an 

indication of the size of the industry in terms of rolling road assets. 

At the extreme are small entrepreneurial companies, often with single vehicles. The small new companies 

are viable, because they have minimal overhead (office space and staff) and, in many cases, provide low-

quality service with badly maintained vehicles. This sector is growing rapidly, and academics and 

researchers have expressed concerns that a situation similar to that of the minibus industry is developing. 

According to SAFTI (South African Freight Transport Institute) the total population of MHCV in South Africa 

is owned by an estimated 70,000 fleet operators ranging from single vehicle fleets to fleets over 3,000 

units. The following table provides a breakdown of the fleet size distribution: 

Vehicles Operator Fleet 

Numbers in Group 100-500 50-100 10-50 1-10 1 

Category Total Vehicles 5% 10% 20% 50% 15% 

4 - 8 tons 107,193 11 107 429 5,360 16,079 

8 - 14 tons 65,031 7 65 260 3,252 9,755 

14 - 20 tons 28,585 3 29 114 1,429 4,288 

20 - 30 tons 25,102 3 25 100 1,251 3,752 

Total 333,014 35 333 1,332 16,652 49,952 

Table 10: Breakdown of Fleet Size Distribution 

4.2.4 Logistics Companies expanding into Africa 

Logistics companies have over the years also expanded their market reach into Africa as the market for 

transport and logistics continues to grow. Most of the major logistic companies listed on the JSE have now 

established branch operations in several Sub-Saharan countries. Although their footprint in Africa is not as 

extensive as the OEM footprint, it is clear that the South African base provides a sound launch-pad for their 

Africa expansive strategies. The geographic presence of the following listed companies is illustrated in the 
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following figure - Unitrans, Grindrod, Value Group, Bidvest, Barloworld, Imperial, Eqstra, Super Group, 

Cargo Carriers and Trencor. 

Sub-Saharan Africa is set to maintain a growth of ca 4.5% in 2013, supported by higher commodity prices 

and rising export demand. The region’s growth is, however, predicted to slow to under 3% in 2014. 

 

Figure 20: South African Fleet and Logistic Companies in Sub-Saharan Africa 

The geographic footprint of the leading South Africa (listed companies) operations in Africa is illustrated in 

the following table: 

Countries of 

Operation 
Unitrans Barloworld Eqstra 

Value 

Group 

Super 

Group 

Cargo 

Carriers 
Trencor Grindrod Bidfreight Imperial 

Angola  X      X  X 

Botswana X X X X X   X  X 

DRC     X   X   

Lesotho  X X   X    X 

Mozambique X X   X   X X X 

South Africa X X  X X X X X X X 

Swaziland X X X   X  X  X 

Zimbabwe     X X  X X X 

Table 11: Regional footprint of JSE listed logistic operators in Sub-Saharan Africa 
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4.2.5 Transnet Strategy 

Transnet intends to shift its capital expenditure focus over the coming years from maintenance 

expenditure to expansionary investments on rail and port projects across South Africa. The expansion of 

South Africa’s rail, port and pipeline infrastructure is expected to result in a significant increase in freight 

volumes, especially in commodities such as iron-ore, coal and manganese. It will also lead to a significant 

modal shift from road to rail. 

The bulk of the investment, R201-billion, will be directed towards railway projects, which have been 

designed to increase freight volumes to 350-million tons a year, from the 202-million tons achieved in the 

year to March 31, 2012. 

Supporting the rail-volume growth aspiration is a plan to materially increase the capacity of Transnet 

Freight Rail’s key commodity lines, which includes: 

 Increasing coal volumes by 44%, from 68-million tons last year to 98-million tons by 2018/19, which 

will be above the 92-million-ton-a-year nameplate capacity for the privately owned Richards Bay 

Coal Terminal, in KwaZulu-Natal; 

 Raising the capacity of the iron-ore export channel from Sishen, in the Northern Cape, to Saldanha, 

in the Western Cape, by 57%, from 53-million tons to 83-million tons; and 

 Increasing the capacity of the general freight business by a material 113%, from 80-million tons a 

year currently to 180.3-million tons a year by the end of the period. 

The capital to be invested in the port system (R47-billion for the Transnet National Ports Authority and R33-

billion for Transnet Port Terminals) should also enable Transnet to increase its container handling capacity 

by 76%, from 4.3-million twenty-foot equivalent units (TEUs), to 7.6-million TEUs. 

4.2.6 Identification of Catalytic Projects 

It is recommended for the Musina SEZ to have a sector focus on the logistics. The main aim of this sector 

should be: 

 To improve the connection between Gauteng, Limpopo Province and SADC; 

 To reduce the total cost of logistics; 

 To increase the efficiency of the logistics system; 

 To increase economic activity in Musina in particular and Limpopo in general; 
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 To improve supply chain interactions. Musina will become a designated area in which all logistics-

related activities are brought together to promote seamless supply chains, i.e. a one-stop logistics 

shop; and 

 Businesses tend to gravitate to these areas, thus travel cost and congestion should be reduced. 

The opportunities identified for the establishment of a logistics SEZ in Musina includes the following: 

 A dedicated custom control  bonded warehouse that will provide benefits for import and export 

value adding activities: 

 Bonded warehouses are buildings or other secured areas in which dutiable goods may be stored, 

manipulated, or undergo manufacturing operations without payment of duty. It may be managed 

by the state or by private enterprise. In the latter case a customs bond must be posted with the 

government. This system exists in all developed countries of the world. Upon entry of goods into 

the warehouse, the importer and warehouse proprietor incur liability under a bond. This liability 

is generally cancelled when the goods are: 

o exported or deemed exported; 

o withdrawn for supplies to a vessel or aircraft in international traffic; 

o destroyed under Customs supervision; or 

o Withdrawn for consumption domestically after payment of duty. 

While the goods are in the bonded warehouse, they may, under supervision by the customs authority, be 

manipulated by cleaning, sorting, repacking, or otherwise changing their condition by processes that do not 

amount to manufacturing. After manipulation, and within the warehousing period, the goods may be 

exported without the payment of duty, or they may be withdrawn for consumption upon payment of duty 

at the rate applicable to the goods in their manipulated condition at the time of withdrawal. In the United 

States, goods may remain in the bonded warehouse up to five years from the date of importation.  Bonded 

warehouses provide specialized storage services such as deep freeze or bulk liquid storage, commodity 

processing, and coordination with transportation, and are an integral part of the global supply chain. 

 Vehicle distribution centre and vehicle storage area that will partly be bonded for the non SA 

homologated vehicles as a through flow from the SA ports to Africa and for new vehicles that have 

been assembled in SA to be exported to various African countries: 

 Repair booth; 

 Accessory centre; 

 PDI activities; 

 Safe Guard; and 

 Custom control. 
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 Container yard: 

 Due to the fact that timely imports and exports needs to be made, the Maputo Corridor can 

become an important backup and second port for product to and from South Africa – apart from 

Durban and Richards Bay. The root to the port is also shorter from Gauteng and cost plays an 

important role in logistics. Once again like the VDC, containers can be stacked and loaded in such 

a facility in the process to be exported or imported. 

It can be combined with the Bonded Warehouse concepts to make distribution and sorting of materials 

easier from containers.  The BCOCC are already involved at the Port of Entry they can play their role in the 

customs requirements for Bonded Warehouse clearing processes. 

A typical Intermodal container facility consists of the following: 

 Main components: 

 Full container yard; 

 Empty container yard; 

 Warehouse; 

 Railway siding (if required); 

 Gate (access controlled); and 

 Office. 

 Equipment required: 

 Full container handlers (reach stackers); 

 Empty container handlers; and 

 Forklifts (for the warehouse activities). 

4.2.6.1 Typical ICD 

The ICD size and equipment required depends on the projected cargo/container throughput. 

 The optimal size should be a minimum of 30 000 m2; and 

 Equipment: 

 2 x reach stackers; 

 1 x empty container handler; and 

 2 x forklifts. 

A typical facility would cost in the region of: 

 Property:   R 30 mil; and 
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 Equipment: R 16 mil. 

Below is an image of a typical intermodal container facility: 

 Typical intermodal container facility: 

 Other goods Distribution Centre: 

o Consolidation of imported and exported goods; and 

o Distribution of these goods. 

 Consolidated Warehouses: 

o Trucking services are providing a critical role in the logistics process for South Africa. It 

provides the daily door to door road haulage throughout South Africa. Hauling general cargo 

can be from 1 ton to 36 tons loads. It generally consists of palletized goods through to 

machinery and industrial equipment. The logistics are facilitated from all main centre hubs and 

spoke warehouses and then forwarded to all outlying towns using main routes. Hub and Spoke 

Consolidated warehouses can be used in the process of bulk repack and buffering processes. 

 

Figure 21: Consolidated Warehouse Concept 

 Truck stop: 

o Ablution facilities; 

o Overnight accommodation; 

o Shop; and 

o Petrol Depot: 

- Diesel and Petrol and Gas; and 
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- Service Centre. 

Second hand vehicles exported through the border post to Sub-Saharan Africa can also make use of the 

facilities. 

4.3 Logistics as the driver 

Logistics is the lifeblood of the South African economy, providing essential goods transport, warehousing 

and management services for all sectors of the economy.  Within the logistics industry, there also are a 

myriad of supporting business opportunities resulting in economic development in the logistic value chain 

of a SEZ. The study has indicated that the corridor North South Corridor creates opportunities to optimize 

the logistic value chain.  

The Dar es Salaam corridor is one of the key corridors linking the South African economy with central and 

sub-Saharan Africa. It is a key road and rail corridor to Zimbabwe, Zambia, DRC Malawi and Tanzania with 

the following characteristics: 

 Corridor catchment economic characteristics: 

 Population of 110 million 

 GDP of US$ 40 billion 

 Expected GDP growth 6-8% 

 Transport growth 

 Plans to expand to 1 millio TEU capacity  

 Sector growth is projected at 8-10% 

 Opportunity to intermodal hubs 

The market growth clearly supports the growth and development of adequate border facilities to support 

transport operators. The Logistics SEZ could play an important role in the logistic value chain to optimise 

the supply chain by creating economic development hubs in the logistic value chain.  

The following logistic value offerings have been identified for the SEZ logistic activities: 

4.3.1 Business unit: Vehicle Distribution Centre 

This centre will create a vehicle distribution hub in the northern part of South Africa on the North-South 

corridor ideally for vehicle preparation and scheduling before dispatching to the customers. Various 

activities has been identified to be implemented in such a vehicle distribution centre , The activities below 
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have been benchmarked with other successful vehicle distribution centres in South Africa such as the BMW 

vehicle distributing centre in Rosslyn and the VW Centre in Port Elizabeth. 

 The main activities include:   

 Pre Delivery service, each of the new vehicles that are being transported from Durban via South 

Africa to SADC needs to undergo a pre delivery service check before the dealers and or customers 

take ownership of the vehicles. The following activities are standard procedures for these service 

checks:  

o The 20 point service check,  

- Normally fluids like oils, water petrol or Diesel. 

- Engine functionality  

- Electrical compliances  

- Loose Carpets 

- Booklets 

- Safety checks , normally tyres , breaks   

 Dent and Scratches repairs:  This entails a dedicated repair shop for paint scratches and dents. 

The facility will have an area to prepare dents and will have a few portable spray booths where 

vehicles will be re-sprayed after dent repair.  

 Valet Service: Vehicles need to undergo a full valet service to clean the vehicles after a long time 

in containers or on RoRo ships, time on vehicle carriers and/or trains. Some of the vehicles also 

need to be de-greased as some of the OEMs wax the vehicles prior despatch to prevent scratches.       

 Data dot application:  All vehicles in South Africa by law need to be secured by a data dot tracking 

mark. Data dots are sprayed on to the new vehicle in a dedicated spray booth.  

 Accessories: South Africa and Africa can be regarded as an “accessory” continent with nearly 80% 

of all pick-up or SUV’s being fitted with customer specific accessories prior to delivery. This is 

mainly attributed to the lifestyle characteristics of the products and their use for leisure and 

travel in areas where vehicles need protection or additional accessories. The following items are 

common accessories that will be fitted in a VDC: 

o Bull Bars for Pickups and SUV’s  

o Spot Lights for all 4x4’s and Pickups  

o Roof Racks , with additional camping gear to be fitted to SUV’s and other 4x4 trek vehicles 

o Linings for Pickups box and tailgate 

o Canopies, to be fitted to pickups   

o Sidebars for SUV’s and 4 X4 ‘s and pickups  
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o Extra battery units and extra fuel tanks.  These units are typically installed in all vehicles 

traveling long distances in un-serviced areas  

o Safety glass: Protective glass cover (smash-and-grab) or strengthened glass.  

o Tracking devises: All vehicles could be fitted with these devices to comply with insurance 

company requirements.  

4.3.2  Business Unit: Special Vehicles  

The special vehicle industry in South Africa represents a sustainable market in South Africa and Southern 

Africa for many decades. Special Vehicle conversion entails the conversion of an ex-OEM vehicle to create a 

special customised vehicle for specific applications and user requirements. While Special Vehicle 

conversions can be done to almost any vehicle depending on customer’s needs, the more popular vehicles 

used for conversions include Pickups and small, medium and heavy trucks. These conversions can also be 

done at most facilities, but preferably close to the market. Conversions will normally be done with the 

approval of the original manufacturer to ensure the guarantee conditions are not compromised. There is 

also significant manpower and skill involved and some automation depending on the extent of conversion 

required. Vehicle conversion creates job opportunities and skills development. Typical conversions will be: 

 Mining & Industrial applications:  due to the mining activities in the region many pickups and 

medium – heavy vehicles need some conversion for the specific applications that include specific 

lights (eg safety lights for mine applications), bull bars, safety and identification stickers and 

rubberising of exposed areas, such as the box and tailgate and also mudguards. 

 Ambulances:  conversion of pickups, SUV’s or even M&H vehicles for the emergency medical support 

services at various mines, industries or municipalities. 

 Fire protection vehicles.  Similarly pickups or M&H vehicles can be converted or adapted to use as 

firefighting equipment by local mines, industries or municipalities. 

 Hunting Vehicles: Wild game hunting is a successful and growing industry in the Limpopo province, 

attracting local and international hunters. Many pickups are converted for this application.  

 Game view vehicles: Tourism is a relevant and successful industry in the Limpopo province, and it 

creates a market for vehicles that need to be converted for safe transport of tourists while providing 

them with a great African game-drive experience.  

 Mobile Workshops: Mobile special custom made workshops/toolboxes and covers can be 

manufactured in the SEZ and added to a specific Pickup or truck. Mobile workshops are required by 

utility service providers, such as Eskom.  The OEMs servicing heavy and special vehicles in mines and 

most heavy industries make use of converted pickups to service the earthmoving equipment in the 

field.  They require a complete workshop and tools to be transported to the site. 
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 Special transport applications: Conversions of trucks to host special containers such as cool boxes or 

fuel – gas tanks.  The applications suited to the SEZ logistics support providers, will mostly be added 

to rigid trucks.  

These special vehicle applications could create an up-stream supplier base of manufacturers and suppliers 

of pipes, plate metal and many other components used in the manufacture and installation of the special 

boxes, containers, fittings and accessories.  

4.3.3 Business Unit: Medium & Heavy duty vehicle service Centre.  

The location of the SEZ on the North-South corridor positions it to be a value adding centre for vehicle 

servicing. It provides an opportunity to support long haul transport operators with regular servicing of their 

vehicles and trailers on an ad hoc basis or full service on the road. Such a service centre will play a vital role 

in vehicle safety, and vehicle functionality. Services to be offered in such a centre could include a full 

service as per the motor plan or just a minor service to check road worthiness. The minor service normally 

entails checking the fluids, breaks, lights, tyres etc.  There will also be a valet service for the trucks and a 

mechanical repair department where minor rears on the truck can be done. This centre will also comprise 

of a weighbridge as part of the safety and roadworthy test.  

4.3.4 Business Unit : Medium & Heavy Duty Trailer service centre 

There are more trailers than trucks in the transport and logistics industry in South Africa. These trailers 

need to be serviced and maintained similar to the maintenance and safety check of Medium and Heavy 

trucks.  South Africa does not have sufficient service centres that service trailers, especially when compare 

to other countries with similar economic and geographic conditions, such as Brazil. Brazil has a trailer 

servicing centre in each of the main centre and on all its corridors. Typical services that can be provided in 

such a centre include a full 20 point service check of items such as tyres, shocks, oils, breaks and 

mechanical operations. Further service options can include a cleaning service and weighbridge as part of 

the roadworthy and safety check for trailers.   The benefit of such service centres lies therein that the 

transport operator does not have to travel to the major centres for such service and vehicle maintenance 

support.  

4.3.5 Business Unit:  Vehicle Semi Knocked Down (SKD) – de-assembly workshop 

There is a trend in African countries other than South Africa to introduce some level of vehicle assembly in 

their country. South Africa has traditionally been the assembler of vehicles in Africa with little to none 

assembly taking place elsewhere in Africa, except some SKD facilities for trucks and buses in several central 

African countries. Africa has traditionally not been very strict with grey import laws and therefor allows 
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many second hand vehicles to enter the Africa continent from Europe and Japan. Countries like Nigeria are 

now initiating stricter laws with regards to vehicle imports to their country by increasing the import duties. 

The Nigeria government has also introduced a rewarding incentive system if vehicles are assembled (Semi 

Knock Down) in Nigeria. The net result is that many OEMs will now set up, or at least consider setting up, 

Semi Knock Down assembly plants in Nigeria. This will give South African suppliers and OEMs the 

opportunity to export Semi Knock Down vehicles to Nigeria and later to other countries in Africa that will 

most likely follow this trend. This scenario and industry development in Africa also provides an opportunity 

for a vehicle de-assembly operation in the SEZ. Fully built up (FBU) cars and M&H vehicles can be 

transported to the SEZ, de-assembled before crossing the border, transported as a SKD on vehicle carrier or 

in a container to Nigeria or other countries, where they are re-assembled again. 

4.3.6 Business Unit: Vehicle SKD assembly.  

The SA Government has implemented a Semi Knock Down support programme for Mini Busses. This policy 

allows smaller volume importers to be brought into South Africa as SKD vehicles.  These are then 

assembled again o South Africa territory and enjoy the benefit of the specific Automotive Incentive 

programme. Various importers of mini-busses are currently investigating this option.  The SEZ could be an 

ideal opportunity for such an operation to re-assemble imported SKD vehicles.   

4.3.7 Business Unit:  Parts and accessory warehouse 

With a 5% per year growth of the SADC market the need for automotive parts and accessories is increasing 

as well.  The SEZ is close to the gateway into Africa from South Africa and allows for an optimal Parts and 

Accessories (P&A) warehouse. This will be ideal for consolidation, warehousing of these goods, scheduling 

and distribution to the African customer base. Many of these activities will create jobs in the areas and 

contribute to the economic development of the region.  These activities include:  

 Receiving and Dispatching 

 Warehousing  

 Scheduling 

 Delivery vehicle control and management  

 ICT  

 Unboxing and packaging and repacking (bulk beak) 

 Waste management  
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4.3.8 Business Unit: Distribution Centre (DC)  

The Distribution centre is mainly the consolidation centre for freight and goods and supports the 

optimisation of the supply chain.  The DC centres receive goods from various customers, consolidate the 

goods and distribute in an optimized way to the various customers. This centre can also be seen as a 

flexible value adding centre in the supply chain to create synergies with critical mass in the consolidation of 

goods. The following activities are typically performed in such a centre: 

 Sub assembly of parts and modules. 

 Packaging of goods to be distributed to customers. 

 Delivery Vehicle management (maintenance etc),  

 Waste management, due to unpacking and repacking where applicable, these activities creates all 

sorts of waste and needed to be managed in a proper manner.  

4.3.9 Business Unit- container yard  

The container yard will managed and schedule all incoming and outgoing containers, these containers 

needs to be repaired and cleaned before being dispatched to service another customer. Material handling 

equipment to managed these containers needs to be maintained and repaired.   

4.3.10 Business Unit – Intermodal 

This business unit is mainly involved in the transfer of goods from a specific transport mode such as a train 

to another mode such as truck or the other way around. There is normally material handling equipment 

involved such as forklifts and that need to be operated and maintained.   

4.3.11 Business Unit - Fresh produce market logistics   

This unit creates value in the supply chain through services such as re packing, consolidation, scheduling 

and in some cases Cold Room management as part of cold chain logistic support.  

4.3.12 Business unit -  Recycling 

Recycling has become an integrated and important function of any industry, and notably also the Logistics 

and Transport sector. It is not only addressing the Green Agenda but also creates value adding of the waste 

materials and a cost reduction of related products. The recycling and waste management units at various 

operations normally became standalone profit centres. This also requires relevant manpower and skills to 

add the necessary value to this operation which contributes to economic development. Items that could be 
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recycled include cardboard and wooden boxes and paper, tyres, wood, oils, filters, metals (off-cuts etc) and 

other.  

4.3.13 Summary 

The feasibility study and a review of the operations of the logistics industry illustrates that logistics in a SEZ 

can also be seen as an economic development and value adding business opportunity while it provides an 

essential service to other Industries. There is clearly a number of up-stream value adding opportunities in 

the supply chain as long as the SEZ is located close to a main corridor, in this case the North-South Corridor.    

4.4 Logistics Industry Development plan 

The development plan for the logistics industry in South Africa is largely driven by the National Transport 

Master Plan 2050 of the Department of Transport. The following comprises an extract from the Executive 

Summary of the abovementioned plan followed by a brief overview of the role of SIP 2 in the larger plan.  

4.4.1 Introduction 

Transport is a prerequisite, although not a guarantee of the socio-economic development of the Republic 

of South Africa as a whole. The Transport Lekgotla held on 08-09 April 2005 resolved that an “Integrated 

National Transport Plan” should be developed. The Integrated National Transport Plan was later referred to 

the National Transport Master Plan. In the development of National Transport Master Plan 2005-2050 

(NATMAP 2050), it was necessary to identify and crystallise existing perennial problems and those which 

resulted from alternative socio-economic development strategies and indicated how best these may be 

tackled. 

4.4.2 National Transport Problem Statement 

 Transportation systems are characterised by and riddled with problems both within transport modes 

themselves and between these modes; 

 Some elements of transport systems are neither demand responsive nor cost effective; 

 There is poor land use/transport integrated planning in South Africa. Transport is slow and 

inadequate to respond to the needs of committed and/or proposed land use developments. 

Transport is also not playing its optimal role in stimulating economic and spatial development; 

 Poor land use/transport integrated planning is aggravated by sporadic unplanned land use within 

major corridors and urban areas; 

 There is poor accessibility in rural areas; and 
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 Financing of transportation systems, infrastructure facilities, rolling stock, and equipment is 

competing with other public services sectors, with transport getting the lowest priority. 

4.4.3 Project Goals and Objectives 

The NATMAP 2050 goal is to develop a dynamic; long term; and sustainable land use/multi-modal 

transportation systems framework for the development of networks infrastructure facilities; interchange 

terminal facilities and service delivery that shall be: 

 demand responsive to national/provincial/district and /or any socio-economic growth strategy, 

and/or any sectoral integrated spatial development plan; 

 Amongst others, the following identified objectives form the basis upon which the national plan was 

developed: 

 Maximize utilization of existing infrastructure facilities; 

 Development of future infrastructure facilities and improve operations; 

 Development of an up to date and accurate central land use/transportation DATA BANK – 

Geographic information systems (GIS); 

 Promote effectiveness and efficiency of maritime Transport; 

 Integrated multimodal public passenger transportation; 

 Determine the economic role of transport; and 

 Integration of transport and land use development. 

4.4.4 Demographic and Socio-Economic Status 

The influx of the population from rural to urban areas has been noted in areas where there is high 

economic activity. Such an influx has partly been due to high unemployment rates and low job creation 

initiatives in some provinces. This places additional stress on existing transport facilities and infrastructure. 

4.4.5 Land use 

It is recognised that transport planning and the provision of transport infrastructure does not exist in a 

“vacuum” – it is essential to take cognisance of how these relate to land use, sectoral activity and 

settlement patterns. In turn, there is a vast number of legislative and policy and programme initiatives, 

which will have a major bearing on the nexus between transport and land use and economic activity. 

Transport is generally a necessary, but it is not a sufficient condition for economic activity, however 

transport deficiencies can also present a major constraint. The dispersed nature of settlements in many 

provinces results in a mismatch in terms of where people live and where they undertake economic activity. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 122 of 349 

Thus, in transport and land use planning it will be vital to pay close attention to passenger travel and 

freight movement characteristics and volumes. 

4.4.6 Freight movement patterns and trends  

Some of the more specific problems that have been identified include: 

 Since deregulation, the elevated GVM and axle loads allowable have exceeded the engineered load 

limits of existing roads leading to premature failure of pavements and deterioration of surfaces with 

consequent increase in need for maintenance. South Africa is one of very few countries that allow 

unrestricted transit of HGVs over all roads (with the exception of some suburban streets). This has 

accelerated degradation of rural networks in particular; 

 Underinvestment in rail operations, especially locomotives and wagons, has hampered this State 

Owned Enterprise (SOE) in playing its part in ensuring predictable service and attending to the traffic 

on offer. A competitive environment between rail and road has been allowed to cloud the national 

interests of providing the economically efficient logistics service the country needs. Only recently has 

common sense surfaced between the major players and cooperation in the overland transport arena 

is now a much discussed agenda item. It should nevertheless be appreciated that remedial 

investment in railway assets ahead of resolution of the track gauge question is fraught with pitfalls. 

Investors and other stakeholders will need to plot a careful course through this minefield; and 

  Rail freight is increasingly limited to bulk commodities, including steel and iron. It is nevertheless 

appreciated that heavy bulk commodities are the last bastion of narrow gauge railway 

competitiveness. It should therefore be recognized that rail’s re-entry into higher value freight will 

depend on restoring its competitiveness vis-à-vis road, which in turn will also depend on resolution 

of the track gauge question. 

4.4.7 Transportation infrastructure 

The following observations can be noted with respect to transportation infrastructure: 

 The extent of nationally and provincially strategic road network was problematic to quantify owing 

to different sources of information being presented in a variety of formats; 

 The source information for public transport infrastructure (i.e. Current Public Transport Records, 

Integrated Transport Plans and Provincial Land Transport Framework) is dated and in many respects 

questionable. The number of facilities recorded differs over the various sources and many of the 

facility audit fields are incomplete; and 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 123 of 349 

 Network coverage of freight rail network had limited availability from any documentation at the time 

that these reports were compiled. 

The quality and image of public transport has generally deteriorated, particularly because of insufficient re-

investment. The majority of public transport users are captive because of their low income levels. The lack 

of re-investment in the minibus – taxi fleet being older than 14,4 years two years ago – has made it the 

cheapest mode to operate across all volumes and most distances, with fares generally lower than 

subsidised bus services, because there is virtually no inherent capital repayment cost in the way taxis are 

run. However, there are huge consequent social costs of this in terms of safety, quality of service, and 

cutthroat competition. Formal bus services have lost significant market share to minibus – taxis over the 

years. 

4.4.8 Financing and trends 

Some of the more specific issues related to the financial and funding side of transportation include: 

 In some cases there is under spending due to inefficient systems and substantial red tape, especially 

related to delays and inefficiencies in the procurement processes; 

 There are leakages due to corruption and fraud; 

 There are weak linkages between functions and fiscal powers; and 

 There is an absence of direct user charging (use, maintain or replace) mechanisms. 

4.4.9 Energy 

The following observations can be noted with respect to energy: 

 The primary sources of all energy used in South Africa are mainly coal (67%) and oil (20%); 

 While the transport sector consumes 27% of all final energy forms, it uses up a significant 78 % of 

liquid fuels and only 1,6% of electricity, to drive its wheels; 

 The transport sector is almost absolutely dependent on petroleum fuels (98%) and South Africa 

depends for 70% of its oil on imports, mainly from the Middle East; and 

 Road transport consumes 87% of the energy used by the transport sector as a whole, aviation 11% 

and rail only 2%. 

4.4.10 Environment 

Replacing oil with bio-fuels has been identified as a possible solution to the shrinking availability of oil, and 

the raising cost. It needs to be stressed that, in terms of liquid fuels, there is no possibility of business as 
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usual, unless a major oil field is discovered in the near future. Even then the necessity to change to cleaner 

technology will remain. 

4.4.11 Information systems and databanks 

The following observations can be noted with respect to the geographic information systems and 

databanks: 

 A major concern with the data for modelling purposes is the lack of origin – destination (O-D) flows 

between different areas of the country, especially in terms of road freight. The Freight Databank 

does not yet contain any O-D data, and it will require major effort, time and cost to collect such data. 

A number of cost proposals have been provided to the DoT ranging from deriving O-Ds from link 

volumes and knowledge of demand and supply areas, to limited road O-D surveys, and ultimately, a 

comprehensive road O-D survey; and 

 In terms of the national GIS and planning data, a major problem is the lack of proper coordination 

and integration between national departments. 

4.4.12 Institutional aspects of transport 

Some fundamental reasons why institutional issues arise are: 

 Concern with autonomy - creating linkages among organisations and potentially creating new 

organisations (be they virtual or real) can lead to a loss of autonomy for the participating 

organisations. Those organisations may feel they are unable to discharge the responsibilities they 

were chartered to do if that autonomy loss occurs; and 

 Funding sources - institutional issues will occur if funding sources are not consistent with the 

organisation’s mission. If traditional funding sources are directed to, say, capital spending and an 

additional mission focuses on operations, that disconnect generates an important institutional issue 

between funders and funded. 

4.4.12.1 Legislation  

Some of the more specific issues related to the legal side of transportation include: 

 There is a poor track record of policy formulation and implementation that is consistent with the set 

legal parameters; for example, what are the best tools to implement concepts of multi-modalism, 

the public transport priority and the division of functions between the spheres of government in 

accordance with their most appropriate functional parameters? and 
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 Ineffectual regulatory enforcement for issues such as overloading, vehicle roadworthiness and 

licensing. 

4.4.13 Economic and demographic analysis 

4.4.13.1 Economic Analysis 

 Economic activity has been found to be dominantly in the primary industries and the lack of 

conversion of the primary goods produced in those industries to secondary goods (or processed 

goods) requires careful planning of transport services as it implies long distances of goods haulage to 

processing centres; 

 Primary industries are declining in some provinces, causing uncertainty in planning in keeping up 

with the dynamics of economic activity resulting from further dispersion of settlements; and 

 Also, higher levels of economic activity in those areas that will be favoured by development will give 

rise to more employment, resulting in higher incomes, more vehicles and therefore more pressure 

on existing road infrastructure, leading to traffic congestion that in turn becomes a threat to the 

realisation of higher levels of economic growth. The changing level needs of export/import activities 

necessitate better road and rail Infrastructure to ensure alternative means for manufactured goods 

to reach harbours. 

4.4.13.2 Demographic Analysis 

 The uneven distribution of the population, ranging from very low density in the deep rural areas to 

high densely populated metropolitan area is one of the main constraints in future transport 

planning. Such a scenario is also associated with economic activity which is concentrated at the 

metropolitan areas; and 

 The pressures arising from both immigration from outside and in-migration within the borders of 

South Africa have created a complex settlement challenge. Skills related migration is seen internally 

when people as the killed and educated population move to other provinces for better jobs and 

economic prospects. The Immigration Act of 2002 has made accommodation of the import of skilled 

labour. 

4.4.13.3 Land use 

The following conclusions are drawn from the Land Use Analysis: 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 126 of 349 

 Land use and transportation integration nexus is extremely complicated and has major 

developmental impacts at both the micro and the macro levels. Transportation can serve as both a 

structuring element and as an expression of derived demand; 

 The interface between land use and transportation planning is not static, but is highly dynamic and 

that it is subject to influences from both the public and the private spheres; and 

 It has become clear that there are a number of issues to be considered if the interface between land 

use and transport integration is to be managed. 

4.4.13.4 Freight Transport 

As a general overarching conclusion it is recognised that due to the organisational structures and 

institutional framework of the major players in the freight transport arena in South Africa, future 

development of a demand oriented logistics system will require significant policy changes. In particular the 

monopoly position of the major service provider of rail, port and pipeline services is having a negative 

impact on the operational efficiency, provision of adequate equipment and facilities, and extent of services 

to meet present and future demand. The latent demand for rail service on corridors as well as urban and 

rural areas is being met by rapid expansion of road freight transport, causing severe unrecovered 

externalities in the form of road deterioration, congestion, accidents, pollution and excessive freight 

transport costs. 

4.4.13.5 Financing and trends 

South Africa is currently experiencing unprecedented capital formation across the entire spectrum of 

transportation modes and in both infrastructure and operations. The bulk of said spend is by the public 

sector – both fiscus and government agencies (including corporate entities). This commitment is 

underpinned by the resolve to move from a budget surplus in 2007/8 to a borrowing requirement of about 

3% over the medium term. Capital expenditure should reach almost 11% of total government spending by 

2011/12. This comes in the wake of increased overall capex as a percentage of government spending from 

6.3% in 2004/5 to 9.3% in 2007/8. 

Except for the air mode, transportation investments have trailed economic growth and, in fact, come in the 

wake of general ‘divestment’ when considered against requisite spend just to maintain installed 

infrastructure and operational capacity. 

4.4.13.6 Energy and Environment 

Oil scarcity is inevitable; the only question is when and by how much. All indications are that the time 

horizon is about 20 years, at which point the available fuel will have reduced to about 50% of what is used 
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today. The South African transport system (and thereby the economy) is extremely vulnerable to changes 

in the availability of liquid fuel and the price. This is even more so for public transport, where currently 

most people make use of taxis. It can be expected that an increase in the cost of transport will have a 

significant impact on the lower income groups and that they will either be forced to move closer to where 

there are job opportunities, or become excluded from the labour market. 

Below is some of the analysis of the future energy position: 

 The question is whether transport reacts to demand, or should economic and social development be 

built around a sustainable transportation system? The changes are predicted to be rapid, and if 

planning and implementation are not done proactively, there is a significant risk that the economy 

will be severely affected and that especially the poorer echelons of society will be exposed to 

increased hardship as the cost of transportation becomes so high that it excludes them from access 

to jobs; and 

 The second will require co-operative governance and a willingness to make unpopular decisions in 

bringing about modal shift changes, specifically from taxis to buses and/or trains. However, it will 

need advocacy at the highest level, and Department of Transport should focus on this as a priority. 

4.4.13.7 Information Systems and Databanks 

If a national spatial data framework is to offer meaningful analytical support to the aims of NATMAP 205O, 

a number of fundamental changes are needed in the way the DoT operates its information systems. Of 

immediate importance is the need to set up a centralized but internal GIS committee to engineer and 

oversee national structures and GIS development. No longer should provincial departments be allowed 

uncontrolled independence to make unilateral decisions without consideration of the national perspective. 

Rather the key provincial architects of GIS should be the committee and introduce their initiatives into a 

broader framework. Collective custodianship is intrinsic to the success of such an endeavour. GIS, by 

design, is able to offer a wealth of outstanding analysis functionality, given its inherent, core topological 

capability. More attention needs to be directed towards the range of GIS modelling tools that can be 

introduced. 

Thematic interactions, intelligent gridding, lateral thinking and pattern recognitions can all offer useful and 

statistically defensible models to help towards NATMAP’s 2050 goals. 

4.4.13.8 Institutional aspects of transport 

Current legislation needs to be reviewed and amended in order to ensure and promote the proper 

integration of transport modes. The biggest problem from a legislative point of view is that some important 
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principles contained in policies drafted by municipalities/provinces and national government and various 

pieces of legislation are not being implemented. 

If implemented correctly, they could be of great effect. It is imperative, in terms of section 41 of the Con It 

is imperative, in terms of section 41 of the Constitution, that the different spheres of government co-

coordinate their actions and legislation with one another. 

4.4.13.9 Legal and Policy analysis 

The need for a revision of existing transport legislation arises for a number of reasons. The main underlying 

factors are: the emergence of new development patterns, with the redistribution of responsibilities for 

resource management among central and local governments, local communities and the private sector; 

and, even more important, the growing concern for sustainability and increasing awareness of the 

interactions among interdependent activities. 

In many cases, an overall review of the transport sector may evidence the need for new or revised 

legislation. There may be a need to provide a legal basis for issues that are not dealt with under the existing 

legislation, for example activities that have become common but lack enabling legal provisions, or activities 

that are being encouraged. 

Transport policy and legislation have to deal with and reconcile a great number of actors, regulatory 

regimes and property and use rights that interact in the same areas. This simple consideration explains 

many of the difficulties often encountered in the development of appropriate transport legislation. 

4.4.14 Forward planning 

4.4.14.1 Economic role of transport 

Given the recognition that without transportation there would be no travel or trade of any kind, the extent 

of infrastructure investment as well as those related to transport services and the inter-industry linkages 

are integral parts of transport’s overall economic role. Time lags between investments and their influence 

on growth also affect transport’s contribution to the economy. Transport efficiency is also a major 

impacting factor on the GDP, this does not necessarily hold for individual projects and as such the 

application project appraisal methods becomes important in setting of priorities and implementation 

decision making processes. All in all, the basic theme recurs: there can be no economic growth without 

transport but there is no magic in transport. 
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4.4.14.2 Demographic forecasts 

Densification and infill development should take place along public transport corridors, in order for people 

to reduce their driving time to work. The provision of community facilities should become a priority in 

these corridors and nodes. 

Development of rural areas would provide the necessary infrastructure that promote economic activity and 

reverse the movement of people from rural areas as well as make the maintenance of the rural 

infrastructure sustainable. 

The lack of an up to date population policy that is sensitive to the dynamics and movement of the 

population impedes on proper transportation planning. 

Given the continued influx of the population to the more economically developed metropolitan and other 

urban areas and the burden of providing proper transport in the high density areas, public transport 

provision should be supported by population and land policies that actively support population control. 

4.4.14.3 Land use 

Strategies that are formulated to align land use and transportation are geographic specific and are 

formulated on a provincial basis. Below is a brief list of these strategies: 

 The extended Moloto Corridor linking Tshwane (Gauteng) with Jane Furse in Limpopo via the 

Mpumalanga sections of the Moloto corridor using alternative modes of public transport; 

 Establish a strong Development Corridor linking the Southern Cape with Saldanha-Vredenburg 

Growth Motor via Malmesbury, Wellington, Gouda, Wolseley, Ceres, Worcester, Breede River Valley; 

 An extended Multi-Purpose Development Corridor linking the new port and Industrial Development 

Zone (IDZ) of Ngqura (Coega), to Maputo via Port Shepstone, Pietermaritzburg, eThekwini and 

Richards Bay; 

 Corridor development focusing on three major nodes approximately 200km radius around both Port 

Elizabeth (PE) and East London (EL); 

 The Xhariep Route linking the Xhariep Dam with Bethulie, Smithfield, Rouxville and Zastron, where it 

links up with the Maloti route; 

  Link the Lephalale coal field to the Richards Bay Coal Terminal and the Witbank coal-fired power 

stations, with inter alia infrastructure development to enable rail movements to Richards Bay 

Harbour Coal Terminal; 
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 An inter-regional commuter rail network must be developed to link the Highveld high density urban 

areas of eMalahleni and Steve Tshwete with Pretoria, also linking with the Moloto Rail Corridor and 

the Gautrain system between Pretoria and Johannesburg; 

 Focused infrastructure delivery to enhance mining related growth: Infrastructure delivery 

programme to support new mining activities in Bojanala Platinum and Dr Kenneth Kaunda districts; 

and 

 Improving transport infrastructure for Tourism Industry: Upgrading of the primary road to Kgalagadi 

Transfrontier Park (R358) and some sections of the N12 in the province. 

4.4.14.4 Energy and Transport 

The following actions are proposed:  

Short term (2010-2013): 

 Create an energy awareness programme; 

 Promote non-motorized transportation; 

 Promote fuel efficiency measures; and 

 Plan for new long-term transportation infrastructure. 

Medium term (2020): 

 Continue further public education and awareness programme; 

 Finalize long-distance infrastructure investment and planning; 

 Implement transport mode shifts; and 

 Review earlier short-term measures. 

Long term (2030) 

 Implement long-distance infrastructure; 

 Expand the quantity of goods and number of people affected by transport mode shifts; and 

 Review earlier medium-term measures. 

4.4.15 Environmental Management and Transport 

A number of principles are addressed and proposals are made that concern linkages between 

environmental management, land-use and transportation: 

 Demand Management; 
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  Diversifying Options; 

 Integrated Urban Planning and Transportation Planning; 

 Decision making processes; 

 Environmental Protection and Waste Reduction; 

 Land Use; and 

 Energy Use. 

4.4.16 Freight transport strategies 

The following main conclusions are drawn, presented as a vision statement for the freight industry in South 

Africa: 

 Freight Transport operations in all modes will supply services to meet the demands of customer 

industries; 

 Government will supply infrastructure and will manage effective quality regulations; 

 There will be regulated free and open competition within and between all freight modes; 

 Infrastructure usage charges will provide for current rehabilitation and sustainable funding; 

 Freight Transport services will be self-sustaining for both infrastructure and operations; 

 Quality regulation will be based on defined and legislated standards to control externalities and 

ensure equitable competition; 

 Department of Transport will be structured to effectively manage the quality standards, with 

appropriate delegation to provinces and agencies, based on monitored performance contracts; 

 Private sector investment and innovation will be promoted in all freight modes including PPP 

developments in regulation and provision of subsidized social services, e.g. branch lines and rural 

facilities; 

 Effective and appropriate information systems will be developed as part of operator registration 

systems in all modes, to inform policy directions; 

 Effective cross-border procedures and processes will be developed and implemented to promote SA 

regional trade; 

 Intermodal transport will be promoted by removing restrictions on road and rail operations; 

 Long term strategies and measures will be developed to forestall impacts of liquid fuel shortages; 

and 

 Coastal Shipping and a SA Merchant marine industry will be promoted. 
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4.4.17 Infrastructure development plans 

4.4.17.1 Road Network 

South African road network is one of best road infrastructure networks in SADC and the entire continent. It 

includes national roads, provincial roads (R2 and R3 levels), district and local roads. The network is 

currently carrying the most of passenger movements and short and middle distance freight transport. 

Proper preservations of the public assets need sufficient funds. Department of Transport and Road 

Agencies at national and local levels should pay attentions to maintain the road network in order to meet 

the needs of economic development. 

Using First Order Network Assessment (FONA) and EMME2 (Transport Demand Model) from 2005 to 2050, 

the models indicate that most of the provinces will double their traffic volumes. The overloading control 

and broad road safety measurements should be enforced nationwide to serve the routine travel demand 

and growing economy. 

4.4.17.2 Railway Network 

The NATMAP 2050 indicates that standard gauge (1 435 mm) is better than “Cape Gauge” (1 067mm) in all 

respects except for the infrastructure cost that would approximately be between 5-7% or more. However, 

it recommends that the Cape Gauge (1067 mm) of the current network should be retained on the medium 

term for freight and lower speed passenger services due to the cost to change the gauge. Standard gauge 

(1 435 mm) should however always be considered as an option for new services and extensions of existing 

lines where both gauges could be viably accommodated to provide the desirable service levels. (Sections 

could be provided with a third rail or passengers could be transferred at stations). 

4.4.17.3 Airports 

Continued growth at the international airports in metropolitan areas presents a major concern, particularly 

at the three main airports in Gauteng, KZN and Cape Town. OR Tambo International airport is the only one 

capable to handle large traffic volumes and wide bodied aircraft and is predicted to accommodate 210 

million passengers per annum by 2050. Apart from the above no major problems are foreseen to 

accommodate the growth at the domestic and smaller international airports. In 2050 also Cape Town 

International Airport will have to be expanded to the maximum capacity that can be accommodated on the 

present terrain and will operate at full capacity. King Shaka International Airport in Durban will also be 

operating at 80% of the estimated maximum capacity which could be accommodated on the terrain. 
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However, this airport has limited facilities for corporate, general aviation and law enforcement activities. 

Options to accommodate these functions at the smaller airports in the province or at the old Durban IA 

need to be investigated. 

Planning for new international airports at the three main airports, particularly its location and time 

program needs to be executed form a holistic national point of view and any extensions at smaller airports 

within these provinces need to be synchronized with that as well. 

4.4.17.4 Sea Ports 

Sea Port freight handling activities are concentrated mainly in the Eastern Region ports of Richards Bay and 

Durban where in 2007 the throughput was over two-thirds in all categories followed by the Western 

Region. Over two-thirds of all liquid bulk will continue to pass through the port of Durban, followed by 

Ngqura and Saldanha where no new facilities are envisaged during the plan period. The ones at Port 

Elizabeth are expected to be relocated to Ngqura in 2017 or earlier depending on budget allocation. 

Requirements for container facilities will be the key growth segment during the plan period with 

throughputs are likely to increase five-fold with the new Ngqura Container Terminal, which handled the 

first vessel in October 2009, providing the main catalyst. In 2007, 67% was handled through Durban, 20 

percent through Cape Town, while Port Elizabeth and East Landon handled 13 percent. 

4.4.17.5 Pipelines 

Transnet Pipelines (TPL) currently operates all of the pipelines in KZN with Sasol those in Sasolburg and 

related activity areas. Although demand at the Sasolburg refinery is expected to increase between 2012 

and 2014 as a spin-off of upgrades to meet new “clean fuel” specifications the addressable demand will 

continue to be constrained by refinery rather than pipeline capacity. The refinery is expected to “saturate”, 

i.e. reaching its capacity limit of about 5, 6 billion litres p.a. in about 2013/14. There are thus at this time no 

plans to increase the capacity of the crude-oil pipeline as its current capacity of 6,8 billion litres pa is more 

than sufficient to meet demand. 

There is scope for further pipeline development and with private sector investment and competition there 

is likely to be a reduction in costs of transport by pipeline and supply of adequate capacity in the future. If 

all future pipeline strategic decisions and investment is restricted to government parastatals which are 

mainly profit driven and with less focus on national economic stability and security, it is likely that supply 

will lag demand and future tariffs will continue to reflect a monopoly premium and transport logistics will 

be sub-optimal. 
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4.4.18 Finance 

Recommendations for funding sources and governance mechanisms 

 Provincial Transport Investment Funds (PTIFs): A transport investment fund is proposed for each 

province to provide the necessary dedicated funds to fund new and maintain existing transport 

infrastructure in the provinces; 

 Weight-Distance Tax: This form of taxation is proposed for future consideration. To be effective, 

weight-distance charges must collect and relate only basic data elements on a particular 

facility/network during a specific time period, viz., vehicle kilometers travelled, vehicle weight or axle 

weights, and a means of identifying and relating a particular vehicle to the owner and to the mileage 

and weight measurements; 

 User Charge Evolution: A user charge structure that is heavily dependent on fuel tax could face some 

instability when considering both rising input prices for fuel as well as environmental considerations 

into the future. In the South African context, the three spheres all have some roles and 

responsibilities to provide transport. This entails some participation in revenues raised for transport. 

A restructured user charge therefore, appears to be advisable, based upon the following principles: 

 Ownership or licence fee accruing at local level would be an entry fee into the system, taking into 

account the value of the vehicle, type and usage – commercial or non-commercial. 

 Facility use tax (access) accruing at local and provincial levels. This level should reflect facility 

usage – benefit derived, hence allows charges according to mileage. 

 Weight-distance tax accruing at provincial and national levels: This would reflect actual axle 

weight, type of facility, location, distance and time of travel so as to cater for pavement wear; 

 Environmental degradation charge accruing at national level. The fuel levy, stable as it may have 

been in the past – growing with traffic, is bound for structural adjustment in the face of escalating 

prices, environmental concerns, alternative motive power and, hence, fuel sources, energy 

conservation concerns. 

4.4.19 Recommendations for mega transport projects relevant to NATMAP 2050:  

With regard to current infrastructure facilities that are owned by Government, their expansion to meet 

future requirements could be done through concessioning to the private sector with a view that the private 

sector could upgrade and operate such facilities for a certain defined period of time. This would allow the 

private sector funder and operator to recover their investment and associated costs. However, 

Government oversight is always critical to ensure that such facilities are accessible to all and further to 

ensure that they are used for purposes of facilitating economic growth. 
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4.4.20 Agenda for Action 

The main features of the analysis are summarized as follows: 

 The total value of all NATMAP 2050 projects is R751.739 billion over a 40 year period; 

 The envisaged expenditure programme is: 

 19% or R144.375bn in the first 5 years between 2010 – 2015; 

 45% or R335.792bn during 2015 and 2030; and 

 36% or R271.571bn during 2030 and 2050; 

 The provincial distribution of the total projects costs varies between 3% and 31%, amongst the 9 

provinces, with 65% of total cost situated in the three largest provinces containing most of the 

metropolitan areas (Gauteng, KZN and Western Cape). The rural provinces allocation comprises 35%, 

ranging from 3% to 10%; 

 The distribution of total cost by transport sector (or category) indicates that most expenditure would 

be for rail infrastructure with 43% or R326.5b, followed by road infrastructure (27%, R202.0b); 

 A further detailed breakdown indicates that expenditures on passenger rail projects (25%, R191.1b) 

would be the highest, followed by freight rail infrastructure (18%, R135.4b); national roads (16%, 

R122.8b); harbors and airports (12% each, R92b each) and other roads (10%, R78.7b); 

 Provincial infrastructure projects (i.e. projects located within only one province) represents 60% of 

total costs; with national infrastructure projects (projects across provincial boundaries) representing 

39% of total costs; and 

 Financial Institutional Legal and Management (FILM) projects represents less than 1% of total costs 

or R709 million. However, the majority of project planning and design costs are included in the 

estimated capital costs of infrastructure projects. 

4.4.21 The SIP 2 role in the NATMAP 

Government’s Strategic Infrastructure Project (Sip) 2 would be key to unlocking economic development 

and providing much needed capacity along key freight corridors in South Africa, provided that the diverse 

range of public and private sector stakeholders planned and coordinated the roll-out of infrastructure. 

The Durban–Gauteng corridor, by far the most important economic corridor in the country, is expecting 

massive increases in freight volumes. Figures presented by Transnet indicates a 152% increase in freight 

along the corridor, from 762-million tons a year in 2011 to 1.93-billion tons a year in 2041 at a 3.1% 

compound annual growth rate. At the ports, he said they had been dealing with 2 600 vessel-equivalent 

units a year (or 3 864 actual vessels) in 2011. This was expected to grow to 7 000 vessel-equivalent units. In 

the hinterland, the infrastructure has to deal with 2 800 trucks.  The amount of freight will grow and, with 
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it, the number of trucks in the short term. The intermodal terminal in Harrismith, part of MAP SEZ, will 

contribute towards a reduction in road transport and trucks over the medium to long term.   This will also 

ensure that Transnet can provide a better service to the agriculture sector particularly.  

One of the most critical issues is improving access for smaller towns along the corridor, which is in line with 

the NATMAP strategic objectives.  This will require development of feeder routes or branch lines. The City 

Deep terminal and the enhancement of the road network around the terminal, the development of the 

Tambo Springs Inland Port and Logistics Gateway, the terminal just outside Heidelberg and the aerotropolis 

at the OR Tambo International Airport are also key projects in the northern region. 

In the central region, issues that needed to be dealt with included capacity requirements and unblocking 

congestion along the N3, developing the rail corridor to handle the expected volume increases, the 

finalisation of Transnet’s multiproduct pipeline and electricity transmission projects that would support the 

various projects.  

Industry stakeholders support the roll-out of infrastructure for intermodal facilities and are very committed 

to the whole road-to-rail agenda and the provision of adequate public transport. These facilities will form 

the core nodes of industrial complexes going forward.  

Going forward, Naidoo said there was a need for further research to establish the logistical elements that 

were of greatest concern to customers. Issues that needed to be examined included timing, whether it was 

easy to organise international shipments and tracking and tracing capabilities, besides others.  New 

technology developments aim to address these issues and local logistic corridors and nodes with 

multimodal facilities will support the logistics industry at large.  

4.5 Technology Development in Logistics 

4.5.1 Introduction 

South African organisations have over the past decade functioned in some of the toughest environments to 

date. Research projects recently conducted by KPMG analysed a number of supply chain integration 

themes. During these projects a series of person-to-person interviews were conducted with supply chain 

directors (or their equivalent) from 80 companies in KPMG’s network of member firms. Respondents 

represented a broad cross-section of industries and sectors including consumer packaged goods, retail, 

diversified industries, logistics providers, utilities, and telecommunications. 
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These inputs provided valuable insights and the most relevant ones are presented here. Extracted from the 

“10th State of Logistics Survey of South Africa – Bold Steps Forward”; CSIR, Imperial Logistic, Stellenbosch 

University; 2013   

4.5.2 Customer focused  

For the past decade the supply chains in South Africa have been experiencing declining customer service 

levels. Some of the biggest constraints to customer-focused businesses were the lack of appropriate skills 

and inescapable silo-based corporate cultures. Ineffective or non-existent change management 

programmes prevented the shift from silo-based management to integrated organisations. Many 

companies could therefore not make the required adjustment from these traditional practices. 

In response to this dilemma, South African companies are adapting to the shift in consumer power and are 

realigning their supply chain strategies and business models to meet customer expectations by designing 

their supply chains to be customer focused. 

Organisations are achieving this with varying degrees of success. Some 70% of supply chains mostly or 

always attempted to be customer focused, while 27% of the supply chains partially implemented strategies 

to be customer focused. The essentiality of being customer focused is widely accepted, which is a positive 

indicator of supply chain best practice within South African organisations. 

4.5.3 Agility in supply chains  

South African organisations are on average not placing emphasis on designing agility into their supply 

chains. Only 50% of retail organisations are barely or partially incorporating agile design, while 68% of 

manufacturing organisations barely or partially design agility into their supply chains. Practical agility 

requires integrated supply chain structures. 

4.5.4 Collaborating with supply chain partners.  

In 2004 the approach of silo-based, incremental improvements gave very little acknowledgment to 

establishing outward facing demand networks needed with customers and suppliers. This inability of 

organisations to synchronise their end-to-end supply chains prevented companies from achieving their 

goals. 

A decade later, 46% of South African organisations still never or rarely collaborate with their supply chain 

partners, while 46% of South African supply chains are only partially managing to successfully collaborate 

and fully utilise aligned incentives within their supply chains. Aligning incentives and roles across supply 
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chain partners are leading practice strategies. There is a major gap between the knowledge of supply chain 

management and the successful implementation of supply chain collaboration strategies within South 

African organisations. 

4.5.5 Supply chain maturity 

Supply chains in the fast-moving consumer goods (FMCG) industry are far more customer focused and 

demand driven than those in industries dealing with semi-durable and durable products as well as 

industrial products and feedstock where product ‘freshness’ is not so much of a performance metric. This is 

evidenced by the fact that 62% of FMCG supply chains were found to be mature while only 44% of supply 

chains in these other industries made the grade.  

In general, over the past decade (2004 – 2014) South African supply chains have migrated from ‘survival’ to 

‘optimised’ mode, allowing organisations to harness efficiencies, reduce costs and improve service levels. 

While many supply chains have shown this progress, it was, however, noted that the degree of maturity of 

the ‘optimised’ mode differs among supply chains.  

In developed nations, supply chains are migrating to the ‘sustainable’ mode, an area where South African 

supply chains are lagging behind. Main challenges faced in reaching ‘sustainable’ mode include a lack of 

infrastructure, advanced technology, skills and embedded processes. 

4.5.6 Technology within South African supply chains 

Many South African companies are working from severely fragmented enterprise resource planning (ERP) 

and supply chain management systems that have been designed for an individual company. 

This is in stark contrast with the technology requirements of a globally connected world. Information best 

practices are not generally held in high regard within South African supply chains. This impairs their 

integration capabilities as the key frameworks available for integrated supply chain management rely 

heavily on the use of information best practices to monitor and successfully integrate a supply chain. 

In South Africa, as in most emerging markets, most companies are focused on incremental upgrades, 

tweaking and customisation to unlock functionality from existing enterprise-wide technology. In fact, many 

companies are actually still in the throes of implementing enterprise-wide technology to replace legacy 

systems that are simply too old to cope. 

In part, this focus on smaller-scale technology change is a result of both the economic climate (in which 

OpEx investment is scarce) and the rapid pace of change within the industry itself which leads to 
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uncertainty about purchasing decisions. The maturing of cloud technology is a case in point as many 

organisations are still waiting to see how it could change their operations before committing. 

When companies do embark on large-scale technology implementations such as ERP systems, the primary 

consideration is on the financial functionality of the technology and not necessarily the supply chain 

integration requirements. 

 

Figure 22: Supply Chain Integration 

4.5.7 Planning, forecasting and replenishment strategies 

One of the greatest challenges for South African companies has been a lack of planning capabilities. Larger 

and more cross functional organisations have far greater planning difficulties as internal integration is, in 

many cases, still but a dream. However, sustained investment and focus on the implementation and 

successful management of supply chain coordination control methods – especially in terms of planning, 

forecasting and replenishment – has been noted. 

The effective use of supply chain coordination control methods can be particularly noted within the 

manufacturing sector participants. South African organisations appreciate that improving their planning 

processes is still a significant area of opportunity.  

4.5.8 Inventory management 

In general, South African companies hold large amounts of buffer stock, from mining to manufacturing and 

even retail. Notable exceptions may be the recent implementation of just-in-time supply models in retail 
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and automotive supply chains. Responsive and flexible inventory management, drilling right down to 

individual line items in different stores, is also becoming apparent in some retail chains. 

Inventory carrying costs rose from contributing 16.6% to total logistics costs in 2003 to contributing 20% of 

costs in 2008. Rising interest rates was the primary driver of this increase which amounted to R33 billion in 

absolute terms. Integrated supply chain systems will be a key enabler in driving down excess buffer stock in 

South African supply chains. 

4.5.9 Insights for the future 

4.5.9.1 Demand-driven supply chains 

Demand-driven supply chains (DDSC) describe a setup where supply chain partners are tuned in to the 

demand signal that originates at the furthest point of consumption. It is this signal that triggers supply 

chain processes, creating greater alignment, responsiveness and efficiencies along the chain. DDSC has 

game-changing potential for supply chains, drastically increasing customer satisfaction. 

The full benefits of DDSC come from viewing the extended enterprise as a network, sharing critical supply 

and demand information across the network of suppliers and customers. Companies with a networked 

DDSC have more balanced cash flow, experience 1 – 4% improvement in revenue, and see 20 – 30% 

reduction in working capital. Companies with advanced visibility and collaboration also claim that supply 

chain resiliency improves. Increased investment in DDSC capability is witnessed in virtually every industry. 

Since there is only so much improvement organisations can make within their own four walls, supply chain 

executives are looking for better alignment of information and decisions across boundaries with supply the 

time lags that occur in transmitting supply, demand and financial data among supply chain partners – 

remains a massive hurdle to DDSC in the South African context. 

4.5.9.2 Cloud-based supply chain management 

Cloud-based technology is undoubtedly the next generation of opportunity for today’s supply chain. 

Indeed, while cloud is a relatively new technology, its benefits are already becoming blatantly obvious to 

supply chain directors and their executives. 

Organisations will be able to enjoy real-time access to critical information, achieve greater transparency 

across the extended supply chain, reduce their costs to serve, gain flexibility and scalability from their 

technology, and gain the capability to respond to demand and supply pressures as they occur. 
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Although most supply chain operators are positively salivating at the potential offered by cloud, the reality 

is that few seem to actually be implementing solutions. In part, this is because of lingering concerns and 

barriers related to data security. Ironically, the security deployed by most cloud-based technology 

providers now far outstrips that of the organisations they serve. Security, in other words, is a reason to go 

to the cloud, not avoid it. All indications point to the fact that – even if cloud only delivers half of the 

promise that is being discussed – its application to the supply chain will be revolutionary. 

4.5.9.3 Talent 

Leading companies appreciate the value of talent across all organisational levels. Having extremely well-

qualified, talented people at the senior levels in an organisation can be a wasted investment if these 

people are not supported by equally well-qualified and skilled staff at each level and for each supply chain 

function. World class logistics and supply chain people development programmes are:   

 Inclusive, catering for personnel at all levels;  

 Supported from the highest level within the organisation to ensure continuity; and 

 Based on learning outcomes and objectives which are aligned to business objectives. 

While learning is a crucial enabler of success and the delivery of organisational business objectives, 

employees need good role models and champions who understand that the ever-changing demands of the 

profession should not be underestimated. 

4.5.9.4 Collaboration 

In a recent global study conducted by the Economist Intelligence Unit regarding the outlook for 

manufacturing in 2013, KPMG found a strong emergence for companies to establish close-collaborative ties 

with their suppliers. Such companies have realised significant gains in profitability by being more 

responsive to volatile customer demand. 

Beyond optimising inventory and logistics processes, collaboration is opening doors development between 

partners. Companies are seeing their partners as a network rather than a chain with valuable insight that 

can lead to mutual benefit. Shared logistics – where companies pool warehousing, distribution and 

transport resources – is also fast becoming a very attractive reason for companies in parallel supply chains 

to collaborate, especially given the rising trends in South African logistics costs. 

The role of third party logistics (3PL) and other service providers (software vendors, trainers and 

infrastructure companies) cannot be discounted in creating an integrated supply chain. Their hand in 

achieving efficiency and creating visibility has made its mark in the last decade, however much more can 

still be done. 
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4.5.10 Summary 

The development of the Musina Logistics SEZ will support the NATMAP strategy and development plans, 

specifically with regards to the development of intermodal facilities.  Technology development will require 

concomitant skills development and the implementation of new skills programmes at all levels of 

management within the Logistics Industry. 

4.6 Skills Development Plan 

4.6.1 Logistics industry skills2 

The shortage of skills in South Africa is frequently cited as one of the key features inhibiting growth in the 

country’s economy. The lack of availability of a skilled workforce is viewed as one of the key constraints to 

the expansion of business operations in South Africa. South Africa's skills shortage poses a substantial 

limitation on the country's long-term economic growth potential. Due to a lack of the necessary skills it is 

increasingly difficult to productively develop sustainable economic opportunities. 

The skills shortage appears to be a global problem, both in developed and developing markets. It is 

estimated that 39% of businesses around the world are struggling to recruit the right people, and as much 

as 64% cited lack of technical skills as the primary problem. The global talent shortage is inhibiting the 

growth prospects of businesses around the world. A lack of skilled workers is the key issue constraining 

business growth in higher growth emerging economies. Nearly two in five businesses (37%) in the BRIC 

economies believe an inability to get the right workers will dampen growth in 2013. Businesses in the 

emerging economies of Southeast Asia (42%), Asia Pacific (excluding Japan, 36%) and Latin America (35%) 

are dealing with similar talent shortages. Europe reports that although there are high levels of 

unemployment, there is also evidence of skills shortages and misalignments, with certain regions or sectors 

lacking employees who fit their needs. Businesses in Latin America and Asia-Pacific cite lack of creativity 

and lack of skilled manpower (62%) as their top two workforce related challenges. Similar challenges exist 

in North America. Skills shortages vary from country to country but it appears that countries are not 

producing the skills that their economies require. Business environments are becoming more multifaceted 

and employers therefore require far more specific skills. As long as the resulting mismatch between supply 

and demand of skills continues to exist, economies will struggle to achieve the growth and development 

that they require in today’s global environment.  

                                                
2
 An Update of the Supply Chain Skills Gap Survey in South Africa; GERT HEYNS AND ROSE LUKE; Presented at SAPICS 35

th
  Annual 

Conference and Exhibition 
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As the global talent crunch deepens, many countries will find it difficult to hold onto their available talent. 

Developed countries such as the United States, United Kingdom and Australia, with known skills shortages 

in particular areas, have adjusted their immigration policies to ensure that not only is immigration of 

persons with the relevant skills allowed, but encouraged. The implication for developing countries such as 

South Africa is that it is increasingly difficult to retain their available skills, guaranteeing that the well-

documented “brain drain” continues unabated.  One of the most problematic factors for doing business in 

South Africa is an inadequately educated workforce. A basic requirement for global competitiveness is 

primary education, where South Africa is ranked 132 out of 144 countries. An efficiency enhancer is higher 

education and training, where South Africa is ranked as 84 of 144 countries6. In terms of logistics 

performance, South Africa is currently ranked as number 23 in the world, however the ability to perform 

more effectively is largely hampered by logistics competence.  

This clearly indicates that skills are an issue within the country, and logistics skills in particular are 

hampering the country’s ability to trade both within the region as well as with other countries and regions. 

“Africa’s share of world trade is tiny—only 3% in 2009, according to the United Nations Conference on 

Trade and Development. Intra-African trade made up only 10% of total African trade. This stands in stark 

contrast to 22% between developing countries in South America, and 50% between those in Asia.” It thus 

becomes critical to identify the logistics skills requirements in South Africa, so that these acute shortages 

can be addressed to the benefit of trade in and with South Africa and the SADC.  The supply chain skills 

shortage is viewed as one of the top five constraints to South African supply chains and the single biggest 

constraint on competitiveness. Even though unemployment in South Africa remains high, employers are 

finding it difficult to find the right people for their positions. The South African economy therefore needs to 

be able to identify the relevant skills shortages and apply urgent and relevant interventions to resolve a 

situation that has now reached a crisis point. The survey conducted by University of Johannesburg on 

behalf of SAPICS also tested the skills that managers regard as critical when recruiting employees. The 

ranking of the skills over the two survey years (consolidated 2011 & 2012) in terms of perceived 

importance was established and the top ten skills required by employers are shown in the following table. 
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Table 12: Specific Skills Areas 

The most important logistics and supply chain related skills are “Customer focus” followed closely by 

“Ability to plan and prioritise” and “Business ethics”. The top ten highest ranking skills comprises mostly 

“softer” (i.e. Business / Interpersonal = 5) and broad management skills (i.e. General Management = 3). 

“Customer focus” and the “Ability to see the big picture” are the two most important logistics awareness 

(LA) skills that are viewed as essential by the respondents.  

4.6.2 Education and experience requirements  

Employers have clearly indicated that education is critical at all levels in the supply chain, with only a tiny 

proportion indicating that education is not important on an operational and tactical level. On operational 

level, South African businesses generally expect at least a high school education, if not more. 

At the tactical level, businesses generally expect some form of tertiary education and at strategic level, this 

increases to a general minimum of a bachelor’s degree as illustrated in the following figure: 
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Figure 23: Level Of Education Required 

Similar patterns are indicated regarding experience and generally it is expected that some level of 

experience is required, even at operational level. This increases at tactical level and even further at 

strategic level, where the majority of businesses require at least five years of experience. 

 

Figure 24: Years of Experience Required 

This study provides a strong indication of the skills required in South African supply chains. The results 

imply that there are significant skills shortages in the supply chain industry in South Africa and that urgent 
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interventions are required to attract and retain the skills needed to operate efficient, effective and 

competitive supply chains. These severe skills shortages have a significant impact on the competitiveness 

of South African supply chains and the ability to develop commerce with our major trading partners. 

Studies need to be conducted into the extent to which the skills shortages impact the country’s 

competitiveness and its economic growth and development. Understanding the real impact of the skills 

shortages on the economy could provide the impetus to implement the interventions the country requires 

to address these critical skills shortages. 

The Association of Operations Management of South Africa (SAPICS) is a professional knowledge-based 

Association that enables individuals and organisations to improve business performance. SAPICS builds 

operations management excellence in individuals and enterprises through superior education and training, 

internationally recognised certifications, comprehensive resources and a country-wide network of 

accomplished industry professionals. This network is ever expanding and now includes associates in other 

African countries.  SAPICS offers exceptional training programmes, internationally recognised certifications 

and comprehensive resources, professional development as well as a conference and exhibition - the 

industry's premier educational and networking event in Africa. 

As a professional membership-based Association, SAPICS aims to advance individuals and organisations in 

the supply chain field, through participation in its educational programmes, conferences and events. In 

order to meet the needs of the broader community around the continent, SAPICS is supported by a strong 

network of valued Authorised Education Providers. SAPICS is South Africa's leading source of knowledge 

and expertise in supply chain and operations including production, inventory, materials management, 

purchasing, distribution and logistics. SAPICS is closely affiliated to APICS - The Association for Operations 

Management in America. 

4.6.2.1 Certified for Success 

SAPICS Education Offering: 

SAPICS is the leading provider of high quality education programmes aimed at advancing supply chain and 

operations management professionals' ability to succeed in a changing and increasingly competitive 

market-place. 

4.7 Summary 

The feasibility study indicated that the establishment of the Musina Logistics SEZ is viable and can play a 

significant role in the transport of goods from South Africa to the SADC and Sub Saharan countries while 

also providing a route for imported products from these regions.  As the economies of SADC continue to 
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grow, the need for capital equipment will increase especially if the SADC countries follow a policy of 

industrialisation with the intent to reduce their countries’ reliability on imported food and food products.   

This will pave the way for South Africa to become a key supplier of capital goods to these markets as well 

as a supplier of input materials such as fertilisers and agro-chemicals. 
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5. Sector and Policy Specialist – Petro-Chemicals 

5.1 Detailed Industry and Sector Assessment Studies 

5.1.1 Value Chain Analysis of Coal-to-Hydrocarbons 

There is currently a project underway that is exploring options to maximize the value of the coal resources 

near the Musina SEZ, for example to convert coking coal to coke, and thermal coal to methanol, diesel and 

chemicals. The Musina SEZ CTH (coal-to-hydrocarbons) projects are planned to be constructed in the 

Limpopo Eco-Industrial Park (LEIP). Analysis of the thermal coal resources show excellent characteristics for 

coal gasification and conversion to syngas liquids, particularly its high fixed carbon content and low in 

sulphur, chlorine, moisture and ash. Considering improved coal gasification technology and this coal quality, 

the scope for downstream products is significant. 

5.1.1.1 Scope 

The following figure outlines the scope of the Musina SEZ CTH (coal-to-hydrocarbons) study and shows 

methanol as a versatile platform for evacuating “coal energy” from a stranded coal resource. 

 

Figure 25: Study scope: Methanol platform3 

Methanol and conversion of methanol to derived products offers the opportunity to maximize 

transportation economics by extracting waste streams and transporting/distributing only higher value 

products. Technically, storing methanol in tanks and transporting it via pipelines does not pose any 

                                                
3
 Methanol Platform: Conversion of syngas to methanol as a basis for developing methanol derived products such as gasoline, di-

methyl ether, olefins and other organic chemicals. 
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problems. Methanol tanking-pumping-piping has been demonstrated successfully, examples are two 

long distance test runs in Canada (crude line from Alberta to Barnaby c. 1150 km and Cochin LPG pipeline 

c. 3000 km)4. Although it is slightly more toxic than gasoline, being easily biodegradable, spills of 

methanol persist for shorter duration in the environment when compared to petroleum spills5. 

5.1.1.2 Southern Africa Regional Scenarios 

The Musina Coal to Hydrocarbons (MCTH) project team engaged the Energy Research Centre (University 

of Cape Town) and a local energy consultant, CMCS, to assist with the development of three specific 

regional scenarios. 

The regional scenarios assumed the same level of economic and population growth in all cases. 

These scenarios were used to develop a view on the potential volume, timing and value of MCTH 

products for the regional market. 

5.1.1.3 Study Approach – The Use of the 5 – C Framework 

Investment decisions for large energy developments, like the Musina Coal to Hydrocarbons (MCTH) 

project, are advised by consideration of five (5) critical uncertainties: 

 Crude oil price: Crude oil is increasingly becoming the price marker for energy products, largely 

through the globalization and increase in trade of LNG, the conversion of gas to liquids (GTL) and the 

increased appreciation of the opportunity value of natural gas by major resource holding 

(MRH) countries. Aggressive increases in crude prices, and all commodities directly linked to oil, 

have been felt over the past 4-5 years. As a freely traded and fungible commodity, crude oil prices 

are influenced by both short-term effects and longer-term trends as defined by hydrocarbon 

production fundamentals. Additionally, the political drivers of MRHs (e.g. OPEC) can influence 

both short-term effects and long-term trends of oil/gas prices. The long lead times to the 

development and long production horizons of energy projects argue for a principal focus on longer 

term trends in oil price developments rather than short(er) term effects; 

 Capital costs (CAPEX): The last 4-5 years have seen a substantial increase in the investment costs of 

projects as represented by EPC and commodity prices. This trend reflects a strong relationship to 

global economic activity (major project developments) and commodity / energy prices. An 

important observation is that the trend towards higher CAPEX has generally lagged behind the 

upward trend in crude oil price. This lag is partly explained by the infrastructure and real estate 

development activities in the Middle East, stimulated by significant national revenues from high 

                                                
4 Beyond oil and gas: The Methanol Economy by G.A. Olah et al. ISBN 3-527-31275-7 
5
 http://www.epa.gov/otaq/consumer/fuels/ altfuels/altfuels.htm 

http://www.epa.gov/otaq/consumer/fuels/
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oil/gas prices; 

 Connectivity to Crude price: Energy economies that are significantly dependent on hydrocarbon 

(oil or gas) imports provide a strong basis for linking the prices of energy products and organic 

chemicals to the price of crude oil. The extent to which such a link supports energy project 

investments in Southern Africa is a critical consideration. Product pricing in reference to 

international crude prices is a well- established and continuing practice in the Southern African 

transport fuels sector. The increasing use of diesel (LNG, CNG or LPG) as a power generation fuel 

for gas turbines should of necessity lead to the reflection of oil/gas price exposure in this 

sector; 

 Call on product: The volume, timing and value of demand for methanol or its derivative products 

will define the real demand to underpin the material investment represented by the MCTH project. 

The electric power and transport fuels sectors are the primary avenues of real demand for energy 

products in the Southern African market. This requires an understanding of competing products 

and their logistics for these sectors, as these will be the price makers for MCTH products; and 

 Coal price: Apart from CAPEX, fuel/feedstock input cost is the most significant determinant of the 

costs of energy products and consequently defines the robustness of investment economics. Coal 

consumption/conversion systems are generally more capital intensive than oil/gas based systems. It 

is therefore critical that coal consuming developments benefit from controlled feedstock cost 

exposure relative to product price movements. Coal price/cost is a key control point for EIS/MCTH 

where ownership of the coal and stable input costs to mine-mouth developments offer a significant 

advantage over imported crude/gas/coal based developments. This argues for the MCTH coal 

supply system to be a fully integrated value chain with limited payment or custody transfer points. 

These 5 uncertainties are systematically explored for each of the CTH value chains by using a 

proprietary network simulation and optimization tool, as shown in the figure below. The tool supports 

the modelling of coal supply into an infrastructure that converts coal into syngas and subsequently into 

methanol or one if its derivatives like DME or gasoline or polypropylene. The optimisation vehicle 

returns the preferred upgrading route on the basis of demand and netbacks returned by markets for 

methanol, DME, gasoline and polypropylene. The rank order of attractiveness follows from running the 

tool in simulation mode. 
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Figure 26: Value chain modelling through the 5-C framework 

The framework is 100% data driven. This implies that key data have to be defined for the supply of 

feedstocks and utilities (coal quality, quantities, pricing, BFW, power). The coal conversion 

superstructure is described in terms of yields on intake, fixed costs and capital requirements for 

various conversion / production capacities. Products need to be disposed to markets. A distribution 

network has been defined together with modes of transportation, and corresponding unit costs have 

been estimated. A longer-term outlook on product demand will be developed through a detailed market 

analysis and scenario workshop. As a result this approach supports strategic investment decisions 

leading towards profitable and competitive investments in coal to hydrocarbon value chains with an 

ensured technical viability 

5.1.1.4 Technology Assessment 

Technologies considered for deployment by the Musina Coal to Hydrocarbon project were reviewed in 

terms of maturity and key performance items. 

The Shell Coal Gasification Process features a syngas cooler and is operational in 6 facilities with 

proven high availability (> 85%). An alternative gasification technology using the water quench concept has 

passed the rigorous internal technology release programme in Shell, has a number of patents pending 

and is currently under design for two projects (PowerGen in the UK and ZeroGen in Australia). The current 

maximum design capacity of the Shell gasifier is 4000 tpd of coal. 

Methanol process technology has been proven extensively, particularly with natural gas derived syngas for 

the production of 5000 tpd of methanol in the Middle East and the Caribbean. 
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The technology is considered mature with a number of well-respected companies licensing the technology 

(Lurgi, DPT, One Synergy, Haldor Topsoe). China is at an advanced stage of constructing coal based mega-

methanol facilities and these plants will have been in operation for a number of years before the MCTH 

projects reach a final investment decision or financial close. 

The Methanol to Gasoline process technology was developed by Exxon Mobil in the early eighties and 

demonstrated in New Zealand on the basis of natural gas at a capacity of 14500 bbl/d (the envisaged MCTH 

capacity is some 17000 bbl/d). Uhde is currently licensing the MTG technology on global basis. Two coal 

based MTG plants are currently under construction in China and a number of other feasibility studies have 

been announced. 

The di-methyl ether (DME) process is currently being commercialized in China, up to a capacity of 620 ktpa. 

There are two process licensors: Haldor Topsoe and Toyo. 

Lurgi is developing the Methanol to Propylene process. No commercial plants are in operation yet. Two 

plants are currently under construction in China with capacities up to 520 ktpa propylene. 

Polypropylene processes are very mature with capacities up to 500 ktpa with multiple process licensors, 

including LyondellBasell. 

Conversion of the full capacity of an 1800 ktpa methanol facility into a single product would require 2 world 

scale DME units (c. 2 X 620 ktpa) and a nominal scale up (to 550 ktpa) of the largest methanol to propylene 

unit being deployed in China. 

5.1.1.5 Ranking Value Chain Options on an Integrated Cost Basis 

The figure below shows the integrated costs of the value chain options studied. This analysis assumed 

100% loading of the plants. Integrated cost is the aggregate of cash costs and a capital charge. For 

this study a capital charge of 11% was assumed to cover depreciation, tax and a return on investment of 

8%. This analysis showed that methanol production offers the lowest cost per ton of product. The other 

value chains suffer for the low efficiency in conversion of methanol and the higher capital cost for more 

process units. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 153 of 349 

 

Figure 27: Integrated cost levels MCTH options 

5.1.1.6 Relative Robustness of Coal to Methanol and Coal to Gasoline Options 

The following figure shows how economic robustness develops with crude price taken as flat RT over the 

lifetime of the project for the “coal to methanol” to power option and for the “coal to gasoline” option. 

 

Figure 28: Robustness of Coal to Methanol for Power vs. Coal to Gasoline 

This figure illustrates that in a “lower priced crude world” where a lower capex escalation is to be expected 

(c. 4% nominal increase or 1% above inflation), earning powers for the “coal to methanol for power” option 

are robust as of 90 $/bbl (flat RT) with 11% IRR and increases to 16% IRR at 110 $/bbl. A “higher priced 

crude world” (110 - 130 $/bbl) on the other hand, could face higher capital escalation rates (e.g. 14.3% 

nominal). Even in this business environment the “coal to methanol for power” option shows IRRs ranging 

between 10% ($110/bbl flat RT) and 15% (130 $/bbl). 
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However, it is improbable that oil prices would remain flat in real terms while capital costs escalate at rates 

above inflation. As energy is the “lifeblood” of economic activity, it is equally improbable that sustained 

lower oil prices would not lead to a correction in capital costs. Without these eventual balancing 

adjustments, in the relationship between capex and oil prices, investment in oil production and energy 

systems more widely would become unstable and stall. 

The relative robustness analysis showed that the direct commercialization of methanol into the 

hydrocarbon space (in power generation on a diesel LHV parity basis or as a blend stock on a gasoline LHV 

parity basis) presents the most robust case for the MCTH complex. Based on historical precedent in the 

transport fuels sector and the confident assumption that such commercial contracts can be realized, also in 

power generation, the direct marketing of methanol shows robustness in both a “low capex low oil price” 

setting and in a “high capex high oil price setting. Using MTG as an example, all further conversion value 

chains of methanol are relatively less robust, but potentially still economically viable subject to how 

commercial contracts are structured to support downside risk and share upside potential as oil (and gas) 

supply tightness returns. 

5.1.1.7 Conclusions 

Most of the technologies being considered for the MCTH development have been substantially confirmed 

by previous demonstration projects and commercial developments – notably syngas-to-methanol and 

methanol-to-gasoline. To the extent that any further de-risking of technologies is required, projects in 

China are already under construction (notably DME and MTP) and are expected to be in production before 

a final investment decision on MCTH will be required. 

The technical and commercial prospects for an agreement for the use of methanol to fuel power turbines 

have been substantially supported by at least one original gas turbine equipment manufacturer (OEM). A 

significant body of literature is available on the efforts invested by GT OEMs to demonstrate the suitability 

of methanol and DME as turbine fuels. 

The uncertainty framework represented by the 5C structure suggests that a plausible opportunity space for 

the development of an MCTH complex can be developed. It is however apparent that the scale, inherent 

complexity and the strategic importance of such a development for the region would require a balance of 

project specific and macro-economic factors. This will require a coordinated effort to secure support and 

commitment from the government(s) and financial institutions and the involvement of one or more 

partners to drive the project through its various stages of de-risking. 
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The assumptions made in the initial premises discussions were arguably too simplistic and not sufficiently 

reflecting of the complexities to be considered. Remaining uncertainties with respect to future oil price 

outlooks, capital cost tendencies and the inter-relationship between these require a focus to develop a 

case acceptable to financiers. These uncertainties are common to the oil and gas and power industries and 

mechanisms for mitigating these exposures in the process towards a final investment decision should be 

explored. 

The study showed that the transport fuels and power markets of Southern Africa offer sufficient volume 

opportunities for a methanol platform within the timeframe considered for the MCTH project (as of 2014 

and continuing to increase beyond that timeframe). A final decision on the initial markets (power and/or 

M10 and/or gasoline), and further volume growth opportunities, for the MCTH complex will be subject to 

strategic choices and tactical considerations to drive successful multi-party negotiations. 

The opportunity for an MCTH complex to define its pricing relative to internationally traded and hard 

currency denominated hydrocarbons (diesel, gasoline, LNG, etc.) is a strong proposition. All value chains 

considered demonstrated the importance of the price spread between mine-mouth coal and imported 

crude oil or oil-derived products. This strongly favours the development of a fully integrated mine-mouth 

coal-to-hydrocarbon project to develop a strong hedge against an uncertain oil price outlook, which will be 

influenced by many factors outside the direct control of the project. This includes an expected shift 

towards more challenging and more costly hydrocarbon production developments into the future. 

Against the increasingly tight power supply and liquid fuels market, and considering  diesel  and gasoline 

LHV price parity relative to new refinery developments, direct methanol marketing and methanol-to-

gasoline conversion economics showed sufficient promise to warrant further pursuit. 

Methanol would be well positioned to compete against diesel (or LNG) as a fuel into the peak- and mid-

merit order of the power generation system. The coal to methanol for power option featured as a very 

robust option. With both oil price and capex escalated at the same rate of 4% AAI (or 1% above inflation) 

an IRR of 12% was realised. With oil price escalated at 7% (or 4% above inflation), the economics became 

significantly more attractive with an IRR of 14% for capex escalating at 14.3% and an IRR of 19% with capex 

escalating at 4%. The case with capital costs escalating at 14.3% AAI to start up would require a flat real 

terms oil price of $100/bbl to deliver an IRR of 8%. A project lifetime price series of $100/bbl flat RT is equal 

to a 2008 price of $66/bbl escalating at 7% AAI (or 4% above inflation) to a maximum $200/bbl (RT), on an 

NPV8 basis. The timing of the use of methanol to power should receive attention, moving the start-up date 

from 2017 to 2014 improved the IRR from 19% to 20%. 
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The M10 transportation fuels market offers a high price opportunity for methanol as a blend stock on an 

LHV parity basis to gasoline. However, the gasoline market is not deep enough to capture 1800 ktpa of 

methanol. By 2014 only some 1000 ktpa of methanol could be disposed into the gasoline pool as M10. The 

peak-to-mid merit power market could consume the c. 800ktpa balance of methanol or any surplus would 

need to be exported. Potential exports could in the near term-to-medium term be exposed to cheaper 

methanol from low cost natural gas to methanol plant. Methanol transportation costs, e.g. to M10 

blending depots, would be a key consideration to avoid value leakage. 

The conversion of syngas to methanol to gasoline is still economically robust, but less so than direct 

commercialization of methanol. With crude price escalating at 7% and capex escalating at 14.3% an IRR of 

c. 8% was achieved. With crude escalation at 7% and capex escalating at 4% the IRR achieved was c. 12%. 

With both crude and capex escalating at 4% the IRR was c. 6%. The case with capital costs escalating at 

14.3% AAI to start up would require a flat real terms oil price of $130/bbl to deliver an IRR of 8%. A project 

lifetime price series of $130/bbl flat RT is equal to a 2008 price of $88/bbl escalating at 7% AAI (or 4% 

above inflation) to a maximum $200/bbl (RT), on an NPV8 basis. 

At 114 $/bbl crude flat RT (or c. $75/bbl 2008MOD escalating at 7% AAI), the integrated costs for the 

production of gasoline from coal is breakeven with the integrated costs for gasoline production for a new-

build refinery of 220 kb/d (capex $5 bln mid-2008) with capex escalation of 4% AAI. The higher the crude 

price, the more attractive gasoline from coal becomes relative to gasoline from crude. The breakeven point 

for the “coal to gasoline” option to be more attractive over “gasoline from crude”, moves to lower crude 

prices in a world of escalating crude prices. 

Polypropylene (PP) has to target export markets as the South African market is small and more than 

saturated by Sasol and Safripol supplies of PP on the basis of advantaged feedstocks (CTL by-product 

streams). 

In the international polypropylene markets PP ex MCTH competes with natural gas based PP from the 

Middle East. The common target export market is China. PP ex-MCTH into China would be challenged by 

indigenous coal based polypropylene production, at least until China experiences significant indigenous 

coal shortages. 

Market opportunities for DME were considered limited. Only the use of DME as 100% mass transportation 

fuel is foreseen beyond 2025. Major limitations relate to the lack of LPG like transport and storage systems. 
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5.2 Market Analysis 

Currently the only real market analysis work done by the Limpopo Eco-Industrial Park on this sector is for 

the urea market and the coking coal markets. 

5.2.1 Existing Market Size, Structure and Seasonality for Urea 

Market data based upon historical research and adjusted based upon the current estimated total market 

size (derived from imports). 

The urea market has two high level segments, namely industrial customers (i.e. those that use urea as a 

raw material or blend-stock for their end-products) or direct end-users (i.e. primarily agricultural end-

users). 

The market segments evaluated are: 

 Direct Industrial consumption: 

 Fertilisers – liquid and dry blends; 

 Animal feeds; 

 Resin manufacturing; 

 Indirect Commercial consumption: 

 Trading and chemical distribution companies; 

 Farming co-operatives; 

 Direct farming consumption: 

 Large crop farming; 

 Animal feedlots; 

 Specifications and Technical Requirements; and 

 Based on available information: 

 Up-to-date Trade data (new research): 

o Historical SA import statistics provided for a period of 10-years up to and including 2013, 

showing volumes and FOB prices; 

o Regional urea imports for other Southern African countries provided for the period 2008 – 

2012; 

o Global urea trade assessed for the period 2008 – 2012. Includes volumes and value (US$’s), 

including major importing and exporting countries globally; 

 Supply of Urea: 

 The existing suppliers of urea in South Africa assessed based upon available information: 
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o Supply volumes and sources of material; 

o Relationships with suppliers; 

o Distribution infrastructure; 

 Trends, Developments and Medium Term Forecast: 

 Existing trends and developments in applications that can influence the future consumption of 

urea are assessed. This includes the inter-product competition of urea with alternative Nitrogen-

sources in fertilisers (e.g. ammonium nitrate), where ammonia is currently imported and a new 

local urea source can replace ammonia based products. 

5.2.2 Conclusions and recommendations 

Based upon the information, initial conclusions and recommendations regarding the realistic current and 

medium term market potential for a new, competitive urea supplier are provided. 

5.3 The Coking Coal Market 

Industrial Solutions based the feasibility study for the proposed coke plant on around 1 million tpa ferro 

alloy coke as well as potentially around 500 000 tpa metallurgical coke primarily for deep-water exports. A 

phased approach starting with 1 million tpa coke is expected to reduce the overall risk of the project. 

In terms of coke making technology selection, it is imperative for a new plant to employ state of the art 

technology to increase overall efficiencies in terms of coal conversion, as well as the use of utilities, in 

particular water but also electricity. A further critical aspect is the ability to have more flexible operational 

abilities in order to cope with sudden increases/decreases in coke demand. The ability to close down and 

restart coke ovens will be a strategic advantage for a new plant, and is mainly related to the choice of 

refractories. 

The coke production technology is the same for ferro alloy and metallurgical grades coke, but different coal 

sources will be required. It is recommended that coal sources for both metallurgical and ferro alloy coke 

are secured on the basis of long term contracts based upon a ratio of the international coke price (e.g. 50% 

of the reigning Chinese Export F.O.B. coke price), and not the reigning coking coal prices. This will increase 

the financial viability of the new plant significantly and eliminate periodic periods of relative high coal 

prices. Consistency of the coal sources are also critical, as this will impact upon the consistency of the coke 

quality. 

In terms of a market entry strategy, the following recommendations are made: 

 As far as the product is concerned, two grades need to be supplied: 
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 Ferro Alloy coke: Primarily for the local market. Consistent quality is important and a high 

reactivity/high fixed carbon and low sulphur and phosphorous required; 

 Metallurgical Coke: Primarily for the export market. Consistent quality and conformation to 

international standards for metallurgical coke required. Most important are physical strength, but 

also low sulphur and phosphorous; 

 The bulk of the local demand for ferro alloy coke is in the northern inland provinces of South Africa, 

although there are a few plants in Kwazulu Natal. A new plant in northern Limpopo will have 

logistical supply advantages to most ferro alloy customers, compared to both imported coke and 

locally supplied coke from ArcelorMittal (except for their smaller supplies from Pretoria). Customers 

prefer deliveries in bulk by road, as these are more certain in terms of delivery times; 

 There are relatively few customers of coke in SA, and most operations are part of larger groups (e.g. 

Glencore, Samancor). Direct marketing using full-time senior technically trained and experienced 

marketing personnel at group and plant level is therefore recommended; 

 A new coke supplier would have to be able to assist technically with the application of coke by the 

customers, and be involved in tests to ensure the customers operations are optimally employed for 

the new coke. Industry specialists/consultants can also be contracted to ensure the coke from the 

new plant is perfectly suited for customers’ operations; and 

 It is further recommended that coke prices offered to local customers are in the order of 5 – 10% 

below the reigning delivered prices of imported coke. It should be possible to secure long-term 

contracts on this basis, as well as securing 100% of customer’ requirements. 

5.4 Summary 

The proposed Carbon to Hydrocarbon (CTHC) plant will make use of the coal reserves present in the 

Musina area and access to the transport infrastructure which will enable the products to be distributed 

throughout South Africa, the SADC countries and internationals markets. 

The proposed plant will not make use of SASOL technology but the intention is to make use of one of 

several new generation (Carbon to Liquid) CTL technologies. These technologies include the following: 

 The Shell Coal Gasification Process which has been proven in various plants around the world and 

offers many advantages.  The process produces syngas.  All the coal will first be processed through 

this gasification phase. The advantages of the Shell gasification process are improved yields and a 

cleaner process (environmentally acceptable); 
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 The syngas is then processed into methanol which is the primary product for further processing into 

a variety of products. The downstream processes and products that can then be produced include 

the following: 

 The methanol to gasoline processing technology was developed by Exxon Mobil in the early 

eighties and demonstrated in New Zealand using natural gas; 

 The Haldor Topsoe (Denmark) and Toyo Engineering (Japan) processes produces di-methyl ether 

(DME) from methanol; 

 Methanol to Propylene.  Lurgi is developing the methanol to propylene process. No commercial 

plants are in operation yet; 

 Propylene to polypropylene (PP).  The conversion processes to convert propylene to 

polypropylene are very mature. A number of process licensors, including companies such as 

Lyondell Basell, can provide technical support and turnkey projects.; and 

 The processing technologies deployed in the various processes will produce a wide range of by-

products, such as waxes, black tars, ammonia and urea (agriculture fertilisers), LPG (Liquid Petroleum 

Gas), a range of solvents, linear Alpha-olefins and ethylene. 

While the technological viability of the proposed processes appears sound, the economic viability of the 

project depends largely on the price of coal and the price of crude oil.  These prices are driven largely by 

the OPEC oil producers and international supply demand dynamics.  The long term outlook for crude oil 

prices is projected to increase.  The target markets for the various products are mostly the export markets, 

such as China for DME and PP, South Africa and Sub-Saharan Africa for the lesser by-products and gasoline. 

5.4.1 Product overview 

The proposed CTH (Carbon to Hydrocarbons) project will produce a range of products directly, ie methanol, 

Di-methyl ether (DME), polypropylene (PP) and transportation fuels as the primary products.  A wide range 

of downstream products can also be produced from the by-products and primary products of the proposed 

process and plant. 

5.4.2 Methanol 

There is a growing worldwide demand for methanol. The projected sales of methanol will come from Deep 

Sea sales of methanol into China. Methanol from the MCTH (Musina Coal to Hydrocarbons) project has to 

compete with Natural Gas based methanol from the Middle East and indigenous methanol from coal. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 161 of 349 

5.4.3 Di-methyl ether (DME) 

DME is difficult to transport and has no immediate uses in South Africa although extensive use of DME 

occurs in China. 

5.4.4 Polypropylene 

SA is largely self-sufficient in the production of PP and even exports it at present, however, there is a 

growing demand for PP worldwide. Deep Sea sales of polypropylene into China are probably the only 

export option for the Musina Coal to Hydrocarbon (MCTH) complex if it were to manufacture PP. 

5.4.5 Transportation fuels 

Opportunities exist to supply the increasing demand for both Gasoline and Diesel as transportation fuels in 

South Africa. The viability of these opportunities will depend upon a number of factors, most notably: 

 Availability of supply on the spot markets and crude availability – since market prices are determined 

on an import parity pricing system; 

 Cost competitiveness of any new supply with the BFP (Basic Fuel Price) formula; 

 Opportunities to benefit from transportation cost differences; and 

 The successful negotiation of an off-take agreement with an established fuels retailer to bring the 

gasoline or diesel to market. 

5.4.6 Other downstream. 

5.4.6.1 Ammonia 

Ammonia can also be produced from syngas and will become increasingly important. Ammonia is produced 

by Sasol from two distinct Sasol processes – from the Coal-to-Liquid Fuel process in Secunda and from a 

dedicated ammonia synthesis process using reformed natural gas in Sasolburg. South Africa is a net 

importer of ammonia and typically between 60,000 and 100,000 tons is imported annually.  

The total South African ammonium nitrate market is around 500,000 tpa as nitrogen, or 1.4 million tpa as 

ammonium nitrate. Inland prices are around R1,500 per ton. Most of the ammonium nitrate produced is 

actively converted into end-product explosives and fertilisers. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 162 of 349 

5.4.6.2 Urea 

Synthesized from ammonia and carbon dioxide (CO2), urea is the only primary nitrogen product chemically 

classified as organic (because of its carbon content). Because urea is produced from ammonia and carbon 

dioxide, which is a by-product of ammonia production, all urea plants are located adjacent to or in 

proximity to an ammonia plant. Most world output is in solid form (prills or granular, or crystalline for 

specialized small-volume uses). 

Urea is an important component to the fertilizer industry (N: Nitrogen) and is currently imported.  

5.4.7 Other by-products 

5.4.7.1 Ethylene 

Ethylene is one of the major petrochemical feedstock products, primarily used to produce polymers such as 

polyethylenes, or polymer intermediates such as ethylene oxide/ethylene glycol. Ethylene is also the 

feedstock for major chemical products, including ethylbenzene, glycol ethers and others. 

The conventional source of ethylene is from cracking units that produce a range of olefins such as ethylene, 

ethylene and butylenes from feedstock such as naphtha or ethane. South Africa has a unique feedstock 

position due to recovery from the Fischer Tropsch process by Sasol in Secunda. Generally this process 

produces relatively less ethylene than propylene, compared to conventional crackers. 

5.4.7.2 Black products 

Tar produced from coal gasification contains a range of so-called “black products”. This can be further 

processed into a variety of other products such as: 

 Wood preservatives  

 Black disinfectants  

 Road tars  

 Heating oils  

 Absorption oils  

 Carbon black  

 Binder pitch  

 Electrode pastes  

 Mining chemicals  

 Naphthalene 
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5.4.7.3 Linear Alpha-olefins 

The major application of Linear Alpha-olefins (LAO) is as a co-monomer in polyethylene manufacturing. 

Linear low-density polyethylene (LLDPE) is a copolymer of LAO’s such as 1-butene, 1-pentene, 1-hexene 

and 1-octene. The level of inclusion of LAO’s in LLDPE is typically 9-10%, but can be as low as 3%. 1-Butene 

accounts for 31% of consumption, but is losing market share to 1-hexene and 1-octene. The inclusions of 

LAO’s results in superior tear strength and stress crack resistance in LLDPE. The higher LAO’s such as 

hexene and pentene enhances this. LLDPE accounts for 80% of LAO usage as co-monomer.   

High-density polyethylene (HDPE) has high stiffness, but is susceptible to environmental stress cracking by 

many liquids such as household detergents. LAO’s such as mainly hexene, but also butene and octene are 

included at rates of 0.5%-3%. This greatly enhances stress crack resistance, but also gives a softer, more 

flexible plastic. Safripol and SASOL are the major users of LOA’s in South Africa. 

5.4.7.4 CTL (Coal to Liquid) Solvents 

A large variety of mainly oxygenated solvents are produced in the CTL process. These include: 

 Acetone; 

 MEK; 

 MIBK; 

 Iso-propanol; 

 N-propanol; 

 Ethanol; and 

 Others and blends of the above. 

5.4.8 Waxes 

Waxes are a composite of ten of the more significant wax types commercially available today. A generally 

accepted definition of the term wax does not exist, primarily because of the large number of products with 

wax-like properties and the chemical complexity of individual wax types. 

5.4.8.1 Liquid Fuels 

Liquid Fuels such as paraffin and LPG (Liquid Petroleum Gas) can also be produced in downstream 

processes.  
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5.4.9 Skills 

The development of such an industry in Musina will require trained technicians, scientists, engineers and 

many other trained specialists. In-service-training will not be possible in a new plant. This problem will have 

to be addressed from the outset.  
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6. Incentive Specialist 

6.1 Policy to Action Methodology 

It is nearly impossible to design and develop a rigorous support package which will suit all stakeholders and 

the strategic approach aims to identify all the available options and through a consultative process of 

elimination focus on levers which can be used to achieve the SEZ Policy Objectives by following the 

following Strategic Template: 

 

Figure 29: Full Strategy Process 

The most important task for the Dti will be to prioritise policy objectives for each SEZ. The key issues that 

stimulates growth and value addition needs to be understood for each SEZ. In each SEZ various options 

needs to be identified and evaluated. This will be followed by choosing a strategy which then requires the 

design, development and deployment of an appropriate and effective toolkit to support the strategic 

choices made. This toolkit will create actions in the stakeholder groups consisting of industry, labour and 

government focussed on the policy objectives of each SEZ. 

The SEZs can then be monitored on a quarterly basis to measure and evaluate progress against the policy 

objectives. This process will keep the stakeholder group informed and if material issues need to be 

addressed, the necessary revisions can take place timeously. 

6.2 Introduction 

The South African Government seeks to transform the economy into a globally competitive industrial 

economy, built on the full potential of all citizens and regions. 

PRIORITISE POLICY 

OBJECTIVES

UNDERSTAND KEY 

ISSUES 

STIMULATING 

GROWTH AND 

VALUE ADDITION

STRATEGY PROCESS

CREATE ACTION IN 

STAKEHOLDER 

GROUP

REVISE AND 

ENHANCE

MONITOR, 

MEASURE & 

EVALUATE

IDENTIFY AND 

EVALUATE OPTIONS

CHOOSE A 

STRATEGY

DESIGN, DEVELOP & 

EMPLOY TOOLKIT



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 166 of 349 

One of the critical tools for accelerating the country’s industrial development agenda is the new Special 

Economic Zones (SEZ) Programme recently written into law. 

The Dti undertook feasibility studies (Pre-feasibility, Feasibility and Strategic Documents) for the following 

proposed Special Economic Zones: 

 Platinum Hub, Rustenburg- North West; 

 Platinum Hub, Burgersfort/Tubatse- Limpopo; 

 Solar Corridor, Upington – Northern Cape; 

 Agro Processing, Petrochemical and Logistics Hub, Musina, Limpopo; 

 Agro Processing and Logistics Hub, Nkomazi – Mpumalanga; and 

 Agro Processing and Logistics Hub, Harrismith - Free state. 

Key to the success of Special Economic Zones is the attractiveness and effectiveness of incentives available 

to organizations located within the SEZ. 

The aim is to study the available incentives and make a recommendation on the adequacy of the SEZ 

incentives sufficient to attract enough investors to each. 

SEZ incentives can be arranged on three axes as per the following diagram: 

 

Figure 30: SEZs arranged per axes: SEZ and/or Sector Specific, Incentives Categories and Types of 

Incentives 

•Upington – Solar 

•Tubatse – PGM Beneficiation 

•Rustenburg – PGM Beneficiation 

•Nkomazi – Agro Processing and Logistics 

•Harrismith – Agro Processing and Logistics 

•Musina – Agro Processing, Logistics and Petrochemicals 

SEZ and/or Sector 
Specific  

•Generic Incentives 

•(Applies to all 6 SEZs) 

•Sector Specific Incentives 

•(Applies to specific sectors) 

•Special Incentives 

•Applied to selected SEZs) 

Incentive 
Categories 

•Labour/Training/Skills related Incentives (DoL) 

•Fidcal Incentives (National Treaury) 

•Production Incentives (Dti, DoT, DME, DoE etc.) 

•Investment Incentives (National Treasury, Dti etc.) 

•Operational Incentives (Local Governments etc.) 

Types of 
Incentives 
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During the study, we will review SEZ incentives relevant to each of the above axes and make specific 

recommendation per SEZ and per Sector related to generic incentives, sector specific incentives and SEZ 

specific incentives. 

The study will include as a first step an evaluation of global SEZ incentives and define global best practise 

incentives. These will be compared with existing South African incentives to determine the strong points, 

ability to attract foreign investment and gaps present in the South African incentives framework. This will 

include a review of the newly proclaimed SEZ guidelines. 

The report will include a recommendation of appropriate incentives to be considered per SEZ and for each 

of the different sectors. 

6.3 Global best practice 

Desktop research revealed that around the world, there are various countries in which governments 

developed and deployed SEZs aimed at specific economic sectors such as agriculture, industrial and tourism 

to name a few. Each SEZ aims at stimulating investments, value addition, export generation, lowering cost 

of imports and jobs growth. The support packages are normally built around cluster requirements to 

achieve the SEZ objectives and goals. 

A selection of countries are summarized below which is already compared to the current SEZ Policy 

measures in South Africa. 

 South Africa Zambia Botswana Mauritius Ghana 
Background SEZ Conceptual 

stage 
MFEZ Implemented 
2005 Very successful 

SEZ Bill approved 
Implementation 
2014/15 

Free Port Zone 
Implemented 1970 
Very Successful 

Free Zone 
Implemented 
Successful 

No f SEZs 10 6 1 1 1 

Jobs created TBD 5,600 TBD 4,500 8,000 

FDI/SEZ 
(million) 

TBD USD 800 TBD USD 1,173 USD 2,600 

Exports per 
SEZ Region 
(million) 

TBD USD 600 TBD TBD USD 1,300 

Tax 
incentives 

 Corporate tax 
reduction from 
25% to 15% 

 No Tax Holidays 

 0% tax for 5yrs, 
thereafter 50% tax 
on years 6 to 8 
years, thereafter 
75% tax on profits 

 No corporate tax for 
10 years 

 Corporate tax of 
15% for processing 
activities 

 100% exemption 
on profitable 
income for 
10years, taxes will 
not exceed 8% 
thereafter 

Exemption on 
import duties 

TBD  Raw material 

 Equipment 

 Machinery 

 Parts & Spares 

 Raw material 

 Equipment 

 Machinery 
Parts & Spares 

 Raw material 

 Equipment 

 Machinery 
Parts & Spares 

 Raw material 

 Equipment 

 Machinery 
Parts & Spares 

Unrestricted 
expatriation  
of profits 

TBD Yes Yes Yes Yes 
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VAT Yes Determent on VAT, on 
machinery and 
equipment 

TBD TBD TBD 

Training 
Subsidy 

Yes TBD TBD TBD TBD 

Employment 
Subsidy 

Employment 
incentive for 
employees earning 
below 60K per 
annum 

TBD TBD TBD TBD 

Table 13: SEZ Policy measures Comparison  

 South Africa China Korea Malaysia 
Background SEZ Conceptual stage SEZ Implemented 1980 Very 

Successful 
Free Economic Zone 
Implemented 2003 Very 
Successful 

SEZ Implemented 1960’s 
Successful 

No of SEZs 10 15 8 1 

Jobs created TBD 30,000,000 (*including all 
types of industrial parks and 

zones) 

83,000 60,000  
(*560,000 by 2020) 

FDI/SEZ (millions) TBD USD 690,000 (*Estimated 
<6% FDI contribution to GDP 

since 2007) 

USD 16,300  
(*2012) 

USD 6,940  
(*2012) 

Tax incentives  Corporate tax 
reduction from 25% to 
15% 

 No Tax Holidays 

 Tax holiday 1-5 years 

 Income tax exemption for 
foreign nationals 

 Corporate tax, income 
tax 100% reduction for 
5 years, 50% reduction 
for the next 2 years 

 Acquisition tax, 
registration tax, 
property tax 5-15years 
100% or 50% reduction 

 Tariff for capital goods 
100% reduction for 5 
years 

 Income tax exemption for 10 
years 

 Investment Tax 

 Allowance (ITA) amounting 
to 100% of the qualifying 
capital expenditure for up to 
10 years, Etamo Duty, Import 
Duty and Excise Tax 
Exemption Customised 

 Incentives are also given to 
companies on a case-to-case 
basis. 

Exemption on 
Import duties 

TBD  Raw material 

 Equipment 

 Machinery 

 Parts & Spares 

 Raw material 

 Equipment 

 Machinery 

 Parts & Spares 

 Raw material 

 Equipment 

 Machinery 

 Parts & Spares 

Unrestricted 
expatriation of 
Profits 

TBD Yes Yes Yes 

VAT Yes TBD TBD TBD 

Table 14: SEZ Policy measures Comparison (continued) 

Lessons learned from these countries are mixed and diverse. Some countries like Malaysia have only one 

SEZ which was created as early as 1960 with mediocre results to date. China has 15 SEZs and achieved a 

very successful implementation creating over 30 million jobs alone. 

Incentives are mainly fiscal driven to lower cost of doing business in these SEZs with unlimited repatriation 

of profits by foreign companies to country of origin. 

A country such as India has contemplated agricultural and rural based SEZ deployment. One example of 

such an SEZ is the IFFOC Kisan Agro-processing SEZ in Nellore, India. The typical incentive packages included 

in the SEZ investment proposal, included: 
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 Exemption from customs duties for all imported plant and machinery; 

 Income Tax holiday for up to 15 years, structured as follows: 

 First 5 years 100% exemption; 

 Next 5 years  50%; 

 Next 5 years  up to 50% (subject to creation of reserves); 

 No capital gains tax on relocation to the SEZ; 

 Exemption from Minimum Alternate Tax applied to the repatriation of profits; 

 Other indirect tax exemptions include: 

 Customs duty, Excise duty, Service tax, Central and Local sales tax. 

The proposed SEZ is not operational yet, but the incentive schemes are indicative of typical SEZ incentives 

to attract investors and tenants. 

6.4 Policy objectives to be considered 

A few key policy objectives are considered to be important to enhance attractiveness of the SEZ 

development, growth and value addition driven by market growth factors, competitiveness improvement, 

and foreign direct investment by best practice global manufacturers, localisation of strategic suppliers, job 

creation and skills development supported by customised funding mechanisms. 

The Dti narrowed the many strategic objectives of their financial assistance schemes as follows: 

Strategic Objectives: 

 Facilitate transformation of the economy to promote industrial development, investment, 

competitiveness and employment creation; 

 Build mutually beneficial regional and global relations to advance South Africa’s trade, industrial 

policy and economic development objectives; 

 Facilitate broad-based economic participation through targeted interventions to achieve more 

inclusive growth; 

 Create a fair regulatory environment that enables investment, trade and enterprise development in 

an equitable and socially responsible manner; and 

 Promote a professional, ethical, dynamic, competitive and customer-focused working environment 

that ensures effective and efficient service delivery. 

SEZ’s can utilise these guiding principles as platform for further incentive offerings. 
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6.5 Strategic considerations for Policy Formulation 

Strategic considerations should be articulated by decision makers in government, industry and labour. 

In order to realise the SEZ Policy Objectives, stakeholders need to address some of the key critical success 

factors which will enhance the long term sustainability of the SEZ assisted by appropriate support and 

stimulation measures to ensure enhanced levels of demand growth, job creation, optimised investments 

and localisation and deepening of the first and second tier supply chain. 

Demand growth can be achieved through domestic GDP growth, export penetration and import 

replacement. The South African economy is forecasted to grow at low rates of 2% to 3% which will result in 

mediocre domestic market conditions for the next few years. Manufacturing is closely linked to the market 

and output volumes can be expected to follow domestic growth, import replacement and exports. 

Increased demand from the government’s ambitious infra-structure budget and resources beneficiation 

could act as additional stimulant for SEZs. Demand in these SEZs for platinum, agro-processing, solar, petro-

chemicals and logistics are expected to increase as well based on expected increased GDP growth at higher 

levels than South Africa in general. Enhanced competitiveness of firms in the SEZs could increase export 

and import replacement of products. SEZs could increasingly become a manufacturing, distribution, 

servicing and assembling hub for the rest of Africa and beyond the continent. 

6.5.1 Demand side drivers 

Demand for raw materials and components are derived from the Original Equipment manufacturers, 

component manufacturers, after market and export markets. Components built into OE products are 

mainly determined by the customers and are very brand specific, hence the dominance of imported kits 

from foreign direct investors from Europe and low cost countries in Asia. Strict material specifications 

determined by customers globally dictates the level of domestic vs. imported sourcing likely to be done by 

OE manufacturers. 

Some manufacturing processes are highly labour intensive in Agri-processing and mining but others such as 

solar and petro chemicals can be capital intensive. 

Assuming a large attractiveness in the SEZs for Original Equipment Manufacturers (OEM), first and second 

tier component manufacturer’s needs to be attracted on a sustainable basis by maintaining globally 

accepted design, development and manufacturing processes suitable to sustain market acceptance levels 

as determined by end users of the various sectors earmarked by the SEZs. An investment in Best-in-class 

operations and plant modernisation is basic requirements to maintain or increase domestic as well as SADC 
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markets. Foreign investors originating from Asia, Europe and America are increasingly targeting Africa as 

new markets and may find SEZs benefits attractive enough to establish themselves therein. 

The preferential tariff regime within SADC ensures that trade flows without duty liability accrues to the 

trading companies. This in itself is a market enhancement measure which may encourage localisation of 

foreign components and OE manufacturers who targets sub-Saharan-Africa as target markets. Increased 

volume production may in future encourage more component localisation which will stimulate scarce fixed 

investments, technology transfer and job creation. 

SEZ based manufacturers will probably experience high levels of working capital commitments required for 

pre-shipment and post-shipment financing. This is similar to SEZs elsewhere who used government backed 

finance mechanisms such as EXIM banks to fund their own operations as well as end-users to sustain 

demand. South African borrowing rates are higher than well developed countries and special attention 

needs to be given to this as a structural constraint. 

6.5.2 Market Development 

The SEZ Policy Objectives seeks to establish higher value addition manufacturing platforms, utilizing 

existing and new capabilities and increasing capacities in the SME firms. It would therefore be critical to 

develop import replacement and external market growth within the SACU/Sub-Saharan Africa region and 

beyond. Other focus areas include: SEZ development support mechanisms, IDC working capital finance 

package, by leveraging support from the government preferential procurement legislation or designation 

and using the industrial policy instruments at our disposal. 

6.5.3 SEZ OE Production Levels 

The SEZ vision recognises that there are potentially large additional benefits from supporting OE 

manufacturer’s incremental production levels through investment and production support packages. To 

support OEM Investments and production levels it is necessary to consider the following Policy options: 

 ITAC legislative amendments to the level of duty harmonization in line with required protection 

levels in order to achieve a deepening of the value chain and component manufacturing 

displacement in first and second tiers; 

 Duty increases in some sectors combined with duty rebate relief offered to target higher levels of 

localization in the value chain; 

 Homologation amendments to ensure adherence to EU standards for imported product and to 

ensure exported product will comply with regulations in most first world export markets; 
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 Preferential Procurement conditions for government tenders at national, regional and local level 

through designation of certain product groups, fuel levy reductions in logistic hubs and corridors, 

etc.; 

 A robust incentive package aimed at encouraging higher levels of Investment and Production via 

value addition, localization of components and new job creation in OE manufacturing and 

component supply base; 

 R&D, Tooling Design, Development and manufacture and competitive skills development will be 

crosscutting measures aimed at increasing competitiveness via specific grants; and 

 IDC working capital funding package at affordable interest rates. 

6.5.4 Value Chain Deepening 

Through the proper legislative amendment aimed at marketing the SEZs as manufacturing hubs for best-in-

class development processes can have profound benefits for local OE and component manufacturers. Local 

suppliers will benefit as all other support mechanisms could be linked to maximum local content 

conditions, e.g. import replacement and regional market growth initiatives, working capital finance, 

technology transfer, investment support, infra-structure development and production incentives. 

6.6 Strategic Considerations for Investors 

Investors look at key investment criteria to conclude business deals. A clear understanding of these criteria 

can be summarised as part of the marketing toolkit to be developed for each SEZ. 

6.6.1 Case Study 1 - Solar Investor Questions 

The purpose of these investment considerations would therefore be to determine: 

 Investment size and local content make-up – i.e. what comprises local content in their projects? 

 Could the imported components be sourced locally and if so what would be required? 

 What is their intent to support deepening local procurement? And what would be likely products? 

 What would be considered attractive incentives to establish local capability in a solar SEZ? And if the 

SEZ is in Northern Cape? 

 What is their view of local skills? (A large component of the contracts involves training locals); 

 What skills would be required to support localisation of imported components? 

 What is the investors’ long term strategy and growth outlook for solar technology in South Africa and 

Sub-Saharan Africa? 

 What would hinder the growth of increased localisation? Export to Africa? Export to RoW? 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 173 of 349 

 Given that the obstacles to local manufacture/assembly can be addressed and attractive incentives 

be introduced: 

 What investment would they consider? 

 What infrastructure would be required? 

 Would they require financial assistance from local institutions? 

 Would they be able to attract investment from their foreign partners, shareholders and foreign 

DFI’s? 

 What employment would they generate – during construction and during operations? 

 What employment will be created in the manufacturing of components and systems? Number 

and category of skills? 

 What skills are required for construction, operations and manufacture/assembly? 

6.6.2 Case Study 2 - USA FDI Considerations 

Another example in US of America approach by various Economic Development Agencies are quoted 

herewith as follows: 

6.6.2.1 Matching Business Drivers to Incentives 

A foreign investor’s location requirements — and, in turn, the types of incentives that will likely be of most 

value to it — vary widely depending on both the type of industry or business function it is considering 

locating in the United States, and also its particular and unique experiences in its home country and with its 

other global expansions. Although many U.S. EDAs have incentives “toolboxes” that are well stocked with 

incentives/programs designed to meet the needs and expectations of specific targeted domestic industries 

and corporate functions, these tools may not be correctly calibrated to the specific needs and nuances of 

the foreign investor. 

To determine which U.S. incentive offerings are likely to have value to foreign investors, it is important to 

first prioritize the business operating drivers of the function they are seeking to deploy in the Unites States. 

Is the company capital-, labour-, knowledge-, or logistics-intensive? Will it deploy a manufacturing, 

distribution, or services-oriented function? Is the operation primarily cost- or quality-driven? If it is 

manufacturing, is it a heavy process (extensive use of raw natural resources, high utility usage, etc.) or a 

light manufacturing process (basic assembly or electromechanical operations)? 

The company should also think ahead as to how its U.S. footprint might evolve over time. What are the 

drivers of its other products or corporate functions that might someday in the future also deploy in the 

United States, potentially at this location? Could that product’s or function’s business drivers be met in this 
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location and does the EDA have the tools to help make it successful as well? Clearly defining the 

operational and functional business drivers of the operation that the company is seeking to deploy in the 

United States helps define which incentives and policies are likely to have the greatest value and impact on 

its location decision process. Naturally, the better the EDA understands the investor’s drivers, the more 

likely it can develop incentive tools and an overall package that is matched to their specific operational 

requirements. 

To illustrate the types of incentives that typically will have the most impact, the table lists a set of 

corporate location decision drivers, the type(s) of industry or function(s) that they normally influence, and 

examples of incentives or assistance that EDAs offer to address them. 

6.6.2.2 Sharing Investor History and Experience 

In addition to understanding how incentive tools correlate with the specific industry and functional 

decision drivers, foreign investors should also make sure that U.S. EDAs better understand how investors 

operational experiences in their home country, their previous global expansions, and how previous grants 

and incentives experience in other countries shape their particular needs and expectations. It is so the 

company’s experiences with location selection and incentives negotiations elsewhere can have almost as 

much influence in the U.S. location decision process as its business decision drivers. Sharing their 

experiences, successes and failures with the U.S. EDA in these matters can help it better prepare incentive 

offerings that both match investor needs and their global experiences. For example, relative to the U.S. 

location investors are evaluating, are investors’ current operations located in an area with: 

 Lower or higher labour costs? 

 Lower or higher taxes? 

 Low-cost or subsidized industrial land or high-cost real estate? 

 Robust or poor utility and transportation infrastructure? 

 Has the company recently deployed other global operations in: 

 Low operating cost countries? And which are the low costs: labour, real estate, taxes? 

 Countries with lucrative incentives? And what type of incentives: cash grants, reduced taxes, real 

estate, infrastructure, and training? Are your existing operations more typically deployed in: 

o Highly urbanized, suburban, or more remote environments? 

o Industry clusters with close customer and vendor connections? 

o In areas with concentrations of specific suppliers and services? 

Following are a few examples to help illustrate this point: 
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 Companies from Europe and Japan often expect that American workers will lack the necessary 

experience and training in their manufacturing operations and will have less developed skills than 

workers in their home country or other global operations. And often their home operations have 

labour costs that are as high as or higher than those in the United States. These companies may find 

that U.S. incentives that seek to lower labour costs by subsidizing wages during the training period 

are of less value than robust skills recruiting and customized training programs, or subsidized travel 

expenses to fly the new hires from the United States to the home country for intensive, on-location 

training at an existing company operation; 

 For a company from a country where land is expensive and less abundant, a local incentive that 

provides low-cost land in the United States with sufficient additional low-cost land for future 

expansions will likely be an enticing lure, as it both reduces upfront capital costs and provides a form 

of insurance for future growth: 

 Companies that have recently deployed operations in low-cost, but less developed countries with 

low-quality infrastructure will find that a U.S. EDA providing incentives for free or low-cost utility line 

extensions, road and rail extensions, or utility capacity upgrades are speaking directly to their unique 

past global location experiences; and 

 While corporate tax burdens are being reduced or are already low in much of the industrialized 

world, foreign companies typically find that the combined federal, state, and local tax burden in the 

United States is comparatively high. Incentives that reduce the state and local burden — through 

corporate, property, or sales tax abatements and credits — lessen the impact of high U.S. federal 

corporate tax rates. 

6.6.2.3 Common Incentives 

In addition to aligning the U.S. locations and their incentives offers with the company’s operational drivers, 

cultural nuances, and historical experiences, it is also important to determine which type(s) of incentives 

are most likely to have the highest value to the company. Incentives are generally either “one-time” or 

“ongoing,” and either “hard” or “soft” dollar. 

Like most companies, the investor is probably most interested in “hard” dollar incentives that lower up-

front capital and/or ongoing operating expenditures. Cash grants, subsidized real estate, and tax burden 

reduction are more easily quantified incentives and translate into bottom-line value. But foreign companies 

should not neglect the value and importance of properly targeted “soft” dollar incentives. Services-in-kind 

and one-time start-up assistance, such as the fast-tracking of zoning changes or construction permits, 

employee recruiting support, or the provision of temporary space during start-up can speed up and ease 

the implementation process, especially for companies that are new to the U.S. market. Ongoing EDA 
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services, such as developing specialized training programs with local vocational and technical schools, or 

developing relationships with area universities for collaborative R&D and commercial development, can be 

valuable to the company over the long term. 

6.6.2.4 The Convergence Model 

Historically, most foreign companies investing in the United States have been primarily driven by a need to 

create or enhance access to new markets and customers. Whether activated by a desire to reduce logistics 

costs, increase speed to market, or improve brand awareness, establishing a physical presence within the 

United States has been of paramount importance. And then, depending on what factors and issues drive 

their operations — whether the company is talent-, utility-, or transportation-intensive — a second set of 

decision drivers, such as access to a specific talent set or plentiful and low-cost electric power, further 

defines a particular U.S. sub-geography. 

Recently, an increasing number of foreign investors are employing a more comprehensive and integrated 

U.S. location strategy — what is referred to as the “convergence” model — to ensure a more holistic 

decision process that creates a flexible platform for long-term success in the U.S. market. Simply put, the 

convergence model prescribes that rather than basing the location decision solely on satisfying one set of 

market or operating objectives — such as proximity to a specific customer(s) or reduced labour costs — a 

more holistic decision process be utilized that looks at broader and longer-term goals, and seeks to squeeze 

more out of the foreign company’s capital expenditure. The choice for the new U.S. location will, therefore, 

seek to optimize multiple factors and objectives, potentially also including functions or products not 

currently under consideration. 

For example, if the investor is seeking to establish a presence in the United States primarily to serve a 

specific set of customers with a specific product or service, the driving location decision factor will likely be 

optimizing physical access to that market. Normally then, the closer the better; investors may simply 

identify workable real estate as close to the customer as possible. 

However, when employing the convergence model, in addition to finding a location within acceptable 

proximity to the customer, the decision process requires that the company look more broadly across 

multiple issues and factors to identify locations that satisfy not only the immediate functional requirements 

of the operation making the current site decision, but also those of other company products, services, or 

functions — even though these are not immediate location requirements. For example, investors may 

decide that for future functions, it will need a more flexible and innovative talent pool than is required by 

the initial operations, or an area with variable operating costs that are optimized across a wider spectrum 

of factors that better meets the future needs of other corporate products and functions. Likewise then, 
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when evaluating and negotiating incentives with the U.S. EDA, the company should consider whether the 

location has the necessary tools and policies to assist its potential future functional requirements as well as 

its present ones. 

While the convergence model decision process may at first blush appear to be more complex than is 

necessary for the operation and location decision at hand, it also leads to a more robust and flexible 

decision with longer “shelf life.” If and when the investor expands its U.S. footprint in the future — adding 

more or different products, services, or functions — it is now more likely be pre-positioned in terms of 

operations needs as well as incentives assistance to deploy the new investment at the existing location — 

both faster and cheaper. Had the company made the original decision based solely on the primary 

determinant of that specific function and that time, it might instead be forced to launch a new location 

search and new incentives evaluations for yet another single-function or single-operation site decision. 

In sum, incentives are no less important to the foreign investor in the United States than they are for 

investments in any other global geography, though the business drivers are often quite different and, 

therefore, change the value and importance of those incentives. To ensure that investors understand which 

incentives will have the greatest impact and value to their planned operation, investors should start by 

identifying and prioritizing business drivers, weighing the importance of both the hard/soft and one-

time/ongoing incentives. Communicating the company’s past global expansion experience with the U.S. 

EDAs enables them to be prepared to develop an incentives package that better addresses the investor’s 

specific business history. 

6.7 Design and Development of Regulatory Framework and Toolkit 

The Dti financial assistance has very specific objectives. 

6.7.1 Financial Assistance (Incentives) 

In an effort to increase industrial competitiveness and broaden the participation of enterprises in the 

economy, the Dti provides financial support to qualifying companies in various sectors of the economy. 

Financial support is offered for various economic activities, including manufacturing, business 

competitiveness, export development and market access, as well as foreign direct investment. 

The Policy objectives of the Regulatory Framework for SEZs can be summarized as follows: 

 Market Growth; 

 OEM development; 

 Deepening Value Chain; 
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 Job Creation and Skills development; 

 FDI Investment and Modernisation of existing plant and equipment; 

 R&D and Development to customers’ requirements; 

 Capital support via equity and loans. 

The following toolkit may be considered to realise the policy objectives which may lead to desirable 

implications for the SEZs: 

 Raise or maintain strict homologation requirements to ensure imported and domestic products are 

similar to global standards. These standards should also be enforced within SADC to avoid sub-

standard products imported from undesirable source countries; 

 Amend OE and component tariffs to encourage localisation of production and encourage Foreign 

Direct Investment in OE products and key components manufacturing; 

 Develop pre- and post-shipment working capital package at attractive rates and terms via IDC, based 

on the achievement of threshold local content levels; 

 Encourage FDI to establish latest technology and competitive production processes locally aimed at 

foreign and domestic market requirements. In addition, promote Investment incentive for Greenfield 

and Brownfield investments from existing DTI financial assistance programmes such as MCEP; 

 Encourage immigration of appropriate foreign skills via FDI. Optimise existing training and skills 

development incentives to develop engineering and artisanal skills and to renew ageing workforce; 

 Consider Import Duty Rebate scheme to localise more components aimed at increasing local content 

in OE manufacturing plants, similar to the IDC local content requirements in MCEP. Consider 

Production Incentive to enhance competitiveness and encourage component manufacturing for 

domestic global supply contracts, especially in SADC. The Production Incentive could be designed as 

a value added tool with minimum local content levels to be achieved by OEMs. In order to minimize 

administrative burdens a basic formula of Value Added = Price less foreign content. The incentive 

needs to be awarded to the OEM who then may use this VA certificate as is stipulated in the MCEP; 

 Consider Incentive support for Research, Design and Development activities, especially in component 

sub-sector to produce high quality products suitable to replace imported components and to 

enhance exports. Adequate provision is maintained in MCEP for R&D support; and 

 Consider utilising the Preferential Procurement Policy Framework Act to drive localization. The use of 

National Framework Agreements with selected suppliers of components can assist in driving the 

localisation of component manufacture in strategic infrastructure projects, such as the renewable 

energy independent power producer (RE IPP) procurement programme. In terms of these 

agreements, tier 1 and tier 2 suppliers of critical components are identified and selected as preferred 
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suppliers from which IPP’s can procure systems and components to qualify for government tenders 

for RE projects. 

6.8 Impact and Trade-offs 

The Strategic Policy considerations, Objectives and possible toolkit and impact assumptions can be 

summarised as follows: 

 Each SEZ has unique development objectives which can be used to attract investors. A unique 

template has been developed for each SEZ in order to focus on the development potential of each. 

6.8.1 SEZ Specific Incentives 

It is foreseen that different types of SEZs will attract different combinations of incentives to achieve the 

development objectives of each zone. 

The SEZ Act describes different types of SEZ’s: 

 Free Port: An area adjacent to a seaport and/or airport where imported goods may be unloaded and 

processed without being subject to import duties or customs procedures; 

 Free Trade Zone: A demarcated territory where goods will not be subject to usual customs control, 

insofar as import duties and taxes are concerned; 

 Industrial Development Zone: A purpose built industrial estate linked to an airport or seaport that 

leverages domestic and foreign direct investment; and 

 Sector Development Zone: Areas focused on development of specific sectors or industries, through 

specific industrial infrastructure, technical workforce and business support services. 

All parties have also concurred on removing the restrictions around the location of the SEZs. This allows for 

designated SEZ’s in underdeveloped and rural regions with untapped economic growth potential and a high 

need for employment creation opportunities, downstream economic development and basic services. 

Each SEZ will have a specific focus tailored for the development needs of the region in which it is to be 

located and aimed at attracting targeted investments, as opposed to purely chasing exports. 

To promote clarity in governance and strategy, an SEZ advisory board is established, consisting of 

government, organised labour, business, civil society and independent experts. Key players envisaged are 

Eskom, Transnet, the DTI and National Treasury. 
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6.8.1.1 SEZ: Logistics - Musina 

LOGISTICS 

Strategic Policy 
considerations 

Policy Objectives Toolkit and Impact Assumptions 

Market growth and 
increased 
competitiveness 

Domestic market growth 
and sustainability 

Musina as gateway between SA's northern neighbouring countries 
and SADC which requires SEZ specific support to attract investors 

Regional market growth 
Focus on Musina as consolidation and trans-shipment  hub and 
freight route to the large market in Gauteng and the growing SADC 
market  

Import and Export 
control centre for 
multiple- country access 

Bonded Customs warehouses & control ICT hub to allow seamless 
data processing of goods clearing for imports and exports 

OEM production 
growth and 
sustainability 

Best-in-class logistics 
operations aimed at 
global freight carriers 

Encourage FDI to establish latest technology logistic investments in 
infrastructure, road/rail terminals, warehousing and VDCs, etc  

Logistic facility hub 
Streamline modes of transport to increase competitive cargo freight 
movement between road, rail and air links 

Skills and systems 
upgrading 

Training of new local skills via FDI activities 

Optimise existing incentives to develop logistics and ICT skills and to 
empower young workforce 

Deepening of value 
addition in logistics 
services sector 

Development of large  
supply chain companies 

Consider Logistic Incubator for SMEs with support from global 
supply chain freight companies 

Consider Fleet Operator assistance scheme aimed at lowering cost 
of payloads via fuel levy reduction coupons or fuel depot discounts 

The Musina SEZ can increase attractiveness of the Gauteng-SADC corridor through increased freight 

volumes by road and rail. Musina, as gateway between SA's northern neighbouring countries requires SEZ 

specific support to attract investors. Focus on Musina as consolidation and trans-shipment hub and freight 

route to and from the large market in Gauteng and the growing SADC market. 

Enabling incentives or support mechanisms, which will enhance the competitiveness of the transportation 

modes, can be summarised as follows: 

 Transnet identified SADC as the gateway of freight rail between Gauteng and growing SADC markets; 

 Encourage investments in logistical infra-structure such as warehousing, truck-stops, vehicles 

distribution centre and vehicle service centres; 

 Incentivise logistic companies to establish skills such as servicing and repairs and ICT system 

upgrading; 
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 Establish an SME / BBBEE Logistic Incubator to benefit from increased trade flows in the corridor; 

and 

 Incentivise a Fleet Operator Assistance scheme aimed at lowering the cost of payloads through a fuel 

levy reduction coupons or fuel depot discounts similar to diesel levy rebates available to commercial 

farmers. 

6.8.1.2 SEZ: Petro-chemicals - Musina 

PETRO – CHEMICALS 

Strategic Policy 
considerations 

Policy Objectives Toolkit and Impact Assumptions 

Market growth and 
increased 
competitiveness 

Domestic market growth 
and sustainability 

In order to convert the large coal reserves from the regional mines, 
a large Petro-Chemical FDI is necessary to serve as anchor for coal to 
liquid and other by-products 

The Shell Coal Gasification Process seems to be the best-in-class 
technology to be invested in.  

SADC market growth 
Focus on SADC to exploit market development opportunities for 
competitive Petro Chemical Products 

Strategic Project status 
FDI incentives such as Investment grants, considerable tax 
incentives and beneficiation incentives to be deployed to attract a 
game changer multi-national-company 

OEM production 
growth and 
sustainability 

Best-in-class operations 
in South Africa 

Encourage FDI to establish latest technology and competitive 
production processes close to source feed stocks 

Establishment of 
downstream production 
plants such as methanol 
to gasoline and 
Propylene to 
Polypropylene 

Investment incentive for Greenfield investments from existing DTI 
financial assistance programmes  

Skills upgrading 

Importing of foreign skills via FDI activities 

Optimise existing incentives to develop engineering and artisanal 
skills and to renew ageing workforce 

Deepening of value 
addition in component 
sector 

Establishment of 
downstream production 
plants such as waxes, 
black tars, ammonia and 
urea (agriculture 
fertilisers), LPG (Liquid 
Petroleum 
Gas), a range of solvents, 
linear Alpha‐olefins and 
ethylene. 

Consider Rebate scheme to localise more components  aimed at 
increasing local content by OEMs as in MCEP 

Consider Production Incentive to encourage component  
manufacturing for global supply contracts including SADC as in 
MCEP 
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PETRO – CHEMICALS 

Strategic Policy 
considerations 

Policy Objectives Toolkit and Impact Assumptions 

Development of niche 
R&D capabilities 

Consider Incentive support for R&D activities, especially in by-
product plants as contained in MCEP 

The Musina SEZ can increase attractiveness of Petro-Chemical investors in a large anchor plant. In order to 

convert the large coal reserves from the regional mines, a large Petro-Chemical FDI is necessary to serve as 

anchor for coal to liquid and other by-products. The Shell Coal Gasification Process seems to be the best-in-

class technology to be invested in. Focus on SADC to exploit market development opportunities for 

competitive Petro Chemical Products. 

Enabling incentives or support mechanisms which will enhance the competitiveness of the Petro-Chemical 

Multi-nationals are as follows: 

 Consider Strategic Project Status to enable Musina to attract a large multi-national Petro-Chemical 

firm using tax incentives such as 12i;  

 Encourage the attractiveness of down- stream investments in production of various by-products; and 

 Co-funding in a Public-Private-Partnership a high level feasibility study to determine the economic 

benefits of such a long term investment.   

6.8.1.3 SEZ: Agro Processing - Musina 

SEZ :Agro Processing and Logistics based in Musina 

AGRO PROCESSING 

Strategic Policy 
considerations 

Policy Objectives Toolkit and Impact Assumptions 

Market growth and 
increased 
competitiveness 

Domestic market 
growth and 
sustainability 

Raise or maintain strict homologation requirements to avoid imports of 
sub-standard and substitute or ‘copy’ products, e.g. coloured sunflower 
oil made up as olive oil. 

Amend OEM and component tariffs to encourage localization of 
production and encourage FDI in OE & Components manufacturing. 
SADC harmonization required. 

SADC market growth 
Focus on SADC to exploit market development opportunities via tariff 
harmonization. 

EU and BRIC export 
market growth 

Identify opportunities within the EU and BRIC countries to implement 
quota system for certain products that can be produced and exported 
from South Africa and vice versa. 

Funding options 
Develop pre- and post-shipment working capital at attractive rates and 
terms via IDC as per MCEP. 
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Logistic support 
Support the establishment of super-efficient logistics support 
infrastructure.  

Agriculture production 
growth and 
sustainability 

Best-in-class 
operations in South 
Africa 

Encourage FDI to establish latest technology and competitive 
production processes locally with SADC and EU market approach.  

Modernisation of 
plant and equipment 

Investment incentive for Greenfield and Brownfield investments from 
existing DTI financial assistance programmes. 

Skills upgrading 

Importing of foreign skills via FDI activities. 

Optimise existing incentives to develop engineering and artisanal skills 
and to renew ageing workforce. 

Deepening of value 
addition in primary 
agriculture 

Development of agro-
processing supply 
chains 

Consider rebate scheme on imported essential equipment for 
competitive local agro-processing facilities. 

Consider Production Incentive to encourage agro-chemical 
manufacturing for global supply contracts including SADC.  

Development of 
niche R&D 
capabilities 

Consider Incentive support for R&D activities, especially in primary 
agriculture and processed agro-products.  

 
Security of land 
tenure 

Support transfer of land ownership to black farmers.  Lack of ownership 
prevents funders from financing primary agriculture establishment on 
farms owned by black farmers. 

Enabling incentives or support mechanisms, which will enhance the competitiveness of the Agro Processing 

sector, are as follows: 

While the investment opportunities for agro-processing in regional markets are limited, the potential to 

establish a single agro-processing SEZ is highly likely.  The most suitable area for such an agro-processing 

SEZ needs to be determined. It is evident from the increased imports of certain food and processed food 

products and the similar reduction of stagnation of exports that the local agro-processing industry is 

becoming less competitive on the continent in respect of international producers and agro-processing 

industries. The key drivers of this trend are the relative low productivity of primary agriculture and high 

cost of processing. Incentives in the agro-processing industry should therefore be aimed at addressing the 

competitive nature of the industry in the entire value chain, starting with the farm input material 

producers.  Low investment in the agro-chemical industry has contributed towards South Africa losing 

some productive capacity (urea production) and becoming less competitive in others.  The incentive 

programmes guidelines of the Dti incentives, such as MCEP could be reviewed to make it relevant to the 

large agro-chemical and input material producers, to encourage investment in new technology. 

The use of quota systems could also be investigated to promote counter trade with South Africa’s EU and 

BRIC trading partners, e.g. the trade in chicken pieces:  South African chicken producers freeze all pieces of 

a chicken in one pack – this contributes to an overall ‘increase’ in pack prices.  EU producers of frozen 
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chicken pieces select the ‘brown meat’ pieces that are not in demand in EU and export these to South 

Africa at very competitive rates, i.e. subsidised by the higher value ‘white’ meat, such as the breasts that 

are in high demand and command premium prices.  The ‘brown’ meat is preferred in South Africa, i.e. the 

drumsticks and thighs. It should therefore be possible for South Africa to enter into a quota agreement 

with EU to export high value ‘white’ meat to EU in exchange for low value ‘brown’ meat from EU.  Similar 

trade agreements can be fostered between South Africa and EU and BRIC partners to ‘allow’ import of 

certain products in exchange for favourable ‘export’ conditions of local produced products. 

New technologies abound that can contribute towards significant primary agriculture yield improvement, 

such as hydroponics. Training and access to funding to introduce these technologies can hinder the 

deployment thereof. The assessment of counter trade opportunities to encourage the implementation of 

these technologies from EU (e.g. Netherlands and Israel), would further bolster local agro-processing. 

There seems to be a ‘chasm’ between the availability of technology and the adoption thereof by local 

businesses. The cost of adopting this technology is probably considered too high. The establishment of an 

EU technology transfer fund could address this bridging requirement and specifically the funding of 

feasibility studies and the development of business plans followed by EU-backed entrepreneurial 

investment and funding houses, e.g. FMO. Bridging the chasm requires a grant fund and venture capital – a 

joint EU-SA fund that addresses this chasm will support the introduction of new technology in South 

Africa’s primary agriculture and agro-processing industries.  The MCEP cluster fund addresses this 

requirement to some degree but it does not provide for an international technology partner to be part of 

the cluster as technology provider. 

6.9 Categories of Incentives 

SEZs around the world use a menu of incentives designed to achieve specific Policy Objectives. South Africa 

is no exception. Incentives can be categorized in three main groups being: 

 Generic Incentives  

 Applies to all 6 SEZs 

 Sector Specific Incentives  

 Applies to specific sectors 

 Special Incentives  

 Applies to selected SEZs 

Generic Incentives are published in the Dti Guide to Incentive Schemes 2012/13. 
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Section 1: Small, Micro- and Medium-sized Enterprises (SMME) Development Incentives: 

 Black Business Supplier Development Programme (BBSDP); 

 Co-operative Incentive Scheme (CIS); 

 The Technology and Human Resources for Industry Programme (THRIP); and 

 Incubation Support Programme (ISP). 

Section 2: Industrial Development-Related Incentives: 

 Business Process Services (BPS) Incentive; 

 Capital Projects Feasibility Programme (CPFP); 

 Clothing and Textile Competitiveness Improvement Programme (CTCIP); 

 Manufacturing Competitiveness Enhancement Programme (MCEP); 

 Enterprise Investment Programme (EIP) (subsequently been suspended); 

 Foreign Investment Grant (FIG); 

 Production Incentive (PI); 

 Sector-Specific Assistance Scheme (SSAS); 

 Support Programme for Industrial Innovation (SPII); and 

 Seda Technology Programme (STP). 

Section 3: Women Economic Empowerment Incentives: 

 Bavumile; and 

 Isivande Women’s Fund. 

Section 4: Trade, Export and Investment Incentives: 

 Critical Infrastructure Programme (CIP): 

 Export Marketing and Investment Assistance (EMIA); 

 Automotive Investment Scheme (AIS); 

 Section 12I Tax Allowance Incentive (12I TAI); 

 Film and Television Incentive; 

 Foreign Film and Television Production and Post-Production Incentive; 

 South African Film and Television Production and Co-Production Incentive; and 

 South African Film and Television Production and Co-Production Incentive. 
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6.10 The Suggested Way Forward 

Following the international benchmarking that was conducted the following way forward is a guideline to 

follow due process: 

 Strategic Considerations are to be considered, including the following general comments: 

 Policy clarity: protectionism or liberalization? 

o What are SEZs long-term objectives? 

o Possible tariff amendments  

o Strategic interventions aimed at enabling FDI 

 Some opportunities:  

o Government Infra-structure budget; 

o Government Designation on procurement; 

o Market growth in Africa; 

o Logistic cost improvements; 

o Deepening Value Chain; 

o Job creation and Skills development; 

o Attract best-in-class FDI – OE and components; 

o Support for OE production and component exports; 

o Consolidation and strengthening of SME segment; 

o IDC funding and EXIM bank; 

 Other considerations: 

 Attractiveness of investors in each SEZ; 

 Support for OEMs and OE component local content increase and exports; 

 the Dti SEZ Package Budget to be agreed upon; 

 Treasury buy-in; 

 Planning to obtain buy-in from all stakeholders; 

 Stakeholders to absorb and promote the Proposed SEZ Incentives Regime; 

 Regulatory timelines to be defined; 

 Ministerial announcement to be made; and 

 Roll-out plan to be agreed upon and implemented. 
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6.11 Review and Summary Observation 

The current SEZ incentives appear not to provide sufficient motivation for location in the SEZ. Specific 

incentives for each industry will be needed, as well as the generic and standard SEZ package, as the 

requirements are very different for example, for autocatalysts and for chemotherapeutic agents. 

Some interest has been shown by existing fabricators but much will depend on the incentives offered to 

offset what is perceived to be significant labour related business risk and some level of political risk. 

Ultimately, the incentives offer most result in a reduced (not equivalent) cost of production and 

distribution of their goods, as well as access to baseline demand which will reduce business risk. If this 

cannot be achieved, the businesses will not have any motivation to invest. 
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7. SEZ Concept 

7.1 Review of SEZ Concept 

A detailed overview of the relevant SEZ legislation, regulations and procedures has been concluded by 

Webber Wentzel Attorneys. The following sections address the key SEZ issues at a contextual level. The 

establishment of the SEZ’s will be regulated by a range of laws and will require approvals from all three 

spheres of government. Whether or not a particular law applies (in other words, whether a certain process 

must be followed or a certain approval must be applied for) will depend primarily on factors such as the 

location of the SEZ, the institutional structure that is responsible for the management and operation of the 

SEZ, the nature of the SEZ (i.e. the specific sector or industry concerned) and the granting of exemptions. 

7.1.1 Special Economic Zones Act, 16 of 2014 

The SEZ Act is national legislation which was signed into law by the president on 16 May 2014, but which 

has not yet commenced.  The SEZ Act replaces and aims to address some of the weaknesses of its 

predecessor, the Industrial Development Zone Regulations made under the Manufacturing Development 

Act, 187 of 1997.   It is based on the Policy on the Development of Special Economic Zones in South Africa, 

2012 ("Policy on the Development of SEZs") and seeks to give effect to the National Industrial Policy 

Framework ("the NIPF"), the New Growth Path ("the NGP") and the National Development Plan ("the 

NDP") and the Industrial Policy Action Plan by incentivising industrialisation to promote economic 

development. 

7.1.2 Policy and strategy 

At present the SEZ Act provides only a very broad framework or "skeleton" for the development of SEZs. 

Much of the substance remains to be developed through various policies, strategies and regulations. The 

two key policy documents to be made in terms of the SEZ Act, after consultation with the Advisory Board, 

are the SEZ Policy and the SEZ Strategy. The Minister has discretion whether or not to determine a SEZ 

policy, the purpose of which is to provide for the designation, promotion, development, operation and 

management of SEZs. 

7.2 Overview of SEZ Structure and Responsibilities 

7.2.1 Establishment of Special Economic Zones Advisory Board 

The SEZ Act provides for the appointment of an advisory board consisting of representatives from relevant 

government departments, private sector groups and independent experts with experience and expertise 
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related to SEZs ("the Advisory Board").  The Advisory Board advises the Minister on various strategy and 

policy issues and makes recommendations on applications for designation of SEZs and related applications. 

The Minister must appoint not more than 15 persons as members of the Advisory Board, consisting of: 

• One representative of the Department of Trade and Industry; 

• One representative of the South African Revenue Services; 

• One representative of the National Treasury; 

• One representative of the department responsible for public enterprises; 

• One representative of Transnet SOC Limited; 

• One representative of Eskom SOC Limited; 

• One representative of the Industrial Development Corporation; 

• Three persons, each representing organised business, labour and civil society appointed on the basis 

of their knowledge and experience relevant to, and involvement in, Special Economic Zones; and 

• Five independent persons appointed on the basis of their knowledge, experience and expertise 

relevant to Special Economic Zones. 

The Advisory Board must: 

• Advise the Minister on policy and strategy in order to promote, develop, operate and manage Special 

Economic Zones; 

• Monitor the implementation of the Special Economic Zones policy and strategy and report to the 

Minister on an annual basis on the implementation of such policy and strategy; 

• Consider an application for designation as a Special Economic Zone and recommend to the Minister 

whether or not to approve the application and grant a Special Economic Zone license to the 

applicant; 

• Consider an application for an operator permit and recommend to the Minister whether or not to 

approve the application; 

• Consider an application for the transfer of an operator permit and recommend to the Minister 

whether or not to approve such application with or without any condition; 

• Liaise with a Special Economic Zone Board and an operator on the implementation of the Special 

Economic Zone strategic plans; 

• Report in the prescribed manner to the Minister on progress relating to the development of Special 

Economic Zones; 

• Advise the Minister on minimum norms and standards required for the provision of a one stop shop 

in a Special Economic Zone; 

• Advise the Minister on initiatives to market Special Economic Zones; and 
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• Assess and review the success of Special Economic Zones in achieving the purpose thereof. 

7.3 SEZ Governance Entities 

There are three primary entities involved in the establishment and operation of an SEZ. The licensee, the 

SEZ entity and the operator (collectively referred to as "the SEZ Governance Entities"). 

 

Figure 31: Entities involved in establishing and operating an SEZ 

7.3.1 SEZ Licensee 

The Licensee is the entity that applies to the Minister for the designation of a SEZ. The only entities that 

may apply for the designation of an SEZ, and consequently that may be the licensee, are the national 

government, a provincial government, a municipality, a public entity, a municipal entity, "a public-private 

partnership",  or a combination of these.  In other words, any government department and all types of 

government owned entities (referred to collectively as "government entities") may apply for the 

designation of an SEZ and become the licensee. In addition, public private partnerships ("PPPs") may also 

apply. However, it is not possible for a private sector entity acting alone to apply for the designation of an 

SEZ. 

The Licensee is responsible for conceptualising the SEZ and justifying its designation. It is responsible for 

carrying out a comprehensive feasibility study on the SEZ and is required to have access to sufficient 

financial resources and expertise for the development, operation, management and administration of the 

SEZ.   However, the Licensee is not directly involved in the management or operations of the SEZ.  It is 

required to establish an entity to manage the SEZ and is responsible for providing the SEZ entity with the 

resources and means necessary to manage and operate the SEZ (including transferring ownership or 
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Entity 
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control of the land on which the SEZ will be established to that entity) and appointing the board of that 

entity ("the SEZ Board"). Consequently, it is apparent that there is a close link between the Licensee and 

the SEZ entity. The Licensee will have some form of control over and responsibility for the SEZ entity. 

7.3.2 SEZ Entity 

The SEZ entity is responsible for the management of the SEZ and is required to prepare and implement a 

strategic plan for the SEZ within the framework of the Minister's SEZ Strategy in order to achieve the 

mandate of, perform the functions of and comply with the conditions for that SEZ.  It is also required to 

submit a business and financial plan and submit annual financial reports in accordance with the 

requirements of the SEZ Act. 

In the case of a national or provincial government or a public entity licensee, the entity must be established 

as a national government business enterprise or a provincial government business enterprise as the case 

may be. In the case of a municipality or municipal entity licensee, the entity must be established as a 

municipal entity. In the case of a public-private partnership licensee, the entity must be established as a 

company. 

In so far as the relationship between the SEZ entity and other entities is concerned, the SEZ entity is 

established by the Licensee, and the Licensee is responsible for appointing the SEZ Board, in accordance 

with any requirements prescribed by the Minister. In essence the SEZ entity is an "extension" of the 

Licensee, within a dedicated structure with defined functions. 

In instances where the SEZ Entity is a National or Provincial Government Business Enterprise, it is not clear 

how the Licensee will provide the SEZ entity with the resources and means necessary to manage and 

operate the SEZ, as it is required to do in terms of the SEZ Act since the SEZ entity (as a government 

business enterprise) is meant to be financed fully or substantially from sources other than a national or 

provincial revenue fund or taxes, levies or other statutory money.  In addition, the SEZ entity will either be 

the operator or will appoint the operator. 

7.3.3 SEZ Operator 

The SEZ Operator is responsible for developing, operating and managing the SEZ on behalf of the SEZ 

Board. Its functions include implementing the strategic plan prepared by the SEZ entity; making 

improvements to the SEZ and its facilities; facilitating the provision of services and infrastructure;  

adequately demarcating the SEZ from any applicable customs territory;  providing adequate security for all 

facilities in the SEZ;  adopting rules and regulations for the safe and efficient operation of businesses within 

the SEZ; promoting the SEZ as a foreign and domestic direct investment destination; making 
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recommendations to the SEZ Board on whether to approve the  application of a business to locate within 

the SEZ; applying to the Minister for Finance and support measures; facilitating the operation of a "one 

stop shop" within the SEZ; and undertaking any other activity within the scope of the SEZ Act to promote 

the effective functioning of the SEZ. 

The Operator will be responsible to both the SEZ Board (in terms of the agreement between the SEZ entity 

and the Operator) and the Minister (in terms of the terms and conditions of the Operator permit). 

Should the SEZ entity have been established by a PPP, then that entity may also perform the role of the SEZ 

Operator after having obtained an operator permit from the Minister. 

In all other instances, where the governance structure is not a PPP, the Operator may not be the same 

entity as the SEZ entity. The Operator is appointed by the SEZ board after following a fair, equitable, 

transparent, competitive and cost-effective procurement process.  In other words, a process provided for 

in terms of the Public Finance Management Act, 1 of 1999 ("the PFMA") and Municipal Finance 

Management Act 56 of 2003 ("the MFMA"). The Operator in this instance will need to obtain an operator 

permit. 

After the operator has been selected through the procurement process, the SEZ entity and the Operator 

will conclude an agreement that provides for the duties, terms and conditions for the development, 

operation and management of the SEZ by the Operator. The agreement must include the requirements and 

timetable for planning, construction, supply of infrastructure and utilities within the SEZ. 

7.4 SEZ Fund 

The Minister may, with the concurrence of the Minister of Finance establish an SEZ Fund from money 

appropriated to DTI by Parliament for that purpose.  Money in the SEZ Fund must be used to support the 

promotion and development of SEZs. The SEZ Fund will be used primarily to finance bulk and related 

infrastructure and to a limited extent to provide advisory and financial services related at the feasibility 

assessment stage and performance improvement initiatives. 

7.5 Establishment of SEZs 

A brief overview of the process for the Establishment of an SEZ in terms of the SEZ Act in the diagram is 

provided on the next page. The institutional governance structure for the SEZ, the approvals that are 

required and the compliance and enforcement measures that the Minister may employ are also described. 
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Figure 32: Overview of the Process to Establish a SEZ 

7.5.1 Application and Approval of SEZ 

An application for the designation of a SEZ must be made to the Minister. Only government entities or a 

"PPP" may apply for the designation of a SEZ. The Minister may prescribe the form of and additional 

requirements for applications by regulation, including criteria for the designation of categories of SEZs. In 

terms of the SEZ Act, the following documents or information must be submitted to support the application 

for designation: 

• Evidence that the designation of the area as a SEZ will further national government’s industrial 

development objectives ; 

• Information regarding the extent to which the designation of the SEZ would further the objectives of 

the SEZ Act and be consistent with any applicable national policies and laws and any other criteria 

that may be prescribed by way of regulation; 
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• A comprehensive feasibility study for the SEZ; evidence that the applicant has sufficient financial 

resources and expertise for the development, operation, management and administration of the 

SEZ; 

• Information regarding the extent to which the applicant owns or controls the area being considered 

for designation as an SEZ; and 

• If the applicant is a PPP, it must provide a shareholders agreement indicating its ownership structure, 

requirements for transfer of shares and arrangement for the distribution of assets upon liquidation 

or de-registration. 

The Advisory Board must consider the application and make a recommendation to the Minister regarding 

the suitability of the area for designation of the SEZ.  Before designating the SEZ, the Minister must publish 

a notice in the Government Gazette inviting the public to comment on his intention to designate a SEZ 

within 30 days.  After taking all the relevant information into account the Minister may then designate the 

SEZ by notice in the Government Gazette with or without conditions and issue the applicant a SEZ license. 

Alternatively, the Minister may designate an area as an SEZ of his or her own accord, without following the 

above-mentioned process in pursuance of the national strategic interest. 

When the SEZ is designated, it may be designated as a particular category of SEZ.  It would then be required 

to comply with any conditions imposed in respect of the applicable category of SEZ including the type of 

service and business that may be located in that category of SEZ.  The categories of SEZ that may be 

prescribed include a free port, a free trade zone, an industrial development zone and a sector development 

zone. 

7.5.2 Designation of Special Economic Zones 

The Minister may, on his or her own accord, designate an area as a Special Economic Zone in pursuance of 

strategic national interests. The Minister may prescribe different categories of Special Economic Zones, 

which may include: 

• ‘‘free port’’ which means a duty free area adjacent to a port of entry where imported goods may be 

unloaded for value-adding activities within the Special Economic Zone for storage, repackaging or 

processing, subject to customs import procedures; 

• ‘‘free trade zone’’ which means a duty free area offering storage and distribution facilities for value-

adding activities within the Special Economic Zone for subsequent export; 

• ‘‘port of entry’’ means a place designated as a place of entry for the control of vessels, aircraft, 

trains, vehicles, goods and persons entering the Republic; and 
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• ‘‘sector development zone’’ means a zone focused on the development of a specific sector or 

industry through the facilitation of general or specific industrial infrastructure, incentives, technical 

and business services primarily for the export market. 

7.5.3 Operator Permit 

Either a PPP entity or an entity appointed by the SEZ Board after following a fair, equitable, transparent, 

competitive and cost effective procurement process must apply to the Minister for an operator permit in 

order to act as the operator in accordance with any form or requirements prescribed by regulation.  The 

applicant must be a company registered in South Africa and must have sufficient financial resources and 

expertise to develop, operate and manage a SEZ. 

The Advisory Board considers the application first, and ultimately makes recommendation to the Minister.  

It may invite interested parties to comment on the application in writing and may request additional 

information from the applicant.  After considering all the relevant information it must make a 

recommendation to the Minister as to whether the applicant is eligible for an operator permit.  The 

Minister must consider the recommendation of the Advisory Board and consider whether the written 

agreement between the SEZ entity and the Operator adequately provides for the duties, terms and 

conditions for the development, operation and management of the SEZ by the Operator.   The Minister 

may then issue the applicant with an operator permit, with or without conditions. The operator permit is 

transferable on approval of the Minister as long as the new operator satisfies the requirements to obtain 

an operator permit. 

7.5.4 Other Approvals 

In order to establish a SEZ it may be necessary to alter the land use and associated restrictions in a number 

of ways. In particular it may be necessary to make the following development applications: 

 A rezoning application to change the "zoning" or "use rights" that applies to a particular piece of land; 

 A consent use application to obtain approval for a land use that is listed as a "consent use" in the 

relevant scheme (consent uses are land uses that are reasonably closely associated with the primary 

zoning and which are generally much quicker and easier to get approval for than rezoning or departure 

applications); 

 A departure application to vary or depart from  the development rules that set out the permitted 

extent of development on the land unit  (for example coverage) or to temporarily permit a use right 

that is not otherwise permitted in that zone; 
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 A subdivision application to divide a land unit into two or more portions that are each capable of 

registration in the deeds registry ( and which can then each have different zonings and be owned by 

different entities) ; 

 A consolidation application to consolidate separate land units into one land unit); 

 An application to remove a restrictive title deed condition where there is a conflict between the 

condition and the development proposed in the planning application; and 

 An application for the amendment or cancellation of a plan such as a site development plan or SDF. 

It is worth noting that SEZs are generally situated outside major metropolitan municipalities. Since 

provinces, in many instances, assumed final responsibility for land use decisions many municipalities are 

under-capacitated and this is likely to be more within the smaller municipalities.  Provinces are under a 

constitutional obligation to provide monitoring and support and promote the development of capacity at a 

municipal level.  We understand that the Department of RDLR is also currently rolling out land use planning 

capacity development programs to municipalities. However, smaller municipalities are likely to experience 

capacity constraints in processing applications, particularly those of the size and significance of an SEZ. 

7.5.5 SEZ Operator Support Measures 

Operators operating within a Special Economic Zone may qualify for the following support measures: 

 A tax allowance for additional investment and training allowances in respect of industrial policy 

projects, as provided for in section 12I of the Income Tax 5 Act, 1962; 

 A reduced rate of tax on taxable income, as provided for in section 12R of the Income Tax Act, 

1962; and 

 A deduction in respect of buildings in the Special Economic Zone, as provided for in section 12S of 

the Income Tax Act, 1962. 

7.5.6 SEZ Co-Operation Support for Tenants 

The Minister may enter into an implementation protocol in terms of the Intergovernmental Relations 

Framework Act, 13 of 2005 ("Intergovernmental Act") that deals with the implementation and operation of 

the ‘one stop shop’ and other matters relating to the regulation and development of a SEZ that require co-

ordination of functions. 
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7.6 Tenant Applications to Locate in SEZ 

7.6.1 Approval to Locate in SEZ 

Any company that intends to conduct business in a SEZ must apply for such inclusion to the SEZ Board in 

the prescribed manner and form.  The company must provide information to show that it conducts 

business or provides a service that is permitted to be sited within the SEZ and that it achieves the purpose 

of SEZ's. The Operator first considers the application and makes a recommendation to the SEZ Board. The 

SEZ Board then decides whether to grant the application and may do so with or without conditions. 

7.6.2 SEZ Support Measures 

The SEZ Act provides that the Minister may determine and implement support measures including 

incentive schemes, for operators and businesses operating in SEZs, which may be different for different 

categories of SEZs.  Provinces and municipalities may also develop their own support measures and 

incentive schemes to support the development and operation of SEZs. Although the DTI's support 

measures have not yet been formally determined, it is likely to include the following: 

 A tax allowance for additional investment and training allowances in respect of industrial policy 

projects, as provided for in section 12I of the Income Tax Act, 1962;  

 A reduced rate of tax on taxable income, as provided for in section 12R of the Income Tax Act, 1962;  

 A deduction in respect of buildings in the Special Economic Zone, as provided for in section 12S of 

the Income Tax Act, 1962;  

 An employment tax incentive as contemplated in the Employment Tax Incentive Act, 26 of 2013, in 

respect of qualifying employees as determined in section 6(a)(ii) of that Act; and  

 Any other support measure applicable to qualifying businesses administered by 20 the Department. 

Businesses located within a customs controlled area of a Special Economic Zone as defined in Section 21A 

(1) of the Customs and Excise Act, 91 of 1964 may be subject to such controls and procedures as the 

Commissioner for the South African Revenue Services may prescribe by rule, which may include exemption 

from customs duties and levies and exemption from Value Added Tax. 

7.6.3 Eligibility Criteria for SEZ Designation 

According to the SEZ Act, access to Special Economic Zones will be confined to: 

 New businesses or the expansion of existing business for: 

 Manufacturing activities 
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 The provision of designated internationally traded services 

 Carrying out the activities of trading/warehousing. 

Existing businesses already set up for functioning in an existing IDZ in South Africa before the 

commencement of the SEZ Act, however their eligibility to the SEZ incentive package will be contingent on 

them meeting the incentive criteria. Relocations of existing businesses into SEZs will not be eligible. The 

Special Economic Zones will be reserved for companies who’s SEZ originated sales will be primarily derived 

from export activities. 

7.6.4 Eligible Tenant Activities 

SEZs are part of a broader industrial policy framework, as highlighted by the IPAP, NDP and NGP. The SEZs 

shall be developed mainly to attract industrial activities that are in line with the country’s policy objectives.  

It is critically important that only eligible activities are allowed to take place in the SEZs. Such eligible 

activities shall comprise manufacturing activities that will include processing, assembly, mixing and 

fabrication. The manufacturing activities shall be done in terms of the South African procurement 

regulations. 

Businesses conducting manufacturing activities and businesses performing internationally tradable services 

in sectors identified in national economic policies and strategies such as the National Industrial Policy 

Framework, the New Growth Path and the Industrial Policy Action Plan are eligible to locate in a Special 

Economic Zone. 

Businesses providing warehousing and distribution and logistics services are eligible to locate in a Special 

Economic Zone. 

A business conducting manufacturing activities must: 

 Operate in one of the sectors stipulated in the Special Economic Zone license issued in terms of 

section 23(6)(b) of the Act;  

 Invest R100 million in buildings and new equipment in that Special Economic Zone; and 

 Create at least 50 additional domestic jobs within 3 years of the commencement of operation in the 

Special Economic Zone. 

A business performing an internationally tradable service must: 

 Operate in one of the sectors stipulated in the Special Economic Zone license issued in terms of 

section 23(6)(b) of the Act; 
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 Generate at least 50 % of its sales turnover in the Special Economic Zone from export markets; and 

 Create at least 15 additional domestic jobs within 3 years of the 15 commencement of operation in 

the Special Economic Zone. 

An internationally tradable service includes: 

 Computer software services; 

 Call centers; 

 Data processing;  

 Engineering and design services; 

 Insurance claim processing; 

 Medical transcription; 

 Financial services;  

 Legal databases;  

 Support services and web site services; 

 Professional services; 

 Audio visual services; 

 Construction related services; 

 Educational services; 

 Environmental services; and 

 Research and development services. 

A business providing warehousing and distribution and logistics services must: 

 Operate in one of the sectors stipulated in the Special Economic Zone licence issued in terms of 

section 23(6)(b) of the Act; and  

 Generate at least 50% of its sales turnover in the Special Economic Zone from export sales.  

A business applying to locate in a Special Economic Zone must demonstrate that: 

 It has the necessary resources, expertise and experience to operate the business; and  

 Its location in the Special Economic Zone will not have a negative impact on employment in the 

Republic. 

Businesses conducting the following activities classified under “Major Division 3: Manufacturing” in the 

Standard Industrial Classification Code issued by Statistics South Africa are not eligible to locate in a Special 

Economic Zone: 
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 Spirits and ethyl alcohol from fermented products and wine (SIC Code 3051); 

 Beer and other malt liquors and malt (SIC Code 3052); 

 Tobacco products (SIC Code 3060); 

 Arms and ammunition (SIC Code 3577); and 

 Bio-fuels if that manufacture negatively impacts on food security in the Republic. 

Existing businesses are not eligible to locate within a Special Economic Zone. 

7.7 Applicable Regulations 

7.7.1 National Building Regulations and Building Standards Act, 103 of 1977 

The requirement, in terms of the National Building Regulations and Building Standards Act, 103 of 1977 

("Building Standards Act"), to obtain written approval from the relevant municipality prior to erecting any 

building is unlikely to apply in relation to SEZs because the Building Standards Act does not apply to 

buildings erected by or on behalf of the state except to the limited extent set out below.  The State must, 

before erecting the buildings concerned, submit the plans and particulars in respect of any building to be 

erected by or on behalf of the State, accompanied by a certificate, signed by the head of the State 

Department concerned or an officer designated by him, setting out in full details regarding the respects in 

which the plans deviate from the requirements of the Building Standards Act to the relevant municipality 

for its information and comment. 

7.7.2 Major Hazard Installation Regulations: Occupational Health and Safety Act  

The Major Hazard Installation Regulations are made under the Occupational Health and Safety Act and 

places the responsibility on an employer to protect employees and the general public who may be exposed 

to significant health and safety risks due to that employer's workplace. There are two instances in which a 

facility may qualify as a major hazard installation. Firstly, where more than the prescribed quantity of a 

notifiable substance described in regulation 8 of the General Machinery Regulations is or may be kept and 

secondly, where substances are produced, used, handled or stored in such a form and quantity that it has 

the potential to cause a ‘major incident’, which the regulations describe as an occurrence of ‘catastrophic 

proportions.’ An incident is of catastrophic proportions if it has the potential to affect the public beyond 

the boundaries of the facility. 

7.7.3 Mineral and Petroleum Resource Development Act, 28 of 2002  

The Mineral and Petroleum Resource Development Act 28 of 2002 ("the MPRDA") is the principle Act 

regulating South Africa's minerals and petroleum resources. The Act provides that the State is the 
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custodian of these resources and seeks to promote the development of mineral and petroleum resources 

for the benefit of all South Africans.  

Consequently, any person who intends to use the surface of any land in any way which may be contrary to 

or which is likely to impede the development of mineral and petroleum resources must apply to the 

Minister of Mineral Resources for approval.  This requirement does not apply to the land to be used for 

agricultural or related purposes or that lies within a proclaimed township (land use/zoning scheme) that 

has been approved by Minister of Mineral Resources in terms of the MPRDA. 

7.7.4 National Environmental Management Act, 107 of 1998  

There is a broad range of environmental legislation that applies in South Africa, which is administered by all 

three spheres of government. For the purposes of this section we consider the potential environmental 

regulatory approvals and compliance responsibilities associated with selecting a site for the SEZ and the 

construction and installation of infrastructure required to establish it. The National Environmental 

Management Act ("NEMA") is the national framework law on the environment and all other environmental 

laws must be read together with it. 

7.7.5 Environmental Authorisation 

NEMA allows the National Minister responsible for the environment ("the Environment Minister") to list  

certain activities (in what are referred to colloquially as Listing Notices) that may have a significant 

detrimental impact on the environment and that may not commence without an environmental 

authorisation. The Environment Minister may also prescribe the application process for environmental 

authorisation. The Environment Minister has published three listing notices and regulations that prescribe 

the authorisation process (referred to as "Listing Notice 1", "Listing Notice 2" and "Listing Notice 3" and 

"the EIA Regulations, 2010" respectively). An environmental authorisation will be necessary in respect of 

each listed activity that forms part of an SEZ. In practice, environmental authorities issue a single document 

containing all of the necessary authorisations referred to as a Record of Decision (ROD). 

7.7.5.1 National Environmental Management: Air Quality Act, 39 of 2004  

Many of the requirements in the National Environmental Management: Air Quality Act, 39 of 2004 

("NEMAQA") are unlikely to have direct relevance to the establishment (construction) of an SEZ but will 

likely be pertinent in relation to the proposed manufacturing activities businesses who locate to the SEZ 

will undertake. 
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7.7.5.2 National Environmental Management: Waste Act, 59 of 2008 

South Africa's waste laws are based on the concept of the "waste hierarchy" in terms of which should 

waste be minimized.  If waste cannot be minimized, it must be reduced, re-used and recycled.  The disposal 

of waste should be the last resort in terms of the management of waste. 

The National Environmental Management: Waste Act, 59 of 2008, ("NEMWA") establishes a general duty in 

respect of waste management.  The duty requires holders of waste to take all reasonable measures for 

effective waste management, which include avoiding the generation of waste, minimising the toxicity and 

quantity, reducing, re-using, recycling and recovering waste, ensuring environmentally sound treatment 

and disposal of waste, refraining from endangering health, the environment or causing a nuisance through 

noise, odour or visual impacts and preventing waste from being used for an unauthorised purpose.  Thus 

the generator of waste that is likely to cause pollution bears responsibility to ensure that all waste is 

correctly disposed in a way that does not harm or damage the environment. 

7.7.5.3 National Environmental Management: Biodiversity Act, 10 of 2004  

The development of a SEZ may involve the disturbance or destruction of, or damage to, listed protected 

species of plants or animals, which is regulated in terms of the National Environmental Management: 

Biodiversity Act, 10 of 2004 ("the Biodiversity Act"). The Biodiversity Act binds all organs of state in the 

national and local spheres of government; and in the provincial sphere of government, subject to section 

146 of the Constitution.  Chapter 4 of the Biodiversity Act deals with threatened or protected ("TOP") plant 

and animal species. No one may carry out a restricted activity involving a specimen or a “listed protected or 

threatened species” without a permit.  The restricted activities relating to TOP species include killing, 

picking, uprooting, damaging or destroying, having in possession, growing breeding, moving or 

translocating specimens of TOPs. 

7.7.6 National Water Act, 36 of 1998 

Depending on the nature of the site chosen, the SEZ Governance Entities may carry out certain water uses 

during the construction or operation of the SEZ that require a water use license.  The National Water Act, 

36 of 1998, ("the NWA") is the principal Act regulating the use and protection of freshwater resources 

while the supply of water is regulated primarily by the Water Services Act. The NWA applies to any “water 

resource” and regulates “water use”.  Both these terms are defined widely.  Water resource is defined to 

include aquifers, surface water, the banks and beds of watercourses, wetlands, and estuaries (but not the 

sea). Water users are also required to register with the Regional Office of the Department of Water Affairs. 
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7.7.7 National Forests Act, 84 of 1998 

The development of a SEZ may involve the disturbance or destruction of, or damage to, protected tree or 

trees in a natural forest, which is regulated in terms of the National Forests Act, 84 of 1998 ("the NFA").   

The Minister responsible for forestry may declare individual trees, groups of trees, woodlands, forests or 

species of trees as protected.  Trees in natural forests are also protected under the NFA. A natural forest is 

a group of indigenous trees whose crowns are contiguous, or a natural forest declared by the Minister.  The 

effect is that no person may cut, disturb, damage or destroy any protected tree or possess, collect, remove, 

transport, export, purchase, sell, donate or in any other manner acquire or dispose of the tree or any 

product of the tree without a license or an exemption from the requirement to obtain a license. The 

Minister has declared certain species of trees as protected and certain individual trees or groups of trees.  

The list includes species such as camel thorn, baobab and white milkwood. 

7.7.8 National Heritage Resources Act, 25 of 1999 

The National Heritage Resources Act, 25 of 1999 ("NHRA") provides, among others, for the identification, 

management, protection and conservation of heritage resources in South Africa. "Heritage resources" are 

broadly defined in the NHRA as "any place or object of cultural significance" The NHRA is significant in the 

context of the establishment of any SEZ because if the SEZ site is itself a heritage resource or objects are 

found on the SEZ site that are heritage resources the processes required to be followed and the approvals 

required to be obtained may delay or limit the nature and extent of development that may be undertaken 

on that site. 

7.8 Procurement Legislation 

The SEZ Governance Entities will have to procure goods and services to establish the SEZ, for example 

construction services and materials.  The entity most likely to procure would be the Operator, since one of 

its responsibilities is developing the SEZ.  In view of the institutional arrangements provided for in the SEZ 

Act, it is probable that the operator will be a private company (as the Operator will either be appointed 

through a competitive process or will be the SEZ entity in circumstances where the SEZ is operated as a 

PPP). It is also possible that other SEZ Governance Entities will procure goods and services to facilitate the 

establishment, some of which may be government entities. 

There are a number of significant impacts that flow from the application of legislative procurement 

requirements.  Below follows a brief consideration of the constitutional and legislative requirements 

relating to procurement that will apply to government SEZ Governance Entities and the extent to which any 
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of those requirements will apply to private sector SEZ governance Entities when they procure on behalf of 

the SEZ. 

7.8.1 The Constitution of the Republic of South Africa, 1996 

The Constitution provides that "when an organ of state in the national, provincial or local sphere of 

government, or any other institution identified in national legislation, contracts for goods or services, it 

must do so in accordance with a system which is fair, equitable, transparent, competitive and cost-

effective.   Generally this means running a public tender process which is open and hence subject to public 

scrutiny.  The public interested in bidding must be given an equal opportunity at bidding and a fair chance 

at winning the bid.  In other words, bid documents should not be biased in favor of particular competitors.  

Furthermore, the tender process should result in the most cost-effective outcome (which is not necessarily 

awarding the bid to the cheapest tenderer). 

Only "organs of state in the national, provincial or local sphere of government" are required to comply with 

this requirement. All the government entities that may act as SEZ Governance Entities would be required to 

comply with this constitutional requirement when procuring goods or services. Although there is some 

scope for argument on this point, the preliminary view is that a private company acting as an SEZ 

Governance Entity would not be required to comply with the constitutional requirements relating to 

procurement. This is so because it is unlikely that they would fall "within a sphere of government" since 

none of the spheres will exercise effective control over them.  It would be advisable to obtain a legal 

opinion on this point once the structuring of governance arrangements for particular SEZ governance 

arrangements have been finalised. 

7.8.2 The Public Finance Management Act, 1 of 1999 

The accounting officer of each national and provincial government department and the accounting 

authorities of each public entity is required to develop a 'procurement and provisioning system' that is fair, 

equitable, transparent, competitive and cost effective ("the SCM policy").  All procurement decisions must 

be taken in terms of the SCM policy. 

The detailed requirements of each process will be determined by each particular SCM policy and generally 

at least three quotations must be obtained when goods and services are procured by way of quotations 

rather than competitive bidding. Further detailed requirements, set out in the Treasury Regulations, apply 

to government departments and public entities that are not national or provincial government business 

enterprises (in other words, national and provincial business enterprises are given more flexibility in 

designing their SCM Policy).   However, while the Treasury Regulations do not apply to these government 
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enterprises they are still required to follow a procurement process that complies with the constitutional 

principles set out in section 217(1) of the Constitution. 

7.8.3 The Municipal Finance Management Act, 56 of 2003 

Similar, but more detailed and restrictive requirements apply to municipalities and municipal entities in 

terms of the Municipal Finance Management Act and the Municipal Supply Chain Management Regulations 

("the SCM Regulations").  Similarly, some form of quotation or bidding process will be required to procure 

goods or services valued at more than R2 000.   While the contents of SCM policies in terms of the PFMA 

vary considerably, the Municipal SCM regulations exhaustively regulate the contents of municipal SCM 

policies and all such requirements must be incorporated into municipal SCM policies and applied in respect 

of each procurement. In addition, the SCM policies of municipal entities must be aligned with the SCM 

policy of their parent municipalities.  It should be noted that the prescriptive nature of the SCM Regulations 

will impact on procurement processes and will require municipal entities to capacitate it simply to comply 

with such regulations.  This includes setting up a committee system to evaluate and adjudicate bids. 

7.8.4 The Preferential Procurement Policy Framework Act, 5 of 2000  

The Preferential Procurement Regulations  ("PPR") apply to the different forms of Government Entities that 

may act as SEZ Governance Entities and to all procurements of good and services valued at over R30 000.   

However, it will only apply to a SEZ Entity that is listed as a public entity in one of the Schedules to the 

PFMA.  These regulations are however fully applicable to municipalities and municipal entities. 

The PPR provide for a potential two stage process for the evaluation of tenders. In the first stage tenders 

are evaluated for functionality and must reach a minimum score for functionality in order to advance to the 

next stage of evaluation. At the second stage, tenders are evaluated on the basis of price and preference 

(where preference points are calculated based on B-BBEE status level verification certificates). 

7.8.5 Land and Immovable Asset Management 

It is apparent from the SEZ Act that one of the key requirements for the establishment of the SEZ is that the 

Licensee acquires or controls the immovable property on which the SEZ is to be established. The land may 

be purchased or leased by the Licensee from another government entity or from a private sector entity. 

This will trigger certain regulatory processes on the part of the purchaser or lessee, if that entity is a 

government entity. If the immovable property were to be purchased or leased from another government 

entity, that entity (the seller or lessor) would also have to comply with certain regulatory processes to 

transfer or lease out that government immovable property. It is also contemplated in the SEZ Act that the 

Licensee will transfer ownership and control of the immovable property to the SEZ entity which may trigger 
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similar obligations. Further, the SEZ Governance Entities are likely to lease immovable property (which is 

likely to be government-owned) within the SEZ to companies seeking to operate their businesses there, 

which would also trigger regulatory obligations if that immovable property is government owned. These 

regulations and procedures are covered under the following acts and regulations that are covered in detail 

in Annexure XX: 

 Public Finance Management Act, 1 of 1999 and specific obligations relating to the sale and letting of 

immovable assets by the national government, provincial government or a public entity; 

 Municipal Finance Management Act 56 of 2003 and obligations relating to the sale or letting of 

immovable property by a municipality or municipal entity; 

 Government Immovable Assets Management Act, 19 of 2007; 

 Prevention of Illegal Eviction Act, 19 of 1998; and 

 Restitution of Land Rights Act, 22 of 1994. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 207 of 349 

8. Socio Economic Factors and Skills 
 

8.1 Skills Requirements and Needs 

The availability of adequately skilled people is often a key determining factor of the willingness of 

businesses to invest in a given area. It also, to a large extent, determines the degree to which local 

residents are able to take advantage of employment opportunities. 

Limpopo has lower education levels than the national average – often by a significant margin. What is 

particularly worrying is the proportion of the population aged 20+ without any schooling. While education 

statistics have improved significantly from 2001 to 2011, the percentage of people older than 20 without 

schooling in 2011 was still high. This is around double the national proportion of people older than 20 years 

without any form of education. 

 

The South African Government will need to be willing to commit to fast track permission for international 

skills to enter and work in South Africa in the short to medium term to facilitate local R&D and local 

manufacturing skills development. 

 

Addressing the skills and education problem in Limpopo, Musina should further start on primary and 

secondary school levels. The Limpopo Education Department has, for several reasons, been struggling with 

delivery of infrastructure and service schools, resulting in poor attendance and pass rates in schools. Only 

once the school system is able to produce good students, will the Universities and FET’s be efficient in 

developing the skills so desperately needed in the region. The provincial educational authorities need to 

establish a working group in close consultation with industry players to develop a plan to address these 

concerns. 

8.2 Socio-Economic Conditions and Trends 

The significance of impacts is often highly dependent on the economic environment or context within 

which they occur. For example, job creation in a small local community with a stagnating economy and high 

unemployment will be far more significant than it would be in a larger community with a healthy economy. 

In order to offer such baseline information to the impact assessment this section presents socio-economic 

conditions and trends. 

The proposed SEZ area in Limpopo is situated within Musina Local Municipality which forms part of the 

Vhembe District Municipality. 
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Socio-economic information and data was gathered from the following key sources: 

 Census data from the Statistics South Africa database; 

 Treasury data on municipal finances; 

 Auditor General data on municipal finances; 

 Economic development and planning documents such as growth strategies, IDPs, LED strategies and 

SDFs; 

 Other studies conducted in the area; and 

 Database information (e.g. Quantec). 

8.2.1 Demographics  

The total population of the relevant municipalities as estimated in the 2001 and 2011 censuses along with 

population growth estimates are displayed in the following table. These can then be compared with 

provincial and national estimates also provided in the table. 

The population of Limpopo in 2001 was estimated to be 5 million, constituting around 11.2% of the South 

African population. At this time the Musina Local municipality had a total population of 39,310. 

In 2011, the total population of the Musina Local Municipality was estimated at approximately 68,359, 

suggesting a particularly high annual average population growth rate of 5.5% between 2001 and 2011. This 

population growth rate is substantially higher than the population growth at both the provincial and the 

national level. The district population grew at an annual rate of 0.8% from 1.198 million in 2001 to 1.295 

million in 2011. 

  South Africa Limpopo 
Vhembe 
District 
Municipality 

Musina Local 
Municipality 

Total population         

2001 44,819,800 4,995,500 1,198,000 39,310 

2011 51,770,600 5,404,900 1,294,700 68,359 

Ave Annual Population Growth 1.4% 0.7% 0.8% 5.5% 

Table 15: Total population by area (Source: StatsSA, 2013) 

8.2.2 Employment  

The table below presents both the official overall unemployment and the youth unemployment rates (i.e. 

unemployment among people aged 15 – 35 years) for the relevant study areas. For the sake of comparison, 

unemployment statistics are also shown for the province and country as a whole. 
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Unemployment is a particularly serious challenge in Limpopo. In 2011, the estimated unemployment in the 

province was higher than for all other provinces at 38.7%. The Vhembe District Municipality had an almost 

identical unemployment rate of 38.9%. 

The situation in Musina is better than for the overall district particularly when one considers is high 

population growth rate. In line with the national decrease in the unemployment rate, unemployment in 

Musina fell from 24.9% in 2001 to 18.7% in 2011. This is substantially better than provincial and national 

averages and indicates the strong role of Musina in providing work opportunities to the wider area. 

  South Africa Limpopo 
Vhembe 
District 
Municipality 

Musina Local 
Municipality 

Unemployment Rate         

2001 41.6% 47.3% 53.0% 24.9% 

2011 29.8% 38.9% 38.7% 18.7% 

Youth Unemployment Rate         

2001 51.1% 58.5% 65.0% 27.8% 

2011 48.9% 49.4% 50.6% 22.5% 

Table 16: Overall unemployment and youth unemployment rate by area (Source: StatsSA, 2013) 

With regard to the sectoral division of employment opportunities, for the Vhembe District Municipality the 

dominant sector in terms of employment provision in 2001 was community, social and personal services 

(32 % of jobs) followed by agriculture (17% of jobs) and wholesale and retail trade (see Error! Reference 

source not found. below). In the Musina Local Municipality the dominant sector in terms of employment 

provision was agriculture (61% of jobs) followed by community, social and personal services (10% of jobs). 

In the period since 2001 it is likely that there have been significant increases in the proportion of total jobs 

to be found in the mining and wholesale and retail trade. 

 
Table 17: Industry share of total employment (2001) (Source: StatsSA, 2002) 

Industry/sector Limpopo

Vhembe 

District 

Municipality

Musina Local 

Municipality

Agriculture; hunting; forestry and fishing 20.5% 17.1% 61.3%

Mining and quarrying 4.8% 1.4% 4.2%

Manufacturing 7.0% 6.4% 2.6%

Electricity; gas and water supply 1.1% 1.4% 0.1%

Construction 5.9% 7.2% 2.8%

Wholesale, retail trade; repairs, hotels & rest. 14.6% 14.2% 6.4%

Transport; storage and communication 3.6% 3.8% 2.7%

Financial; insurance; real estate & business serv 5.4% 5.5% 2.9%

Community; social and personal services 24.9% 31.8% 10.0%

Private households 12.1% 11.2% 7.0%

Extraterritorial organisations 0.0% 0.0% 0.0%

Representatives of foreign governments 0.0% 0.0% 0.0%

Total 100.0% 100.0% 100.0%
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Unfortunately sectoral employment statistics were not collected in the 2011 Census, thereby not allowing 

for an examination of more recent statistics on this aspect. 

8.2.3 Income Levels and Wages 

The table below reports on individual incomes in the study area for 2011. Between 39% and 44% of 

individuals earned no income in the province, district and local municipality. The majority of those with 

some form of income tended to be low earners with around 43% of individuals in the Vhembe District and 

Musina Local Municipalities earning less than R1,600 per month in 2011. 

 

Table 18: Percentage of individuals per monthly income category (Source: StatsSA, 2012) 

With respect to dependency ratios (the number of non-working aged people per 100 working aged people 

aged), in 2011 these were measured at 67.3 for Limpopo, 69.9 for the Vhembe District municipality and 

44.5 for the Musina Local Municipality. The district ratios are significantly higher than the national average 

dependency ratio of 52.7 whilst the local Musina ratios are lower (StatsSA, 2013). 

8.2.4 Economic Growth and Production 

In 2008, the entire South African economy was severely impacted by the global recession, resulting in a 

negative economic growth rate of 1.5% (StatsSA, 2012). The effect of the recession is similarly observed in 

provincial statistics, with Limpopo’s economy shrinking by 1.7% during this period. Aside from this dip in 

economic activity, Limpopo has maintained an average annual growth rate of between 2.4% (2002/2003) 

and 4.8% (2005/2006). Limpopo regional gross domestic product reached roughly R223 billion in 2012 (see 

the table below). 

Income category Limpopo

Vhembe 

District 

Municipality

Musina Local 

Municipality

No income 44.41% 43.89% 39.35%

R 1 - R 400 27.69% 29.67% 16.55%

R 401 - R 800 3.60% 4.39% 7.61%

R 801 - R 1 600 13.68% 13.52% 20.09%

R 1 601 - R 3 200 3.60% 2.88% 6.72%

R 3 201 - R 6 400 2.50% 1.83% 3.66%

R 6 401 - R 12 800 2.31% 2.02% 3.21%

R 12 801 - R 25 600 1.61% 1.40% 1.88%

R 25 601 - R 51 200 0.42% 0.28% 0.61%

R 51 201 - R 102 400 0.09% 0.05% 0.18%

R 102 401 - R 204 800 0.05% 0.04% 0.08%

R 204 801 or more 0.04% 0.04% 0.06%

Total 100.00% 100.00% 100.00%
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Table 19: Limpopo regional gross domestic product (current prices – Rand million) (Source: Statistics SA, 

2013a) 

Average real annual economic growth rates for each province and for the country as a whole from 2002 to 

2012 are given in the figure below. With an average growth rate of 2.9% over the period, Limpopo ranks 

joint 7th (with the North West) out of the nine provinces in terms of average annual economic growth over 

the period. 

 

Figure 33: Average real annual economic growth rate per region: 2002 – 2012 (Source: StatsSA, 2013a) 

When examining the relative contribution of the nine provinces to national GDP over time (see figure 

below), Limpopo’s contribution to the South African economy has increased steadily from 5.8% to 7.1% 

between 1997 and 2012. 
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Figure 34: Provincial contributions national GDP: 1997, 2007 and 2012 (Source: StatsSA, 2013a) 

The relative size of the GDP contribution per sector for each of the provinces is shown in the following 

table. From the data it is clear that the key contribution and currently exploited comparative advantages in 

Limpopo lie in the mining and quarrying sectors which account for 28.7% of provincial GDP followed by the 

services sectors (accounting for 30% of GDP) and the wholesale and retail trade sector (11% of GDP). 
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Table 20: Relative size of industries per province: 2012 (Source: StatsSA, 2013a) 

8.2.5 Exports 

The figure below shows the contribution of the province to South Africa’s overall exports between 2000 

and 2011. Limpopo remains a relatively minor contributor to overall exports. However, its contribution has 

shown the greatest overall increase among the provinces from a very low base of 0.8% in 2000 to 2.2% in 

2011. This represents a 2.75 fold increase in its share of national exports. The province exports most of its 

products (56.4% of total exported goods) to Asia, of which 68.8% are mineral products. Europe is the 

destination for 17.8% of exports and Africa and America contributes 15.1% and 10.6% respectively 

(UrbanEcon, 2012). 
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Figure 35: Percentage contribution to the total South African export in 2000, 2005 and 2011 (Source: 

UrbanEcon, 2012 using Quantec data) 

8.2.6 Local Government Finances 

Most businesses rely on municipal services at least to some degree. Therefore, as a general rule, investors 

are more likely to invest in areas where they perceive that municipal services will be available and 

effectively delivered. Healthy local government finances help to build confidence in potential investors and 

residents. They give some indication that a municipality is able to service its clients and grow sustainably. 

To contextualize and complement the discussion on the state of local government finances, the local 

government audit outcomes for the relevant municipalities between 2007 and 2012 are summarized in the 

table below. While the relationship between a municipality’s audit outcomes and its financial health is not 

unequivocal, audit outcomes provide a good indication of the state of municipal financial management. 

The audit outcome of Limpopo regressed in the 2012/13 auditing year for the second consecutive year 

(Auditor-General SA, 2013). In 2012 Limpopo fared the worst of all provinces in terms of progress toward 

unqualified financial statements, with only 6% of auditees6 in the province receiving unqualified audit 

assessments (Auditor-General SA, 2012). 

The Vhembe District Municipality received a disclaimer audit in the most recent year and a qualified audit 

for the two years prior to this suggesting a failure to supply the documentation necessary to form an audit 

opinion. For the two most recent audit periods, the Musina Local Municipality received a qualified audit 

which was a regression compared with the three years prior to this when unqualified audits were received. 

                                                
6
 Auditees refer to all municipalities and municipal entities in local government that are audited by the audit-general of South 

Africa. 
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Municipality 
Audit outcome 
2011-12 

Audit 
outcome 
2010-11 

Audit outcome 
2009-10 

Audit outcome 
2008-09 

Audit outcome 
2007-08 

Vhembe District 
Municipality 

Disclaimer with 
findings  

Qualified with 
findings 

Qualified with 
findings 

Disclaimer with 
findings 

Disclaimer with 
findings 

Musina Local 
Municipality 

Qualified with 
findings 

Qualified with 
findings 

Unqualified with 
findings 

Unqualified with 
findings 

Unqualified with 
findings 

Key: 
Financially 
unqualified audit 
opinion 

The financial statements contain no material misstatements. Unless we express a clean audit outcome, 
findings have been raised on either reporting on predetermined objectives or non-compliance with 
legislation, or both these aspects. 

Qualified audit 
opinion 

The financial statements contain material misstatements in specific amounts, or there is insufficient 
evidence for us to conclude that specific amounts included in the financial statements are not materially 
misstated. 

Disclaimer of audit 
opinion 

The auditee provided insufficient evidence in the form of documentation on which to base an audit opinion. 
The lack of sufficient evidence is not confined to specific amounts, or represents a substantial portion of the 
information contained in the financial statements. 

Table 21: Auditor General audit outcomes for relevant municipalities (Source: Auditor-General South 

Africa, 2013a) 

To examine the state of local government finances, National Treasury scores each municipality on a scale of 

one to three on eight key measures of financial health. Municipalities receiving an aggregate score of 16 or 

more are classified to be in financial distress.7 Both the Vhembe District Municipality and the Musina Local 

Municipality were classified as being in financial distress as can be seen by their scores in the following 

table. 

 

Table 22: Financial distress rating of relevant municipalities (Source: SA Treasury, 2013) 

The overall picture that emerges from audit outcomes and financial distress measures is not encouraging 

and will require improvement particularly if the chances of success are to be maximised in tackling large 

and complex projects such as that envisaged by the SEZ programme. 

8.2.7 Investment Levels and Trends  

Total gross domestic fixed investment (in constant 2005 prices) is given in the table below. Limpopo, the 

Vhembe District Municipality and the Musina Local Municipality experienced significant growth in fixed 

investment between 1999 and 2008. This growth was largest in the 2005-08 period in which growth in fixed 

                                                
7
 A description of the eight measures as well as the aspects on which the municipalities are evaluated can be found in National 

Treasury, 2012. The measure of financial distress is “intended to provide an initial indication of which municipalities may be 
approaching ‘financial crises” (National Treasury, 2012:2). 

Municipality
Cash 

Coverage

Cash 

Balances

Reliance 

on 

Capital 

Grants

Over 

Spending 

Operational

Under 

Spending 

Capital

Debtors 

Growth

Debtors 

% own 

revenue

Creditors 

Cash

Total 

Score

Vhembe District 

Municipality
1 1 3 3 3 2 3 1 17

Musina Local 

Municipality
3 3 3 3 3 1 1 1 18
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investment was 67% for Limpopo, 59% for the Vhembe District Municipality and a very high 103% for the 

Musina Local Municipality. The growth in fixed investment slowed significantly in the 2008-11 period, 

growing by only 1.1% at the provincial level while the district recorded negative growth and the Musina 

Local Municipality grew by 7.7%. 

 

Table 23: Gross domestic fixed investment for relevant areas (Source: Quantec database, 2012) 

8.2.8 Education Levels 

The availability of adequately skilled people is often a key determining factor of the willingness of 

businesses to invest in a given area. It also, to a large extent, determines the degree to which local 

residents are able to take advantage of employment opportunities. 

The next table shows that that Limpopo as well as the Vhembe District Municipality and the Musina Local 

Municipality have lower education levels than the national average – often by a significant margin. What is 

particularly worrying is the proportion of the population aged 20+ without any schooling although this has 

improved between 2001 and 2011. While education levels have improved significantly from 2001 to 2011, 

the percentage of people older than 20 without schooling in 2011 was still as high as 17.7% in the Vhembe 

District Municipality (more than double the national average) and 11.3% in the Musina Local Municipality. 

The percentage of the population aged 20+ with a higher education in 2011 was 9.9% in the Vhembe 

District Municipality and 6.8% in the Musina Local Municipality. 

  South Africa Limpopo 

Vhembe 

District 

Municipality 

Musina Local 

Municipality 

No schooling (aged 20+)         

2001 18.0% 33.2% 32.2% 25.4% 

2011 8.6% 17.3% 17.7% 11.3% 

Matric (aged 20+)         

2001 20.4% 14.1% 14.3% 12.5% 

2011 28.4% 22.3% 21.6% 21.6% 

Higher Education (aged 20+)         

2001 8.5% 6.8% 7.5% 4.9% 

1999 2002 2005 2008 2011

Limpopo 10,801      13,174      16,113      27,010      27,312      

Vhembe District Municipality 1,916        2,222        3,170        5,047        4,846        

Musina Local Municipality 147           232           314           636           685           

Gross Domestic Fixed Investment (contant 2005 prices 

in millions)
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2011 12.1% 9.5% 9.9% 6.8% 

Table 24: Select educational statistics by area (Source: StatsSA, 2013.) 

8.3 Economic Benefits Generally Associated with SEZs 

This section provides a brief discussion and assessment of the likely benefits associated with the SEZs. In 

the main it draws on the international literature and other sources to illustrate potential impacts which can 

then be the subject of further assessment in the feasibility phase. In this regard it focuses mainly on the 

potential impact of successful SEZs. It needs to be recognised that numerous examples of failures are also 

to be found. It provides brief overviews of: 

 The sources and types of economic impacts that have materialised from other SEZs; and 

 Results of impact assessments conducted on SEZs. 

8.3.1 Types and Categories of Economic Benefit 

Relatively recently the Facility for Investment Climate Advisory Services (FIAS) that services the World Bank 

Group and IFC conducted a review of Special Economic Zones focusing on their performance and lessons 

learned for zone development (FIAS, 2008). This review noted that the economic benefits from zone 

development are both static and dynamic. Static benefits are generally more straightforward and include 

(FIAS, 2008): 

 Direct employment creation and income generation; 

 Export growth and export diversification; 

 Foreign exchange earnings; 

 Foreign direct investment; and 

 Government revenues. 

Dynamic benefits, on the other hand, are recognised as much harder to measure. However, according to 

FIAS, they are often more important to the long-term contributions from zone development. These 

benefits include (FIAS, 2008): 

 Indirect employment creation; 

 Skills upgrading; 

 Technology transfer; 

 “Demonstration effect” arising from application of “best practices”; and 

 Regional development. 
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Farole (2011) further distinguishes between economic benefits according to the stages at which they 

emerge over time. Static benefits such as investment and job creation are generally derived in the 

relatively short term. SEZ programs that are successful in contributing to long-term development leverage 

these static benefits into dynamic economic benefits such as technology transfer and the encouragement 

of domestic entrepreneurs. 

8.3.2 Results of Benefit Assessments 

This section focuses on the results of assessments of the economic benefits that are associated with SEZs. It 

draws primarily on the FIAS review along with the research by Farole on the economic impacts of SEZs in 

Africa (see FIAS, 2008 and Farole, 2011). Together, these sources provide comprehensive data on impacts 

drawing on other sources in the process. 

8.3.2.1 Foreign Direct Investment  

Attracting foreign direct investment (FDI) is widely recognised as one of the key rationales behind the 

establishments of SEZs. According to FIAS (2008), supporters of SEZs claim that by offering world-class 

facilities and best practice policies, zones can offset some aspects of an often otherwise adverse 

investment climate. Unfortunately, the impact of zones on FDI is hard to gauge given the lack of data. Many 

zones do not track foreign investment flows separately, and data is uneven. 

While data is generally lacking, that which is available suggests that SEZs are an important destination of 

FDI in some countries. China is the prime example in this regard where SEZs have been successful and 

account for over 80% of cumulative FDI (FIAS, 2008). Recent research using Chinese municipal datasets has 

also shown that the SEZ program increased FDI not merely through firm relocation, and did not crowd out 

domestic investment. In addition, most SEZs were found to achieve agglomeration economies and 

generate wage increases for workers more than the increase in the local cost of living (Wang, 2013). Other 

successes include the Philippines where the share of FDI flows going to the country’s eco-zones increased 

from 30% in 1997 to over 81% in 2000 and Bangladesh where $103 million of the total $328 million of FDI 

inflows were registered in EPZs (UNCTAD, 2003 in FIAS, 2008). 

The next table shows FDI into SEZs focusing on African countries and three other countries for comparative 

purposes. Within Africa, Ghanaian, Kenyan and Tanzanian SEZs have managed to attract relatively 

significant FDI while Nigerian SEZs have largely been a failure in this respect (Farole, 2011). 
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Table 25: FDI flows into SEZs for selected countries (Source: Farole, 2011) 

The figure below elaborates on the FDI data above by showing the number of firms that are located in SEZs 

per country. As one would expect, countries with significant FDI flows into SEZs are also characterised by 

greater numbers of firms within SEZs with Honduras having close to 600 such firms. 

 

Figure 36: Number of firms per SEZs for selected countries (Source: Farole, 2011) 

8.3.2.2 Employment Creation 

SEZs have been found to play a major role in employment creation in certain countries. The table below 

shows that, globally, approximately 68 million jobs are in firms located within SEZs. In addition, research 

has shown that the rate of job creation in a number of SEZ programs has been rapid. Employment in the 

Dominican Republic’s industrial free zones, for example, rose from 500 in 1970 to almost 200,000 in 2008 

(FIAS, 2008). Aside from direct employment, indirect employment effects can also be substantial. 
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Table 26: Direct employment associated within SEZs globally (Source: FIAS, 2018) 

The next table also shows that employment within individual countries can be high for those with 

successful SEZ programmes. Within Africa, Kenya stands out as a country with a significant proportion (i.e. 

15%) of total jobs to be found within SEZs. 

 

Table 27: Direct employment associated within select SEZs programmes (Source: Farole, 2011) 

8.3.2.3 Export Growth and Diversification 

In many countries, SEZ programmes account for a major share of exports. Using 2005 data, FIAS (2008) lists 

the following examples of shares in total exports: 

 Americas: Nicaragua (79.4%); the Dominican Republic (77%); Panama (67%); 

 Asia and the Pacific: Bangladesh (75.6%); Sri Lanka (67.1%); the Philippines (78.2%); Pakistan (50.3%); 

 Middle East and North Africa: Lebanon (36.3%); Bahrain (68.9%); Morocco (61%); and 
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 Sub-Saharan Africa: Ghana (22.4%); Madagascar (80%); Mauritius (34.4%). 

The next table shows that globally, exports from SEZs totalled approximately US$851 Billion in 2007. As one 

would expect, Asia made the largest contribution to this total. 

 

Figure 37: Exports associated within SEZs globally (Source: FIAS, 2018) 

Aside from increased volumes, SEZ programs (especially those focused on Export Processing Zones - EPZs) 

have also been able to catalyse export diversification in particular from a reliance on primary commodities 

to manufactured exports. Key examples of this trend include (FAIS, 2008): 

 Costa Rica, where the EPZ share of national manufactured exports jumped from less than 10% in 

1990 to 55% in 2003; 

 Tunisia, where the EPZ share of national manufactured exports has more than doubled since 1990; 

and 

 Kenya, where the share of national manufactured exports has increased from 3.5% in 1997 to 19.3% 

in 2003. 

In reviewing the Indian experience with SEZs, Aggarwal (2010) finds that, “while SEZs are stimulating direct 

investment and employment, their role appears to be more valuable in bringing about economic 

transformation from a resource-led economy to a skill and technology-led economy; from low value added 

economic activities to high value added economic activities; from low productive sectors to high productive 

sectors; and from unorganised to organized sectors, both at the national and regional levels.” 

With regard to export growth trajectories, the following figure compares the export growth paths of two 

successful SEZs (Suzhou in China and Costa Rica) to three African SEZ programs (Ghana, Kenya, and 

Lesotho) and three non-African programs (Bangladesh, the Dominican Republic, and Vietnam). The figure 

shows that most zone programs start slowly, growing linearly in the initial stages, before hitting a growth 
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inflection point. At this point the more successful SEZ programs seem to have grown exponentially (Farole, 

2011). 

 

Figure 38: SEZ export growth trajectory (Source: Farole, 2011) 

8.3.2.4 Industrial Upgrading, Technology Transfer and Dynamic Effects 

With regard to the catalytic role of SEZs in industrial upgrading and technology transfer, evidence of 

success is less clearly defined. On the one hand, there is clear evidence of the catalytic role played by EPZs 

in the East Asian newly industrialized economies, especially the Republic of Korea and Taiwan (China). FIAS 

(2008) also cites the technology parks in India which “were critical to the expansion and upgrading of ICT 

activities, not just in terms of routine data entry and software coding operations, but also in much more 

complex software development, content development, and multimedia operations.” On the other hand, 

surveys have not been able to find a significant difference between EPZ and non-EPZ-based export-oriented 

firms in terms of technology transfer and linkages (UNCTAD, 2003). 

With regard to the longer term aim of SEZs in fostering wider economic development, the figure below 

provides a schematic of the transition between a so-called ‘island’ SEZ(s) in which linkages to the domestic 

economy are severely limited or inexistent and ‘catalyst’ SEZ(s) in which technological capabilities are being 

upgraded and domestic linkages are created (Farole and Ackini, 2011). It is this transition that has the 

potential to amplify static benefits and ensure that dynamic benefits also emerge. 
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Figure 39: SEZs – islands to catalysts (Source: Farole and Ackini, 2011) 

8.3.2.5 Government Revenues and Costs 

SEZ development can have particularly complex impacts on government revenues and budgets. The use of 

incentives is especially important in this regard and, as pointed out by FIAS (2008) and other observers, a 

key issue is whether investors would have located in a zone or region without the provision of incentives in 

the first place? This is generally an extremely difficult question to answer particular in the planning and 

feasibility phase of SEZ development. The figure below provides a basic overview of potential complexities 

by showing the main revenue gains commonly associated with SEZs alongside the costs. 

 

Figure 40: Typical government revenues and costs from SEZ development (Source: FIAS, 2018) 

8.4 Economic Benefits Associated with the SEZ 

The preceding section has provided an overviewed the type and nature of economic benefits one can 

expect from successful SEZs. This section focuses on presenting the results of an assessment of the 

economic benefits that can be expected to flow specifically from the Musina SEZ. 
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8.4.1 Approach 

As per the differentiation used by FIAS (2008), the potential economic benefits of SEZs include so-called 

static as well as dynamic benefits. This assessment considers both types of benefits, but places relatively 

more emphasis on those that are quantifiable and are commonly considered in similar economic 

assessment exercises. Assessment therefore focuses on the following indicators of impact: 

 Direct private sector investment associated with the SEZ; 

 Impact on national Gross Domestic Product (GDP) and provincial Gross Geographic Product (GGP); 

 Impacts on employment; 

 Impacts on increased tax receipts; 

 Impacts on household incomes; 

 Increased export earnings potential; and 

 Impacts associated with skills enhancement and technology transfer. 

Impacts on GDP, GGP and jobs were chosen as the most important economic impact variables and were 

subjected to relatively more detailed assessment. 

With regard to approach, an economic impact model was constructed that allows for the prediction of 

likely impacts for the bulk of the assessment categories above. This model is similar to the model used in 

the feasibility study for the Saldanha Industrial Development Zone (IDZ) and provides for the estimation of 

direct and indirect impacts. Its workings are briefly outlined below starting with some clarifications 

regarding the nature of GDP and GGP as measures of impact. 

8.4.1.1 Understanding the Role of GDP and GGP 

The size of a national or regional economy is measured in terms of the total of all economic activities taking 

place within an area, both in the public and private sectors.  For countries like South Africa, this necessarily 

includes measures of informal sector activity as well. The name given to the measure of the size of the 

economy is Gross Domestic Product (GDP) for the country as a whole or Gross Geographic Product (GGP) 

for a province or other sub division of the nation. 

Underlying the measurement of GDP or GGP is the understanding that all economic activity is dependent 

on the physical and institutional support systems that enable an economy to operate effectively. These 

include the various levels of government, the legal system and the administrative, financial and educational 

infrastructure in the country. In terms of physical infrastructure, economic activity depends on 

infrastructure such as water supply, telecommunication and transport without which the economy would 

struggle to function. 
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While there are a number of different types of economic effects and associated indictors, contribution to 

GDP and the creation of jobs are arguably the most important ones. The importance of job creation is 

obvious. Increases in GDP – i.e. increased production – are synonymous with increases in peoples’ 

standards of living. Increased GDP is experienced in the form of more jobs, higher wages and reduced 

economic hardship making it an important and relatively all-encompassing measure. 

The effects of any large scale investment project on GDP arises as a result of the myriad ways in which 

businesses, public service providers and ordinary people find their normal daily activities affected, 

hopefully for the better, by the changes brought about by the investment. The actual task of calculating the 

economic impact of the proposed project demands a detailed and multifaceted approach not least because 

of the so-called multiplier effects. It is well recognised that the simple act of spending – constructing a 

warehouse or factory, for example - leads to other economic effects. Demand for steel and cement can 

lead to increased production in those industries. Increased demand for steel and cement, in turn, leads to 

increased demand for mining output which uses wood, water, electricity and so on. These are the so-called 

multiplier effects. While this process unfolds, each industry employs people and pays wages. Employees, in 

turn, spend their wages and cause further multiplier effects through the economy. Measuring this is further 

complicated by the fact that different industries demand different types of skills. This leads to different 

wage structures across the various industries. People earning different wages have different spending 

patterns. Thus, the change in overall spending patterns is dependent on which industries are affected. 

8.4.1.2 The Economic Modelling Process 

Input-output analysis was largely used for the measurement of the economic impact of the SEZ in keeping 

with the approach used in previous similar assessments, most notably, for the Saldanha IDZ. Input output 

tables were developed from a South African and a Limpopo Social Accounting Matrix (SAM) and converted 

into industry multipliers. This approach demands that all expenditure in and around the project be 

identified and estimated. This expenditure, in turn, needs to be linked to the 43 economic sectors for South 

Africa and 46 for Limpopo contained in the SAM (the Limpopo SAM contains a higher degree of 

disaggregation of the Agriculture sector). In addition, if employment is part of the expenditure then 

estimates must be made of the likely items of expenditure as a result of wage payments. Allowances must 

also be made for the fact that workers at different income levels have different spending patterns. 

The use of the provincial SAM produced by the Development Bank of Southern Africa (DBSA) allowed for 

assessment at a provincial level. Note that there are no multiplier models that can be used to predict 

indirect and induced impacts at spatial scales smaller than the provincial scale. Quantification of local 

impacts is thus relatively restricted in this regard and tends to focus on the local implications of direct 

impacts such as job creation. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 226 of 349 

The following expenditure categories or drivers were included in the analysis: 

 Capital expenditure on developing the SEZ; 

 Capital expenditure by the tenants: this includes construction costs and machinery and equipment 

but excludes direct imports; 

 Operating expenditure by the SEZ management team; 

 Operating expenditure by the tenants.  Once again direct imports were excluded from the analysis. 

Estimates for these expenditure items were provided by the feasibility research team for a time period of 

twenty years. Essentially five steps were required in the modelling exercise to measure the overall 

economic impact of the SEZ: 

 First, to identify the appropriate costs or expenditures; 

 Second, to determine the relative proportions of profit, labour, plant and material for each cost line 

item; 

 Third, to assign each item of material and plant to the appropriate SAM code; 

 Fourth, to decompose labour into income categories and apportion the total wage bill to each 

income category. People in different income categories in the province have different spending 

patterns and it is important that these differences be taken into account; and 

 Finally, all the SAM coded items are brought together. The total multiplier effect is calculated as the 

aggregate product SAM coded spending on plant and material, as well as SAM coded spending by 

workers multiplied through the industry multipliers. 

The estimated economic impacts therefore relate directly to the capital and operating expenditure in the 

SEZ. Included in the economic calculations are also all the backward economic linkages from this 

expenditure and the forward economic linkages that occur when workers spend their salaries. 

Direct operational job estimates were provided by the feasibility research team both for the SEZ 

management function and for the various industries that were assumed to locate and operate in the SEZ. 

Jobs associated with capital expenditure were estimated with the use of the SAM. In this regard, it is 

possible to calculate both the average salary that is paid in any one sector and the proportion of salaries to 

overall turnover in that sector. This was then used to calculate direct jobs based on the amount of capital 

expenditure in each economic sector resulting from the SEZ. 

Indirect jobs are determined through the same process as the calculation for GDP described above and 

makes use of industry multipliers calculated from the SAM. 
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In order to assess impacts it was necessary to make assumptions regarding the nature and size of 

businesses or tenants that are likely to be attracted to the SEZ. This was done by the feasibility research 

team focusing on a “middle road” or realistic scenario and a “low road” scenario in which it was assumed 

that investment in the SEZ would be lower than expected. The assumed tenants for each of these scenarios 

would be as follows: 

 Middle Road: 

 Warehousing; 

 Vehicle Distribution Centre (VDC); 

 Container yard; 

 Fresh produce handling area; and 

 Food processing facility; 

 Low Road: 

 Warehousing; and 

 Container yard. 

The results provided below focus on the middle road scenario with selected results for the low road 

scenario also presented. 

8.4.1.3 Key Assumptions and Limitations 

Key assumptions and limitations associated with the assessment include: 

 That the data generated as part of the feasibility study is largely accurate with regard to SEZ 

establishment, management and the businesses that are likely to locate within the SEZ. This include 

data on expenditure, employment, turnover, etc.; 

 Estimates of turnover and operating expenditure were provided by the feasibility research team. The 

difference between turnover and operating expenditure was treated as follows: 

 A portion was used to pay rent to cover the SEZ management costs. This portion was determined 

on a proportional basis relative to the turnover of the different tenants; and 

 The remainder was treated as profit, with the majority remaining in South Africa but a portion 

being assumed to be repatriated out of the country. For the Vehicle Distribution Centre tenants 

75% of the profit was assumed to remain in South Africa and 25% was assumed to leave the 

country.  For the rest of the tenants the full profit was assumed to remain in the country; 

 The calculation for payment of direct and indirect taxes is based on multipliers extracted from the 

South African SAM.  These tax multipliers are based on a 28% company tax rate, whereas the tax rate 
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for companies located in an SEZ is 15%. The difference in tax for the 28% and 15% rates was 

subtracted from the SAM calculated tax amounts; and 

 When considering economic impact results it must be noted that displacement has not been taken 

into account. In other words, it was assumed that the businesses that are predicted to locate in the 

SEZ would be new businesses and would not relocate from elsewhere in South Africa. 

8.4.1.4 Presentation of Results 

The sections that follow report on the expected economic contribution of the proposed SEZ over a 20-year 

time horizon. In order to make result tables more readable, results are generally given for the first five 

years and then in five year increments after that. Cumulative amounts, where applicable, take the 

intervening years into account. All amounts are presented in real current terms (2014 prices) and therefore 

exclude inflation. 

8.4.2 Private Sector Investments Associated with the SEZ 

One of the key benefit of the SEZ would be the direct private sector capital investment attracted or 

leveraged as a result of the establishment of zone. In order to assess impacts in this regard it was necessary 

to make assumptions regarding the nature and size of businesses or tenants that are likely to be attracted 

to the SEZ. This was done by the feasibility research team. 

The next table outlines the capital investment that is anticipated for each tenant in the zone. For the 

middle road scenario investment would total R754m with the warehousing tenant responsible for more 

than half of this investment. By comparison, the low road scenario should be associated with R507m of 

investment equal to 67% of that anticipated for the middle road. 

At this early stage it is not possible to predict what portion of investment would be foreign direct 

investment. However, partnerships with investors particularly from neighbouring countries seem to have 

potential given the benefits from integrated logistics chains. 
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Table 28: Anticipated private sector capital investment amounts 

8.4.3 Impacts on Gross Domestic Product 

Gross Domestic Product is the total value of all final goods and services produced in the country and is a 

fundamental measure of the quality of life of people in the country. It is also the most important and all-

encompassing measure of the macroeconomic effect from the proposed SEZ. 

The following table reports on the contribution to GDP for the middle road scenario. The contribution to 

GDP from capital expenditure occurs during the first five years of the analysis period and fluctuates 

between R97m in year 5 and R705m in year 2. The contribution due to operating expenditure is small at 

first, increasing from R4m in year 1 to R211m in year 5.  Once all the tenants are operational from year 6 

onwards the total contribution to GDP amounts to R284m per year, consisting of: 

 R18m from the SEZ management operations; 

 R42m from the warehousing tenants; 

 R86m from the vehicle distribution centre; 

 R49m from the container yard; 

 R18m from the fresh produce handling area; and 

 R71m from the food processing facility. 

Scenarios and tenants

Total value of 

capital investment 

(2014 prices)

Warehousing R 470,000,000

Vehicle Distribution Centre (VDC) R 106,220,000

Container yard R 37,600,000

Fresh produce handling area R 78,000,000

Food processing facility R 61,885,000

Total R 753,705,000

Warehousing R 470,000,000

Container yard R 37,600,000

Total R 507,600,000

Middle road scenario:

Low road scenario:
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Table 29: Contribution to Gross Domestic Product for the Middle Road Scenario 

The contribution to GDP presented above corresponds with the middle road scenario for the SEZ. In the 

low road scenario it is assumed that there will be less investment attracted to the SEZ and contribution to 

GDP under this scenario is shown in the table below. The contribution to GDP during the construction 

period occurs within the first four years and fluctuates between R303m and R705m. The contribution to 

GDP due to operations is expected to increase from R4m in year 1 to R109m a year from year 6 onwards, 

consisting of: 

 R18m from the SEZ management operations; 

 R42m from the warehousing tenants; and 

 R49m from the container yard. 

 

Table 30: Contribution to Gross Domestic Product for the Low Road Scenario 

Contribution to South African Gross Domestic Product

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 503 705 412 578 97 0 0 0

SEZ Management 503 347

Warehousing 294 303 303

Vehicle distribution centre 109 114

Container yard 64

Fresh produce handling area 161

Food processing facility 97

Operating Expenditure 4 4 54 62 211 284 284 284

SEZ Management 4 4 5 13 16 18 18 18

Warehousing 42 42 42 42

Vehicle distribution centre 86 86 86 86

Container yard 49 49 49 49 49 49

Fresh produce handling area 18 18 18 18

Food processing facility 71 71 71

Total Contribution to GDP 507 709 465 640 308 284 284 284

Cumuatlive Contribution 507 1 216 1 681 2 321 2 629 4 050 5 470 6 890

Contribution to South African Gross Domestic Product

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 503 705 303 303 0 0 0 0

SEZ Management 503 347

Warehousing 294 303 303

Vehicle distribution centre

Container yard 64

Fresh produce handling area

Food processing facility

Operating Expenditure 4 4 54 62 107 109 109 109

SEZ Management 4 4 5 13 16 18 18 18

Warehousing 42 42 42 42

Vehicle distribution centre

Container yard 49 49 49 49 49 49

Fresh produce handling area

Food processing facility

Total Contribution to GDP 507 709 356 365 107 109 109 109

Cumuatlive Contribution 507 1 216 1 573 1 937 2 045 2 592 3 138 3 685
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The figure below illustrates the relative contributions to the total impact on GDP for the middle road 

scenario. The contribution of the capital expenditure can be seen in the first five years and is shown by the 

solid columns in the figure. The hatched columns in the figure relate to the contribution to GDP from 

operations. The relative contribution of the operating expenditure compared to the capital expenditure can 

be seen in the figure. 

 

Figure 41: Detailed Contribution to GDP 

The black line in the figure above shows the total contribution to GDP for the low road scenario. This line 

should be compared to the combined level of the columns and it can be seen that from year 6 onwards, 

under the low road scenario the contribution to GDP is less than half that of the middle road scenario. 

Based on these projections, the proposed SEZ is expected to make a cumulative contribution to GDP of 

R2.6bn by the end of year 5 when the capital expenditure is expected to be complete. By year 20 the 

cumulative contribution to GDP is expected to amount to R6.9bn for the middle road scenario. Under the 

low road scenario the cumulative contribution to GDP by year 5 is estimated at R2.0bn and R3.7bn by year 

20. 

8.4.4 Impacts on Limpopo Province Gross Geographic Product 

The table below reports on the contribution to Provincial Gross Geographic Product (GGP) for the middle 

road scenario. During construction, the contribution to GGP fluctuates between R41m in year 5 and R361m 
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in year 2. The contribution due to operating expenditure is small at first, increasing from R2m in year 1 to 

R102m in year 5. Once all the tenants commence operations this contribution amounts to R145m a year 

from year 6 onwards. 

Considering the combined impacts of capital and operating expenditure, during the first five years the total 

contribution to GGP is expected to fluctuate between R143m and R364m over the first five years. Once 

operations are at full steam from year 6 onwards it is expected that the SEZ would contribute an annual 

amount of R145m to provincial GGP. 

 

Table 31: Contribution to Provincial Gross Geographic Product for the Middle Road Scenario 

Based on these projections, the proposed SEZ is expected to make a cumulative contribution to GGP of 

R1.3bn by the end of the five year construction period and of R3.5bn by the end of the twenty year analysis 

period.  For the low road scenario the cumulative contribution to GGP by the end of twenty years would be 

R1.8bn. 

8.4.5 Direct and Indirect Jobs 

The proposed SEZ would create both direct and indirect jobs. Direct jobs would primarily be created within 

the boundaries of the SEZ. These are jobs in infrastructure development and the new businesses. To the 

extent that local people are appointed for these jobs, they would have an impact on local unemployment 

levels and incomes. In cases where the necessary employees cannot be found locally, local impacts would 

still be relatively prominent as new employees would spend some of their salaries in the local area thereby 

creating opportunities. Indirect and induced jobs would result from multiplier effects of capital costs, 

operating expenditure and increased business activity. Some of the indirect jobs would occur in the local 

area and wider province and the balance would occur elsewhere in the country. 

Contribution to Limpopo Gross Geographic Product

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 262 361 194 271 41 0 0 0

SEZ Management 262 193

Warehousing 141 142 142

Vehicle distribution centre 52 53

Container yard 27

Fresh produce handling area 75

Food processing facility 41

Operating Expenditure 2 2 29 33 102 145 145 145

SEZ Management 2 2 3 8 9 10 10 10

Warehousing 19 19 19 19

Vehicle distribution centre 40 40 40 40

Container yard 26 26 26 26 26 26

Fresh produce handling area 8 8 8 8

Food processing facility 42 42 42

Total Contribution to GDP 265 364 223 304 143 145 145 145

Cumuatlive Contribution 265 628 851 1 155 1 298 2 022 2 745 3 469
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The tables reports on direct jobs, indirect jobs and then sums the two to give total job creation in the 

province. The tables further show the results of a similar exercise for the country as a whole. Note that the 

job numbers presented in the tables below are annual full time equivalents. For example, this means that if 

there are two jobs of six month duration each they are only counted as one annual full time equivalent. 

The next table indicates that as many as 500 direct jobs could be created during the peak construction year 

of the five year construction period as a result of the capital expenditure. A total of 1 561 person year 

employment opportunities would be generated during the five years of capital expenditure. 

During operations it is estimated that seven direct jobs would be associated with the management of the 

SEZ in full operation, bearing in mind that indirect jobs would also be associated with the outsourcing of 

functions such as security. Employment is spread fairly consistently amongst the tenants according to the 

size of their investments. 

Total direct construction and operational phase jobs are expected to increase from 172 in year 1 to 345 

from year 6 onwards but with a peak of 531 direct jobs in year 4. For the low road scenario it is estimated 

that total direct jobs in the province would amount to 152 from year 6 onwards. 

 

Table 32: Contribution to Direct Provincial Jobs 

The table below shows the potential indirect provincial job creation. Indirect jobs resulting from capital 

expenditure are expected to fluctuate between 74 and 199 over the course of the five year construction 

period. Indirect jobs in the province from operating expenditure are estimated to total 136 from year 6 

onwards. 

Contribution to Direct Jobs in Limpopo Province

Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 168 456 358 500 78 0 0 0

SEZ Management 168 146

Warehousing 258 263 263

Vehicle distribution centre 96 98

Container yard 52

Fresh produce handling area 139

Food processing facility 78

Operating Expenditure 4 4 29 31 319 345 345 345

SEZ Management 4 4 4 6 6 7 7 7

Warehousing 120 120 120 120

Vehicle distribution centre 120 120 120 120

Container yard 25 25 25 25 25 25

Fresh produce handling area 48 48 48 48

Food processing facility 25 25 25

Limpopo Direct Jobs 172 460 387 531 397 345 345 345
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Table 33: Contribution to Indirect Provincial Jobs 

Total direct and indirect jobs in the province, as presented in the following table, are expected to increase 

from 317 in year 1 to 481 in year 6, with a peak of 682 in year 4. These 481 total jobs in the province in year 

6 would be sustained for the rest of the analysis period as long as the operations for the middle road 

continue as expected. If the low road scenario occurs then only 185 total jobs in the province would be 

sustained. 

 

Table 34: Contribution to Total Provincial Jobs 

The contribution to provincial GGP and total jobs in the province is illustrated in the next figure. The 

sustainable nature of the jobs and contribution to GGP can be seen from year 6 onwards. 

Contribution to Indirect Jobs in Limpopo Province

Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 144 198 96 130 13 0 0 0

SEZ Management 144 116

Warehousing 72 69 69

Vehicle distribution centre 27 25

Container yard 9

Fresh produce handling area 36

Food processing facility 13

Operating Expenditure 1 1 18 21 61 136 136 136

SEZ Management 1 1 2 5 6 6 6 6

Warehousing 11 11 11 11

Vehicle distribution centre 24 24 24 24

Container yard 17 17 17 17 17 17

Fresh produce handling area 5 5 5 5

Food processing facility 74 74 74

Limpopo Indirect Jobs 145 199 114 151 74 136 136 136

Contribution to Total Jobs in Limpopo Province

Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 312 654 454 630 91 0 0 0

SEZ Management 312 262

Warehousing 331 332 332

Vehicle distribution centre 123 123

Container yard 61

Fresh produce handling area 175

Food processing facility 91

Operating Expenditure 5 5 47 52 380 481 481 481

SEZ Management 5 5 6 11 12 13 13 13

Warehousing 131 131 131 131

Vehicle distribution centre 144 144 144 144

Container yard 42 42 42 42 42 42

Fresh produce handling area 53 53 53 53

Food processing facility 99 99 99

Total Limpopo Jobs 317 659 502 682 472 481 481 481
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Figure 42: Contribution to Provincial GGP and Total Jobs for the Middle Road Scenario 

Total jobs in South Africa for the middle road scenario are presented in the following table. These are 

expected to fluctuate between 835 to 1 607 over the course of the first five years. They then subside to a 

sustainable 714 from year 6 onwards.  These jobs consist of: 

 29 as a result of the SEZ Management; 

 179 in warehousing; 

 233 from the vehicle distribution centre; 

 80 from the container yard; 

 72 from the fresh produce handling area; and 

 122 from the food processing facility. 
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Table 35: Contribution to Total Jobs in South Africa 

8.4.6 Contribution to Taxes 

The next table reports on total taxes that would be generated as a result of the SEZ. These are expected to 

fluctuate between R37m and R68m during the first five years before settling down to R34m a year from 

year 6 onwards. Cumulatively, it is estimated that the proposed SEZ would generate R773m in direct and 

indirect taxes over the twenty year period for the middle road scenario. For the low road scenario the 

cumulative total is estimated at R467m. These estimates take into account the reduced company tax rate 

from 28% of taxable income to 15% for SEZ’s. 

 

Table 36: Contribution to Taxes 

8.4.7 Impacts on Indirect Household Income 

The following table reports on the indirect generation of household income that would be associated with 

the SEZ. The expected contribution to household income fluctuates between R85m and R200m in the first 

Contribution to Total Jobs in South Africa

Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 833 1 540 1 075 1 505 246 0 0 0

SEZ Management 833 606

Warehousing 771 790 790

Vehicle distribution centre 285 297

Container yard 163

Fresh produce handling area 419

Food processing facility 246

Operating Expenditure 9 9 91 101 589 714 714 714

SEZ Management 9 9 10 21 25 29 29 29

Warehousing 179 179 179 179

Vehicle distribution centre 233 233 233 233

Container yard 80 80 80 80 80 80

Fresh produce handling area 72 72 72 72

Food processing facility 122 122 122

Total South African Jobs 842 1 549 1 166 1 607 835 714 714 714

Contribution to Taxes

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 38 61 38 54 9 0 0 0

SEZ Management 38 28

Warehousing 27 28 28

Vehicle distribution centre 10 11

Container yard 6

Fresh produce handling area 15

Food processing facility 9

Operating Expenditure 6 7 11 12 28 34 34 34

SEZ Management 6 7 7 7 8 8 8 8

Warehousing 5 5 5 5

Vehicle distribution centre 9 9 9 9

Container yard 5 5 5 5 5 5

Fresh produce handling area 2 2 2 2

Food processing facility 6 6 6

Total Contribution to Taxes 44 68 50 66 37 34 34 34

Cumuatlive Contribution 44 112 161 227 265 434 603 773
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five years before settling down to R75m a year from year 6 onwards. Cumulatively, over the twenty year 

period, it is estimated that the proposed SEZ would contribute approximately R1.9bn to household income. 

 

Table 37: Contribution to Indirect Household Income 

8.4.8 Increased Exports 

SEZs have been used in many countries in order to boost exports as discussed previously. In order to 

estimate exports from tenants attracted to the SEZ, the likely proportion of their output that should be 

exported was approximated and applied to their anticipated annual turnover. 

As outlined in the next table there should be two sources of foreign income, namely the warehousing 

tenants and the food processing facility. The warehouse tenants are expected to generate R7m a year in 

export revenue with the food processing facility earning an additional R4m. Note that the table only shows 

export earnings and does not show imports as these could not be determined with acceptable accuracy at 

this stage. Many of the tenants would require imported materials to generate their products and services 

and in some cases profit could also be repatriated offshore. 

Total foreign exchange, once full operations are under way for the middle road scenario, is estimated at 

R10m a year. Cumulatively over the 20 year period this is expected to amount to R164m. Under the low 

road scenario there is no food processing facility and the annual generation of foreign exchange is 

estimated at R7m. Cumulatively over the 20 year analysis period it is estimated that the low road scenario 

would generate R107m in foreign exchange. 

Contribution to Household Income

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Capital Expenditure 128 199 126 177 30 0 0 0

SEZ Management 128 90

Warehousing 90 93 93

Vehicle distribution centre 33 35

Container yard 20

Fresh produce handling area 49

Food processing facility 30

Operating Expenditure 1 1 13 15 55 75 75 75

SEZ Management 1 1 1 3 4 5 5 5

Warehousing 12 12 12 12

Vehicle distribution centre 23 23 23 23

Container yard 12 12 12 12 12 12

Fresh produce handling area 5 5 5 5

Food processing facility 19 19 19

Total Household Income 129 200 139 192 85 75 75 75

Cumuatlive Contribution 129 329 468 660 746 1 119 1 492 1 865
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Table 38: Generation of Foreign Exchange 

8.4.9 Impacts Associated with Skills Enhancement and Technology Transfer 

Successful SEZs generally result in dynamic impacts primarily flowing from enhanced skills and 

knowledge/technology transfer as discussed previously. Though difficult to quantify and assess prior to SEZ 

establishment, the potential for these impacts should be borne mind. They are likely to include the 

following: 

 Skills upgrading providing a greater pool of appropriately qualified people for new positions or to 

start their own businesses. This should achieved by training provided by SEZ businesses and by other 

education and training institutions leveraged by the SEZ. On the job experience is also likely to play 

an important role; 

 Technology transfer benefits allowing local enterprises to add value in the longer term and reduce 

the need for imports where appropriate. These benefits are likely to materialise to the extent that 

businesses locating in the SEZ introduce and are willing to share new forms of technology. Foreign 

partnerships that are concluded on favourable terms are likely to be key requirement here; and 

 Increased scope for “demonstration effects” arising from the application of best practices in 

particularly. Positive impacts in this regard are likely to take the form of increased efficiencies as 

other firms are exposed to new and better ways of running their operations. 

These dynamic effects have the potential to contribute further to regional development especially in the 

longer term. Their potential to result in the emergence of entrepreneurs willing and equipped to start new 

businesses is particularly important as it is these businesses that will be needed to ensure that the SEZ 

continues to growth. 

8.5 Summary 

For the middle road scenario the overall results of the assessment of economic benefits can be summarised 

as follows: 

Generation of Foreign Exchange

Rand million, 2014 prices Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20

Warehousing 7 7 7 7

Vehicle distribution centre 0 0 0 0

Container yard 0 0 0 0 0 0

Fresh produce handling area 0 0 0 0

Food processing facility 4 4 4

Total Exports - Middle Road 0 0 0 0 7 10 10 10

Cumulative Exports 0 0 0 0 7 59 111 164

Total Exports - Low Road 0 0 0 0 7 7 7 7

Cumulative Exports 0 0 0 0 7 40 73 107
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 Direct capital investment attracted or leveraged as a result of the establishment of zone would total 

R754m with the warehousing tenant responsible for more than half of this investment; 

 The total contribution to GDP is expected to fluctuate between R308m and R709m during the first 

five years before settling down to a constant R284m per year from year 6 onwards consisting of: 

 R18m from the SEZ management operations; 

 R42m from the warehousing tenants; 

 R86m from the vehicle distribution centre; 

 R49m from the container yard; 

 R18m from the fresh produce handling area; and 

 R71m from the food processing facility. 

By year 20 the cumulative contribution to GDP is expected to amount to R6.9bn; 

 The contribution to Limpopo Province GGP is expected to fluctuate between R143m and R364 during 

the first five years before settling down to a constant R145m per year from year 6 onwards. The 

cumulative increase to GGP by year 20 is estimated at R3.5bn; 

 Job creation would be as follows: 

 Direct jobs are expected to increase from 172 in year 1 to 345 from year 6 onwards but with a 

peak of 531 direct jobs in year 4. These 345 direct jobs in year 6 are then sustained for the rest of 

the analysis period; 

 Total direct and indirect jobs in the province are estimated to increase from 317 in year 1 to 481 

in year 6 but also with a peak in year 4; and 

 Total direct and indirect jobs in South Africa are expected fluctuate between 835 and 1 607 in the 

first five years before settling down to 714 from year 6 onwards; 

 The cumulative contribution to taxes throughout South Africa over the twenty years is estimated at 

R773m, taking the reduced company tax rate for businesses located in SEZ’s into account; 

 The SEZ is estimated to contribute a cumulative R1.9bn to household income over the twenty year 

analysis period; 

 It is estimated that when full operations are under way that the SEZ could earn R10m a year from 

exports.  Cumulatively over the 20 year analysis period this is expected to amount to R164m in 

foreign exchange; and 

 The SEZ provides an opportunity for skills upgrading, technology transfer and demonstration effects. 

These dynamic effects have the potential to contribute further to regional development especially in 

the longer term. Their potential to result in the emergence of entrepreneurs willing and equipped to 

start new businesses is particularly important as it is these businesses that will be needed to ensure 

that the SEZ continues to growth. 
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Given lower levels of investment by businesses, the low road has a lower economic impact summarised as 

follows: 

 Direct capital investment attracted or leveraged as a result of the establishment of the zone would 

total approximately R507m; 

 The total contribution to GDP when full operations commence in year 6 is R109m; 

 The cumulative contribution to GDP over the 20 year analysis period is R3.7bn (compared to the 

R6.9bn of the middle road scenario); 

 The cumulative contribution to provincial GGP is R1.8bn; 

 Job creation would be as follows: 

 152 direct operating jobs will be sustained from year 6 onwards; and 

 185 direct and indirect jobs will be sustained in the province from year 6 onwards; 

 The cumulative contribution to taxes over the twenty year period is estimated at R467m; 

 It is estimated that the SEZ could earn R7m a year from exports once full operations under this 

scenario commence. Cumulatively over the 20 year analysis period this is expected to amount to 

R107m in foreign exchange; and 

 Though the SEZ would still provide an opportunity for skills upgrading, technology transfer and 

demonstration effects, these would be lower. 
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9. Site Development 

9.1 Land Availability, Suitability and Planning 

Leekor land is privately owned while Antonvilla site belongs to National Government. Both sites are zoned 

as agricultural under Spacial Development Framework of Musina Local Municipality. Leekor site is flat while 

Antonvilla site will require some reasonable cut and fill earthworks.  

More geotechnical investigations for both sites will be required in order to check what types of foundations 

can be adopted. 

Leekor land access is off N1 (see figure below). The N1 falls under the jurisdiction of the South African 

National Roads Agency (SANRAL). It appears to be in good condition, has one lane in each direction of 

roughly 3.2 m and hard shoulders of roughly 2.5 m on each side. There are observations of heavy vehicle 

traffic (mostly trucks / freight) using the roads surrounding the development. There is a proposal by 

SANRAL to construct a fly-over bridge above the motorway in the vicinity of the proposed development. 

This matter needs to be confirmed by SANRAL. 

Consideration of minimal disruption of traffic on the main road (N1) during and after construction phase, 

need to be considered for the development of Leekor land. 

Antonvilla would be located approximately 5 km from the R508 and is linked to the R508 by a service road. 

The R508 links to the N1; this will link the proposed site development to the town of Musina. The R508 also 

links to Mozambique via the R525. The service road is a paved road in fairly good condition (see figure 

below). 
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Figure 43: Location for the proposed SEZ sites 

9.2 Detailed Land Use Zoning 

Both lands are currently zoned as agricultural under Spatial Development Framework of Musina Local 

Municipality. 

Musina Municipality is currently in the process of rezoning Antonvilla land from agricultural to 

residential/industrial.  

9.3 Land Use Restrictions 

The proximity of both sites to the border with Zimbabwe may pose a problem in terms of migrant labour, 

however this may be mitigated through appropriate managed during construction and operation of the 

proposed development.  The presence of water bodies at Antonvilla (a wetland and a river) could pose an 

environmental constraint, and must be buffered and retained at all costs in order to minimise any negative 

impacts on these resources.  Planning of the proposed development at Antonvilla should also take 

cognisance of the baobab trees and old Artonvilla mine shafts and old mine buildings which could be 

classified as heritage sites. 

9.4 Summary 

Both land parcels are suitable for development and conventional construction types will suffice. For 

Antonvilla, the presence of wetlands, old mine shafts and buildings and close proximity to a river and 

presence of protected flora needs to be managed correctly through mitigation measures and best 
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practices, however further environmental studies are required in order to ensure that environmental 

requirements are adhered to. 
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10. Technical and Industrial Infrastructure Review 

10.1 Detailed Geotechnical Assessment 

10.1.1 Physical and Environmental Setting 

10.1.1.1 Geology 

The geology of the area, as can be seen in the following figure, is illustrated in the extract of the 1:250 000 

scale Geological Map 2230 Mussina published by the Council for Geoscience (1981 edition) and is described 

in the following paragraphs. 

 

Figure 44: Geological map of the proposed site 

Caption: 

Zd - Metaquartzite, magnetite quartzite, leucocratic quartzo-feldspathic gneiss, pink grainitoid biotite-

hornblende gneiss, amphibolite, metapelite and calc-silicate rocks; 

Rb - Grey porphyritic biotite gneiss; 

Zms - Serpentinite, metapyroxenite, hornblendite. 
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10.1.1.1.1. Made Ground 

Although there is no made ground  represented on the map, it can be inferred from construction around 

the site that this may be present on the proposed site. 

10.1.1.1.2. Superficial Deposits 

To be determined from site visit. 

10.1.1.1.3. Solid Geology 

The solid geology consists of Metaquartzite, magnetite quartzite, leucocratic quartzo-feldspathic gneiss, 

pink grainitoid biotite-hornblende gneiss, amphibolite, metapelite and calc-silicate rocks of the Beit Bridge 

Complex, Mount Dowe Formation. 

10.1.1.2 Hydrogeology 

No information is currently available for specific groundwater conditions at each site. It is recommended 

that a ground investigation be carried out to establish the exact conditions for each site prior to detailed 

design stage. 

10.1.1.3 Hydrology 

No major rivers pass through the site. The Limpopo River runs on the northern boundaries of the site. 

10.1.1.4 Seismicity 

The southern African region is known for its relative seismic stability. Only a small number of medium-

intensity earthquakes have occurred since the 17th century. 

The seismically active areas in South Africa are broadly divided into two groups in SABS 0160 (1989), 

namely those where seismic activity is due to natural seismic events (Zone 1 areas), and those where it is 

predominantly due to mining activity (Zone 2 areas). It has been shown that mine tremors are not likely to 

produce any significant structural response in buildings with natural vibration frequencies of less than 2 Hz. 

Stiff structures such as low-rise, load-bearing masonry structures are therefore influenced the most by 

mining tremors (Milford & Wium, 1991). The seismic hazard map for South Africa is shown in the following 

figure. 
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Figure 45: Seismic hazard map from Council of Geoscience (2003) data, showing peak ground 

acceleration in g (gravity acceleration) with 10% probability of exceedance in 50 years 

10.1.1.5 Climate 

The climatic regime plays a fundamental role in the development of a soil profile and the weathering of 

rock. Weinert (1964) demonstrated that chemical decomposition is the predominant mode of rock 

weathering in areas where his climatic “N-value” is less than 5. In areas where the climatic N-value is 

between 5 and 10, disintegration is the predominant form of weathering, although some chemical 

decomposition of the primary rock minerals still takes place. Where the climatic N-value is greater than 10, 

secondary minerals do not develop to an appreciable extent and all weathering takes place by mechanical 

disintegration of the rock. 

Weinert’s climatic N-value for the Musina area is approximately 8. This implies that the thickness of the 

residual soil cover gradually increases as the contour of N = 5 is approached. 

10.1.1.6 Previous Geotechnical Investigations 

No previous Ground Investigation reports were available for review at the time of preparing this report. 

10.1.2 Preliminary Geotechnical and Contamination Assessment 

The superficial deposits in the site area are likely to be derivatives of the underlying gneiss rock. For the 

proposed development, the soils on site are not likely to present abnormal geotechnical issues. It is 

considered that well established foundation solutions will be adopted. 

The following preliminary assessment is a geotechnical characterisation of the soils likely to be found on 

site. 
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10.1.2.1 Made Ground 

 Probably present at each site; 

 Low bearing capacity; 

 Variable density; and 

 Likely to be unsuitable as a founding material. 

10.1.2.2 Quartzite and Gneiss 

 Very porous and water will penetrate it easily; and 

 Weathering: Disintegration of the stone's surface usually caused by erosion and to a lesser extent 

chemical action. 

10.1.2.3 Bedrock 

 Depth of weathering variable; and 

 Rapidly changing bedrock depth possible. 

10.1.2.4 Groundwater 

 Can be encountered relatively near to ground surface; 

 Potential for being chemically aggressive; and 

 May be artificially lowered by pumping from wells. 

10.1.2.5 Contamination 

 Possible contamination of Made Ground; and 

 Groundwater contamination likely. 

10.1.2.6 Seismic Activity 

 The area is susceptible to seismic events of sufficient magnitude to cause minor structural damage. 

Buildings should therefore be designed to local earthquake regulations. 

10.1.3 Recommendations 

The following provides recommendations to mitigate constraints identified by the desk study. 

The types of soils likely to be found on site are known to cause design and construction problems of both 

earthworks and foundations. 
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It is therefore recommended that preliminary ground investigations and site specific ground investigations 

be undertaken after the Feasibility Study and Business Plan to further understand the ground conditions. 

Thereafter foundation options can be considered. 

10.2 Topographical Survey 

The topography within the site area is slightly undulating. However, any cut/fill earthworks for the 

development is expected to balance out, thereby making the proposed development cost effective. 

10.3 Concept Layout 

The layout for the SEZ is divided into two zones – a highly industrialized area to the south-east of the site, 

possibly on Antonvilla comprising several plants and a Logistics and Agricultural hub to the north-west. 

The industrial area comprises the following:  

 Power Plant; 

 Coal methanol plant; 

 Waste Gasification Plant; 

 CTL Plant; 

 Coke Plant; 

 Water Treatment Plant; 

 Synthetic Bitumen Area; and 

 Cotton Weaving Industry. 

The Logistics hub, north of an inland harbour, comprises a distribution centre, warehouses and a container 

yard and administration hub. 

There is an adjoining Vehicle Distribution Centre and Agricultural hub (Food processing and fresh produce). 

10.3.1 Site Planning and Design Density 

As far as possible, buildings are placed at maximum density; however logistics and other vehicle heavy 

activities require adequate staging areas (for minimum 100 trucks). Therefore, density is reduced to 

accommodate such functions. 
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10.3.2 Building design 

The buildings will vary according to the function. Most buildings will be a composite of facebrick, plastered 

brickwork (minimal), corrugated cladding, aluminium and steel windows and doors. Each building will be 

tailored to their respective function ranging from warehouses, factories (light to heavy industries) and 

plants to administrative hubs. 

As far as possible north orientation will be favoured – with openings and glazing maximized on these 

facades, but this is not possible in all situations. 

10.3.3 Vehicle Movement and Parking 

Vehicular movement and parking is crucial to the concept design. There is 3000 m2 of external parking for 

visitors. Internally there is motor vehicle parking attached to each function and car parking at the admin 

hubs for staff. Roads are designed to allow trucks with 15 m spans and 20 m radii at junctions. An adequate 

staging area for 100 vehicles is allowed before the logistics area. 

10.3.4 Landscape 

There is minimal landscaping on the perimeter of the SEZ with a border of grass and trees creating a buffer 

to the greater public and softening the industrial hard edges of the site. There will be some landscaping 

between buildings/along pavements to act as articulate space, where possible. 

10.3.5 Signage 

There will be appropriate steel signage boards for each company in the SEZ as well as safety signage, where 

required. 

10.3.6 Parking and Traffic Control 

Traffic circulation and parking will be as per municipal guidelines. There will be 3000 m2 of parking 

externally for visitors, and the individual buildings will have designated parking for their relevant functions. 

These will be calculated as per SABS guidelines. 

10.4 Concept designs 

The buildings will be a composite of facebrick, plastered brickwork (minimal), corrugated cladding, 

aluminium and steel windows and doors. The designs minimize as far as possible the negative 

environmental impact of buildings by enhancing efficiency and moderation in the use of energy, space and 

materials, reducing waste over the lifecycle of a building. 
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10.4.1 Urban Designs 

As far as possible, the buildings are placed at maximum densities and there is provision for truck staging 

areas. The proposed development layout is parallel to the access roads. N1 provides linkages to Musina in 

the south and Zimbabwe in the north, while R508 provides linkage to Musina town. The existing local road 

infrastructure around the development provides excellent accessibility to the site. 

10.4.2 Landscape Design 

Landscape design will be included in the building design and will ensure that any negative aesthetic and 

environmental impacts are minimised and positive impacts are enhanced. Landscaping will comprise of 

local flora as much as possible in order to enhance blending of the development with the surroundings. 

10.4.3 Architectural Design 

The emphasis will be on sustainable building design. In the context of building design, sustainability seeks 

to minimize the negative environmental impact of buildings by enhancing efficiency and moderation in the 

use of energy, space and materials, reducing waste over the lifecycle of a building. 

In order to accomplish this, there will be an implementation of design strategies that reduce dependence 

on air conditioning, relying more on natural lighting and ventilation and simply turning off lights when not 

in use. 

Office spaces will primarily have an open floor plan to avoid blocking areas off from exterior windows. The 

use of a raised-floor system can also improve space efficiency by supporting more efficient under floor 

systems and reducing overall building height. 

It is also important that building products match the lifecycle of a building to avoid frequent replacement. 

This helps reduce the demand for virgin materials associated with the replacement products and reduces 

the waste associated with disposal of the products being replaced. Wherever possible, recycled concrete, 

metal sheeting, etc. may be used. 

10.5 Bulk Infrastructure 

10.5.1 Existing Civil Bulk Services 

The site identified for SEZ development is the Antonvilla area. The existing disused mine Artonvilla is 

located within the proposed SEZ development site. The site is located approximately 10 km northeast of 

Musina. The Limpopo River runs along the eastern boundary of the site (See figure below). 
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The information presented is a composite overall picture of available infrastructure. 

 
Figure 46: Location of Proposed SEZ Development 

10.5.1.1 Water Supply 

The town of Musina (located south of the proposed SEZ site) is supplied via various boreholes which are 

submerged into the Limpopo River (See following figures). The Antonvilla area is served by one of the 

boreholes and there is existing water supply pipework serving the disused Antonvilla mine, however, the 

pipework is in a poor state of repair. There are elevated storage tanks located within the area and these 

serve the existing offices, accommodation and recreation infrastructure   on the Antonvilla mine (See 

following figures). There is a borehole (M18 – 0636) located on the eastern boundary of the site (See 

following figures). 

The water is pumped from 16 abstraction points in the Limpopo River, some 15 km from the Beitbridge 

border post to Zimbabwe. The water is then pumped 10 km to the Musina water treatment plant. A new 

water treatment plant in Beitbridge is currently under construction so as to augment water supplies to the 

town of Beitbridge. Limpopo River runs along the eastern boundary of the proposed SEZ development site 

(See following figure). 

PROPOSED SEZ SITE 

LIMPOPO RIVER 
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Figure 47: Location of New Water Treatment Plant in Beitbridge and existing Borehole (M18-0636) on 

site 

 
Figure 48: Limpopo River running along the eastern boundary of the site 

LOCATION OF NEW 
WATER TREATMENT 

PLANT 
PROPOSED SEZ SITE 

LIMPOPO RIVER 

BOREHOLE M18-0636 
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Figure 49: Elevated storage tanks 

 
Figure 50: Existing borehole (M18-0636) located on the eastern boundary of the site 

10.5.1.2 Sanitation and Sewer 

There is no waterborne sanitation within the proposed SEZ development site. French drains and soak ways 

are used to collect the sewer discharge, however, these are in a poor state of repair. A majority of the town 

of Musina is serviced by waterborne sanitation that discharges into either one of two oxidation ponds. The 

balance of the town is serviced by VIP toilets and pit latrines. There are waste water treatment plants 

within the Musina urban CBD area. 

It is also noted that the Beitbridge urban and border post dispose of sewage 15 km upstream of the Musina 

water abstraction point. 
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10.5.1.3 Stormwater Drainage 

There is no formal stormwater drainage within the proposed SEZ site. There are concrete stormwater V-

drain channels running along the access roads to the proposed SEZ development site. Stormwater from 

road carriageways and other impervious areas is discharged via overland flow. 

10.5.1.4 Bulk Reservoirs 

There are no bulk reservoirs in close proximity to the proposed SEZ development site (See the figure 

below). There are elevated storage tanks located within the area and these serve the existing offices, 

accommodation and recreation infrastructure on the Antonvilla mine. There is a bulk water 

tower/reservoir located west of the proposed Musina SEZ Site 2. This supplies water to the residential area, 

truck-stop and petrol station at the Beitbridge border post. 

 
Figure 51: Location of bulk water tower/reservoir 

10.5.1.5 Pump Stations 

There are pump stations located within the proposed SEZ development site. These are utilised to pump 

water from the existing boreholes to the surrounding farm residential areas and existing Antonvilla mine 

building facilities. 

LOCATION OF BULK WATER 
TOWER/RESERVOIR 

PROPOSED SEZ SITE 
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10.5.1.6 Sewage Treatment 

There is no sewage treatment plant within the proposed SEZ development site. There are waste water 

treatment plants within the Musina urban CBD area. These include rotating biological reactors (Harper and 

Campbell), stabilising ponds, and anaerobic sludge settlers (Musina Nancefield). There is no sewage 

treatment plant within the proposed SEZ development site. 

10.5.1.7 Floodlines 

The Limpopo River runs along the eastern boundary of the site. In terms of the National Water Act (Act 36 

of 1998) floodlines need to be certified by a professional engineer for the 1 in 100 year RI event for any 

watercourse that affects the site. No development will be permitted within the area covered by these 

floodlines. A floodline analysis will need to be undertaken on the watercourse running across due to its 

proximity to the proposed SEZ development. 

10.5.2 Upgrading of Civil Bulk Services 

Based on the proposed demand for the Musina Special Economic Zone (SEZ), and the available information 

on the existing water supply and sewer reticulation in the areas, the following upgrades or refurbishments 

to bulk infrastructure are proposed. 

The confirmation on the availability of spare capacity and approval of the proposed connections will be 

conducted through consultation with the Technical Services Department of the relevant local authorities 

during the detailed design stage. 

10.5.2.1 Water Supply 

The estimated peak water demand of the proposed Musina SEZ development is 17.2 l/s. Refer to Table 1 

for the estimated flow rates. The calculation of the estimated water demand is in accordance with the 

design guidelines and standards of the “Red Book” (Guidelines for Human Settlement Planning and Design, 

Volume 2). 

MUSINA WATER DEMAND (Peak Factor - 4) 

Facilities Description Area (Ha) Average Demand (l/s) Peak Demand (l/s) 

Warehousing/Logistics 5 1.74 6.94 

Fresh Produce Area 0.6 0.025 0.1 

Food Processing Area 0.74 0.031 0.123 

VDC 14.5 1.67 6.69 

Hub Area 0.35 0.122 0.488 

Container Yard 3 0.695 2.78 
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Admin, Customs & Offices 0.06 0.028 0.112 

TOTAL 
 

4.31 17.23 

Table 39: Estimated Peak Water Demand 

It is proposed to connect to the existing borehole water supply serving the surrounding farm residential 

areas and existing Antonvilla mine building facilities. A detailed assessment of the Limpopo River Basin will 

have to be conducted during detailed design stage. This will include the assessment of the yield capacity 

and water quality of the borehole from the Department of Water Affairs. It is also proposed that a 

connection be made to the new water treatment plant under construction in Beitbridge. Any upgrades 

proposed/required will be confirmed during the detailed design stage. These will have to ensure that there 

is sufficient capacity to accommodate the peak water demand that would be generated from the proposed 

SEZ development. 

10.5.2.2 Sanitation and Sewer 

The peak sewerage discharge from the proposed Musina SEZ development is estimated at 12.1 l/s. Refer to 

Table 2 for the estimated flow rates. The calculations of the estimated flow rates for peak sewerage 

discharge are in accordance with the design guidelines and standards of the “Red Book” (Guidelines for 

Human Settlement Planning and Design, Volume 2). 

MUSINA SEWERAGE DISCHARGE (Peak Factor - VARIES) 

Facilities Description Area (Ha) Average Demand (l/s) Peak Demand (l/s) 

Warehousing/Logistics 5 1.16 1.73 

Fresh Produce Area 0.6 0.015 0.0228 

Food Processing Area 0.74 0.188 0.5 

VDC 14.5 2.68 5.54 

Hub Area 0.35 0.081 0.121 

Container Yard 3 1.437 4.17 

Admin, Customs & Offices 0.06 0.021 0.031 

TOTAL 
 

5.58 12.12 

Table 40: Estimated Sewerage Discharge 

It is proposed to install new sewer reticulation pipework to serve the proposed SEZ development site. This 

sewer reticulation system will have to ensure that there is sufficient capacity to accommodate the peak 

flows that would be generated from the proposed SEZ development. It is proposed to construct/install a 

new package sewage treatment that will be able to accommodate the peak sewerage discharge from the 

proposed SEZ development. 
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10.5.2.3 Stormwater Drainage 

The stormwater drainage of the site will be designed in accordance with the stormwater 

management/attenuation policy of the Vhembe Local Municipality. It is anticipated that stormwater from 

road carriageways and other impervious areas will be attenuated so that the post development flows do 

not exceed the pre-development flows for both the 1 in 5 year and 1 in 25 year return periods. Therefore 

on-site attenuation will be provided and the outflow from the required structures will discharge to surface. 

10.5.2.4 Bulk Reservoirs 

It is proposed to construct a new bulk reservoir that will be able to accommodate the peak water demand 

that would be generated from the proposed SEZ development. A detailed assessment of the Limpopo River 

Basin will have to be conducted. 

10.5.2.5 Sewage Treatment 

It is proposed to construct/install a new package sewage treatment that will be able to accommodate the 

peak sewerage discharge from the proposed SEZ development. 

10.5.3 Electricity 

10.5.3.1 Musina SEZ Site 1 

The proposed Musina SEZ is located at Leekor Land situated under the Musina Local Municipality while 

Eskom is the Electricity supply authority. 

Eskom supplies Musina and existing industrial business area via overhead power lines from existing Musina 

substation. 

The initial load required for this development is estimated at 10 MVA. 

This report proposes the following: 

 Arrange meeting with Eskom distribution division to get information regarding available power 

supply from existing Musina substation; 

 Discuss a way forward regarding medium and long term power supply which may involve 

construction of new 1 x 10MVA Distribution substation and possible 15km Transmission power lines 

from the existing Musina Substation; 

 Acquiring of Servitudes for new transmission lines and site for the substation with landowners; and 

 Securing of Wayleaves. 
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Figure 52: Existing transmission and distribution Eskom lines around Site 1 

10.5.3.2 Musina SEZ Site 2 

Site 2 is situated in Antonvilla area which was mainly used for mining. Antonvilla area has two existing 

distribution power lines. Using the existing Eskom pole number around Site B, the distribution substation 

supplying this area is estimated to be within a radius of 6km from the proposed site. 

The initial load required for the development is estimated at 10MVA. A new substation will be required for 

this new development. 

Currently, we don’t know whether the existing substation will be able to supply Musina SEZ development 

with the initial load for short term purposes. 

We recommend that detailed investigations be conducted where Eskom will be involved. The first 

assignment is to have a meeting with Eskom Distribution Division to discuss the following items: 

 Current available supply on the existing distribution and transmission lines that can be made 

available for the development (temporary and short term power supply); 
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 Medium and long term power supply arrangements, which may involve construction of new 1 x 

10MVA Distribution substation and possible 7.5km Transmission power lines from the existing 

Musina Substation; 

 Acquiring of Servitudes for new transmission lines and site for the substation with landowners; and 

 Securing of Wayleaves. 

 

Figure 53: Existing Substation, transmission and distribution Eskom lines around Site 2 

10.6 Traffic Impact Assessment 

This section focuses on the transportation aspects of the pre-feasibility study. Two potential sites have 

been proposed for the development. The first proposed site (Site A) is located 3km north-west of the town 

of Musina. The Leekor SEZ site is 12km north of Musina and approximately 5.5km south of Beitbridge. The 

Antonvilla SEZ site is located 6km north-east of the town of Musina (see figure below). 
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Figure 54: Location Plan (Source: Google Earth) 

10.6.1 Existing Transport Infrastructure 

10.6.1.1 Roads 

The Leekor SEZ site is located adjacent to the N1, which will link it to the town of Musina and Gauteng in 

the south and Zimbabwe in the north (via Beitbridge). The N1 will also link it to the R572, which will link on 

towards Botswana and the R508 which will link it to Mozambique via the R525 (see the figure below). 

The N1 falls under the jurisdiction of the South African National Roads Agency (SANRAL). It appears to be in 

good condition, has one lane in each direction of roughly 3.2m and hard shoulders of roughly 2.5m on each 

side as can be seen in the figures below. There are observations of heavy vehicle traffic (mostly trucks / 

freight) using the roads surrounding the development. Access to this site could be from the N1 at the off-

ramp to the weighbridge or the alternative bypass planned. 

The Antonvilla SEZ would be located approximately 5km from the R508 and is linked to the R508 by an 

unnamed service road (hereafter known as Road A). The R508 links to the N1; this will link the proposed 

Site B development to the town of Musina. The R508 also links to Mozambique via the R525. The service 

Road A is a paved road that appears to be good condition as can be seen in the figures below. 

The condition of the surrounding road network can be seen in the figures below. 
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Figure 55: Road Linkages (Source: Google Earth) 

 
Figure 56: Snapshot of the N1 (Location 1 on the figure above; Source: Google Earth) 
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Figure 57: Snapshot of the R572 (Location 2; Source: Google Earth) 

 
Figure 58: Snapshot of the N1 and R508 junction (Location 3; Source: Google Earth) 

 
Figure 59: Snapshot of the N1 (Location 4; Source: Google Earth) 
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Figure 60: Snapshot of Road and R508 junction (Location 5; Source: Google Earth) 

 
Figure 61: Snapshot of Road A (Location 6; Source: Google Earth) 
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Figure 62: Snapshot of the R508 (Location 7; Source: Google Earth) 

 
Figure 63: Snapshot of R525 (Location 8; Source: Google Earth) 
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Figure 64: Snapshot of R525 (Location 9; Source: Google Earth) 

10.6.1.2 Rail 

There is an existing rail line which runs immediately east to the Leekor land. There are three rail stations 

near the site, namely Limpoporivier Station Nyundo Station and Musina Station, which offer freight rail 

services. Musina station also offers passenger services to Louis Trichardt, Polokwane, Mokopane, 

Hammanskraal, Pretoria and Johannesburg. In the plans of Transnet there is a proposed rail spur to the 

Leekor site from the mainline rail, but spur this will have to cross the N1. 

There is an existing rail line which runs approximately 6km south west of the Antonvilla site and needs to 

connect from Maryvale. The nearest stations are Messina and Nyundo which are approximately 6km and 

9km, respectively from the site. 

The figure below shows the Transnet Freight Rail routes in the vicinity of the sites. 
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Figure 65: TRANSNET freight rail routes 

10.6.1.3 Public and Non-Motorised Transport 

There are observations of public transport activity along the N1 however there are no formal public 

transport facilities along this route in the vicinity of the Leekor site. There is an informal resting point for 

long distance taxis approximately 30m north of the R572 and N1 intersection (see the following figures 

below). There are no non-motorised transport facilities along the N1. There does seem to be evidence of 

passengers waiting for transport along the N1 (see the following figures below). 

 

Figure 66: Informal Taxi Rank along the N1 (Source: Google Earth) 
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Figure 67: Passenger waiting along the N1 (Source: Google Earth) 

In the vicinity of the Antonvilla site, the R508 also appears to have public transport activity as seen in the 

figure below. There are no non-motorised transport facilities (cycling lanes and sidewalks) along the R508 

however there have been observations of pedestrian and cyclist activity along this road. The following 

figure on the next page shows a cyclist on the R508. 

 

Figure 68: Public Transport activity along the R508 (Source: Google Earth) 
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Figure 69: Cycling activity along the R508 (Source: Google Earth) 

10.6.1.4 Aviation and Maritime 

Polokwane International Airport is approximately 200 km away from the town of Musina. Maritime 

facilities that are closest to the potential sites are in Mozambique in Maputo, which is approximately 670 

km away. 

10.6.2 Summary 

The following is a high-level summary of the transport infrastructure and recommendations should the 

proposed development progress. 

10.6.2.1 Road Connectivity 

Both the Leekor and Antonvilla sites have good road connectivity; locally, regionally and internationally. 

The surrounding road network is generally in good condition from an initial visual assessment. The Leekor 

site has access to the N1, which is a high volume, high speed road that could pose a safety risk to 

pedestrians and public transport users. 

10.6.2.2 Freight Rail 

The planned extension of the existing rail line into the Leekor site as well as the development of container 

yard would provide this site with an exceptional advantage in terms freight transport. This will be 

complemented with road-based freight transport which will benefit from the excellent road linkages this 

site has to neighbouring countries and the rest of South Africa. 

The Antonvilla site is within 6km by road to a freight rail station and there is no known intention to link the 

rail to this site. 
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10.6.2.3 Public and Non-Motorised Transport 

Public transport activity has been observed in the surrounding road network in the vicinity of both the 

development sites. No formal public transport facilities were observed in the surrounding road network; 

however Informal public transport facilities were observed along the N1 which is in the vicinity of the 

Leekor site. 

Non-motorised transport activity has been observed along the surrounding road network in the vicinity of 

both sites but no facilities appear to exist for these users. 

10.6.2.4 Public and Non-Motorised Transport 

These facilities are not close enough to the potential development to have an impact. 

10.6.3 Recommendations 

The following recommendations are made: 

 Should a Traffic Impact Assessment be required, this should be undertaken by a Professional Traffic 

Engineering practitioner and submitted to the roads authorities for approval; 

 Should a Traffic Impact Assessment not be required by the roads authorities, it will be necessary to 

determine their requirements in terms of access approvals and other infrastructure determination; 

 The roads authorities (SANRAL and municipal) should be consulted to determine the need for a 

Traffic Impact Assessment and for access permissions; 

 Public transport and non-motorised transport facilities in the vicinity of the proposed sites to 

accommodate staff arriving by public transport, on foot or by bicycle. This would be determined by 

determined by the traffic and public transport study; 

 People travelling on foot would need to be catered for on the surrounding road network with 

pedestrian sidewalks. This would allow for accessibility to both sites; and 

 Pedestrian sidewalks from the public transport facility and the access of the development should be 

provided. These should be level, well maintained, at least 1.5m wide, well-lit at night and should be 

able to provide a consistent pathway for special-needs users such as those who are wheelchair 

bound. Internal pedestrian walking areas and crossings should be provided to provide some refuge 

and protection to non-motorised transport users within the site (e.g. pedestrian, cyclists, wheelchair 

users). 

The following can be concluded: 
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 The potential direct rail connection for the Leekor site and the closer proximity to town would make 

this site the preferred option; and 

 If the Leekor site does not get direct rail access then the Antonvilla would become the preferred 

option. This is because of its connectivity to the strategic road network and the possibilities for 

public transport and non-motorised transport facilities outside the site. 

10.7 Infrastructure Development Plan 

Musina SEZ will be developed in three phases. Phase 1 comprises Logistics hub with distribution centre and 

warehouses, admin, a container yard, and light industrial. Phase 2 comprises medium industrial while 

Phase 3 comprises heavy industrial. 

10.8 Summary 

There is good infrastructure comprising paved road in the vicinity of proposed development. There is also 

potential for rail a link at both sites. 

Water and sewer reticulations need to be provided as the proposed sites do not have any existing 

infrastructure. For Antonvilla there is existing power but this will need to be upgraded to accommodate 

proposed development. North border of Antonvilla site is Limpopo River therefore it will be cheap to 

harness the water from the river, either by pumping or by means of the boreholes. 

With the uncertainty of the availability of electricity with time, it is proposed that the development be 

done in phases and be aligned with Eskom future upgrade of electrical infrastructure. 
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11. Environmental Assessment 

11.1 Environmental Impact Assessment 

Provision is made for the protection of the environment in the Bill of Rights in Chapter 2 of the Constitution 

of South Africa (No. 108 of 1996). Section 24 of the Act states that “everyone has the right to an 

environment that is not harmful to their health or well-being; and to have the environment protected, for 

the benefit of present and future generations, through reasonable legislative and other measures that 

prevent pollution and ecological degradation; promote conservation; and secure ecologically sustainable 

development and use of natural resources while promoting justifiable economic and social development”. 

This piece of legislation gives effect to the need to ensure that all potential environmental impacts are 

considered during the planning, implementation and operational phases of any development, in order to 

safeguard the integrity of the environment and its adequate functioning. 

To ensure the implementation of the above, environmental legislative and administrative duties have been 

allocated to all three spheres of government, i.e. National, Provincial and Local, resulting in a wide range of 

Government agencies responsible for environmental management. The provincial department responsible 

for environmental matters in the Limpopo Province is the Department of Economic Development, 

Environment and Tourism. 

11.1.1 Site Context 

There are three proposed sites for the Musina SEZ (see following figure), which are all located north of 

Musina town, within the Musina Local Municipality (Vhembe District Municipality) in the northern region of 

the Limpopo Province.  The sites are located on the southern banks of the Limpopo River, in close proximity 

to the border between South Africa and Zimbabwe. The N1 National road is in close proximity to all the 

sites, which makes them ideally situated in terms of transport routes. 

The option currently under investigation for the Musina SEZ is based on a combination of development 

proposals, namely the proposed Limpopo Eco-Industrial Park (LEIP) (Site 1), predominantly a petrochemical 

development and the proposed Gateway City Logistics Hub (GCLH), which corresponds with Site 2 as well 

as Antonvilla (Site 3). All sites are suitable for incorporation into the Musina SEZ, each with a different 

focus, such that similar types of activities are grouped together. 

Site 1 (LEIP) (approximately 500 ha in total) is located south of Musina town, with the N1 to the west and 

the Limpopo River to the north east.  It comprises almost entirely natural area and is thus, given the size of 

the site, acting as a valuable carbon sink as well as natural habitat. The proposed development for the site 
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is to create a predominantly petrochemical zone, the LEIP, which is intended to be designed in an eco-

friendly manner. 

Site 2, (Leekor Land) the proposed GCLH, is approximately 245 ha in size. The site is located approximately 

2 km to the south of the Limpopo River, on the northern bank of the Soutsloot River. Its location adjacent 

to the N1 means that it is easily accessible from a major road and is likely to be serviced more easily with 

bulk water and/or electricity supply. Socio-economically, the nature of the proposed development for this 

site (currently focused on logistics but with the intention to also include agro-handling) is considered a 

positive aspect of the proposed development. 

Site 3 (Antonvilla) is approximately 3500 ha in size and is located about 10 km north east of Musina on the 

farm Antonvilla. The site is bounded by the Sand River to the west, the Limpopo River to the north and the 

Mzhelele River to the east. There is also a road passing through the proposed site. The developments 

proposed for the site include residential and industrial. 

The western-most portion of Site 1 (LEIP) falls within the eastern border of the Marelani Nature Reserve, 

with the Musina Nature Reserve located 2 km to the south of the site (figure below). Site 2 (Leekor land) 

entirely falls within the Marelani Nature Reserve.  As such, consideration needs to be given to the reserves’ 

management plans and the Provincial laws and regulations for development within a nature reserve. The 

designated management authority for Provincial Nature Reserves in the Limpopo Province is the Limpopo 

Department of Economic Development, Environment and Tourism (LEDET). In accordance with the National 

Environmental Management: Protected Areas Act (Act No. 57 of 2003), LEDET is responsible for compiling a 

Protected Area Management Plan (PAMP) for each reserve, which must be taken into consideration when 

development proposals are planned in such areas. 
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Figure 70: Musina SEZ – Context Map 
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11.1.2 Waterbodies 

Water quality is a measure of physical, chemical, biological and aesthetic properties of water, which 

determines whether the water is safe for use and of a quality that sustains the health and integrity of 

aquatic ecosystems (DWAF, 1996). Water is a limited resource in South Africa, and regulated use is critical 

to the sustainable development of our emerging economy and the well-being of all our citizens, particularly 

the poorest, who depend directly on the health of natural resources for their livelihoods. Fundamental 

human needs, such as water for drinking and irrigation, food and material such as reeds are provided for by 

waterbodies such as wetlands, rivers and streams. Healthy waterbodies also provide ecosystem services, 

such as flood attenuation and water purification, and provide relief during times of drought (Driver et al., 

2011). Waterbodies are especially sensitive to impacts that affect quality and quantity, and as such it is 

critical that legislated buffer zones and guidelines are adhered to. 

Site 1, 2 and 3 are all located in close proximity to waterbodies, and due to the sensitive nature of 

waterbodies, these have been buffered by 50m, which needs to be taken into consideration during the 

planning phase. No development may take place within this buffer. 

11.1.3 Vegetation Types and Threatened Ecosystems   

All three sites are located within the expansive savannah biome and fall within two vegetation types, 

namely Musina Mopane Bushveld and Limpopo Ridge Bushveld (see next figure). Site 1 (LEIP) is located 

predominantly within the Musina Mopane Bushveld vegetation type, however the north-eastern corner of 

the site comprises of Limpopo Ridge Bushveld. Site 2 (Leekor land) comprises equally of both Musina 

Mopane Bushveld and Limpopo Ridge Bushveld vegetation type. Site 3 (Antonvilla) comprises 

predominantly of Limpopo Ridge Bushveld, with approximately a third of the site covered by Musina 

Mopane Bushveld. 

No threatened ecosystems have been recorded at the sites, although the location of Site 1 (LEIP) and 2 

(Leekor land) within protected areas needs to be noted. Although the official status of the Marelani Nature 

Reserve cannot be established from the available information, as highlighted above, the legislative 

conditions related to development within or near protected areas must be taken into consideration. In 

addition to National Legislation, the following Provincial and Local Legislation is applicable: 

 Limpopo Environmental Management Act, 2003 (Act No. 7 of 2003); 

 Limpopo Tourism Act, 2009 (Act No. 2 of 2009); and 

 Musina Local Municipality By-laws. 
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The Musina Nature Reserve forms part of the former Baobab Forest Reserve, which was proclaimed by the 

Department of Forestry in 1926. The Musina Nature Reserve is currently still in the process of being 

formally proclaimed by LEDET, and, as such, the reserve’s exact boundaries are yet to be confirmed 

(www.ncc-group.co.za). Although none of the proposed sites fall within the Musina Nature Reserve, the 

proximity of the sites to the reserve needs to be considered. 

 

Figure 71: Musina SEZ - Vegetation Types 
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11.1.4 Land Cover 

According to the latest land cover mapping, Sites 1 (LEIP) and 2 (Leekor land) could be described as largely 

natural and untransformed. Site 3 is also classified as largely natural and untransformed, although there 

are two areas in the central portion of the site, which are classified as urban/built-up (figure below). 

 

Figure 72: Musina SEZ - Land Cover 
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11.1.5 Summary 

The oil and petrochemical sectors, proposed for Site 1 (LEIP), raise a number of environmental issues, 

which needs to be resolved through thorough site-specific investigations in order to minimise the 

environmental impact. During both the construction and operational phases of the proposed LEIP, 

managing environmental impacts will be critical due to the nature of the development and the proximity to 

the Limpopo River. 

The proposed LEIP will create socio-economic stimuli in the area (at least in the short to medium term). 

However, the final layout and positioning of the proposed infrastructure will need to be carefully 

considered, so as to: 

 Retain some of the natural open space and provide areas of relief and areas of recreation for those 

occupying the site; and 

 Respect all watercourses in close proximity to the sites, including their 1:100 floodline areas and/ or 

proposed buffer areas (the latter of which is subject to further on-site ecological investigation). 

Sites 1 (LEIP) and 2 (Leekor land) under consideration for the Musina SEZ overlap with the Marelani Nature 

Reserve, which needs to be further investigated in terms of the laws and regulations governing 

development in such areas.  It is unclear whether the Reserve has been protected in terms of law (such as 

the National Environmental Management Protected Areas Act of 2003). 

The proposed activities for Site 3 (Antonvilla) need to be further investigated and confirmed, as the nature 

of the development will influence the extent of the impact on the ecological and socio-economic 

environments. All three sites are also in close proximity to waterbodies (particularly the Limpopo River), all 

of which are considered to be sensitive and in need of preservation. Hence, planning of the proposed 

activities must be undertaken with these environmental sensitivities in mind. 

During the next phase of the project, it is critical that public participation/ stakeholder engagement takes 

place, to facilitate the involvement of those potentially affected by or interested in the proposed 

development.  All parties affected by or interested in the development have the right to become involved 

in the decision-making process, and as such public participation/ stakeholder engagement is an integral 

part of the process. 
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11.2 Land Use Planning 

11.2.1 Zoning 

All the sites need to be rezoned to mixed use to accommodate both industrial and other activities, in 

accordance with the proposed development. 

11.2.2 Building design 

Emphasis is on sustainable building design. In the context of building design, sustainability seeks to 

minimize the negative environmental impact of buildings by enhancing efficiency and moderation in the 

use of energy, space and materials, reducing waste over the lifecycle of a building. While a Green Star 

rating from the Green Building Council is not a requisite, it is indeed preferable. 

Energy savings: In order to accomplish this, there will be implementation of design strategies that reduce 

dependence on air conditioning, relying more on natural lighting and ventilation as well as simply turning 

off lights when not in use and use of low energy bulbs and fittings. North orientation with solar shielding is 

always preferable, but this may not be achievable in all instances. Most glazing (with overhangs) should be 

on the north façade. Also, the specification for glazing should be that of low e values (low emissivity), and 

uPVC windows have proven to be energy efficient. Placement of windows should also take into account 

wind direction and allow for good cross ventilation. Also, use of materials with the correct R and U values is 

important to reduce heating and cooling costs and ensuring thermal comfort. The use of local materials is 

imperative to reduce transport and energy costs. Ultimately, all buildings will have to adhere to SANS 

10400XA regulations. 

Space efficiency: Office spaces will primarily have an open floor plan to avoid blocking areas off from 

exterior windows. The use of a raised-floor system can also improve space efficiency by supporting more 

efficient under floor systems and reducing overall building height.  

Reducing waste: It is important that building products match the lifecycle of a building to avoid frequent 

replacement. This helps reduce the demand for virgin materials associated with the replacement products 

and reduces the waste associated with disposal of the products being replaced. Wherever possible, 

recycled concrete, containers, metal sheeting, etc. may be used. Waste water may be collected in tanks 

and recycled for appropriate uses. 

Noise: The impact of sound pollution would have to be assessed for the various functions, and adequate 

insulatory measures would have to be taken into account to accommodate this and reduce the noise 

impact on other functions. 
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11.2.3 Vehicle Movement and Parking 

It is critical to ensure that adequate road access is provided to the proposed site and that adequate road 

access exists within the proposed development. Access roads need to be correctly paved to ensure that 

minimal environmental disturbance is caused. Appropriate storm water drainage infrastructure also needs 

to be in place to ensure that runoff from roads, which could potentially be contaminated, does not get 

discharged into nearby waterbodies. 

11.2.4 Landscape 

Landscaping will be included in the building design and must ensure that any negative aesthetic and 

environmental impacts are minimised and positive impacts are enhanced. Landscaping will comprise of 

local flora as much as possible in order to enhance blending of the development with the surroundings. 

11.2.5 Signage 

There will be appropriate steel signage boards on all road intersections. Appropriate signage boards for 

each tenant will be erected as well as safety signage, where required. 

11.2.6 Parking and Traffic Control 

Appropriate speed limits need to be implemented in order to ensure minimal noise pollution and minimal 

vehicle emissions once the development becomes operational. Parking bays, the number of which will be 

based on the floor area of the development, will be provided for both tenants and visitors around the SEZ. 

11.2.7 Environmental Management Plan 

In order for the proposed SEZ to proceed, an environmental authorisation and other licences will have to 

be acquired, as per legislative requirements. Please refer the overview of the legislative context related to 

the development of this SEZ as well as an example of an Environmental Management Plan (EMP) that 

would have to be prepared as part of the environmental assessment report. 

11.2.8 Summary 

Land use planning for the proposed development is essential to ensure that the integrity of the 

environment is not compromised during the operational phase of the proposed development. Applicable 

land zoning is important for planning purposes, and ensuring building design criteria are aligned with 

environmental best practice is essential to minimise the environmental impact of the proposed 

development. Traffic control, signage and parking need to be adequate and vehicle movement controlled 
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to avoid unnecessary disturbance to the surrounding environment. Compliance with regulations and best 

practice of all the above will be key to safeguarding the environment. 

The Local, District and Provincial Governments structures are also to ensure the integration and review of 

the existing Local Economic Development Plan (LED), Intergraded Development Plan (IDP) and Pacial 

Development Framework (SDF) plans to accommodate the impact of the proposed SEZ on the entire social 

infrastructure required, such as schools, clinics, recreation and other. 
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12. Operations and Management 

12.1 Operational Concept 

12.1.1 Setting up an OpsCo 

A typical OpsCo business structure would be established to perform the operational and facility 

management activities of the Musina SEZ. The organizational structure in Figure 73 below should be 

considered for the Musina SEZ Operational Company (or the OpsCo): 

 

Figure 73: Organisational Structure for the Operations Company 

The main characteristics of the intended OpsCo are described as follows: 

 The main business of the OpsCo should be “the management and operations of the Park”; 

 The main objective of the OpsCo should be “to profitably manage the day to day operations of the 

Park”; and 

 The key primary functions of the OpsCo are: 

 Facilities Management: including delivery of services such as security, park cleaning and asset 

maintenance, central services and facilities, etc. until such time as the Supplier Park is handed to 

the OpsCo; 

 Park Management: including customer marketing, value propositions, logistics support 

(management), customer relations and communication, functional operations management, 

Board of 
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(x3) 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 282 of 349 

facilitation of the development and introduction of new services until such time as the Supplier 

Park is handed to the OpsCo; 

 Investment attraction: including establishment of (CAPEX and OPEX) funding needs, sourcing of 

alternative forms of funding, controlling of received funds and application of highest levels of 

governance in the application of the funds; and 

 Establishment of tiers of supply in the Park: including interfacing in the identified industry value 

chains between top or higher tiers of supply, local and international clients and lower tiers of 

supply (with each tier generally supplying the next higher tiers). 

12.2 SEZ Management Company tasks and responsibilities 

12.2.1 SEZ Development and Management 

The Musina SEZ will be developed to provide support for the establishment of a variety of enterprises that 

provide products and services for the logistics, agro-processing and petrochemical markets.  The first tasks 

that the SEZ Management Company (SEZMC) will have to undertake include: 

 The securement of the identified property for SEZ purposes via a Resolution from the Local Municipal 

Council; 

 Ensure that the land is zoned for the required land-use intended; and 

 Ensure that an EIA has been executed and an Environmental Authorisation (EA) has been obtained 

from the relevant authority in the Province. 

The Musina SEZ incorporates a range of facilities and services.  In terms of facilities, the following are 

planned: 

 Central offices with conference facility and cafeteria. These offices will be utilised by the IPP’s and a 

number of their service and product providers for administrative purposes as well as project 

management. The conference facility will be for general use with priority to the SEZ park tenants; 

and 

 Warehouses and storage facilities and logistics support services. These are primarily for the support 

of mining and mineral processor component suppliers as well as support for other tenant storage 

requirements. It is envisaged that the logistic services will include tenant facilitation with their 

import and export requirements. 

 Factories for light industrial production. The factories will be designed and constructed to meet 

tenant requirements; and 
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 Utilities. Electricity, water and wastewater treatment in accordance with the local municipal 

requirements and tenant requirements. 

In terms of services, the SEZMC will provide support in the following areas: 

 Construction management of the construction activities during the establishment phase and 

thereafter; 

 Health and safety management. The health and safety plans of the tenants will be integrated with 

the park plans and regulations; 

 Central services. The SEZMC will be responsible for the supply of centralised services in support of 

the park management as well as the tenant needs. These include: 

 Telecommunication infrastructure. The provision and support of access to broadband internet 

access, telephone lines and data support, such as a data recovery centre, will be developed to 

meet tenant requirements. SEZMC will provide the external link to telecommunication network 

and the internal distribution thereof to tenant properties; 

 Utility supply and support entails the provision of un-interrupted electricity supply, water and 

waste water treatment as a central function. The SEZMC will be responsible for the provision of 

utility services to the property boundary of the tenant. The services will also include central billing 

and administration of the municipal account. The SEZMC will also negotiate any specific 

requirements of the tenants with the municipality; and 

 The SEZMC will also operate and maintain a call centre and help desk on a 24/7 basis to ensure 

that the tenant requirements and needs are addressed efficiently; 

 Environmental management. The SEZMC will also be responsible for the development, 

implementation and monitoring of an environmental management plan; and 

 Energy plan. The development of the SEZ park will require electricity to be supplied to the tenant 

properties. The SEZMC will be responsible to ensure that adequate energy is available for the tenant 

operations. In this regard, it is the management company’s responsibility to engage with the local 

municipality and ESKOM to provide sufficient power to the SEZ boundary. Inside the SEZ, the SEZMC 

is responsible for the distribution and reticulation of electricity. The use of renewable energy sources 

should be incorporated into the SEZ utility design. 

12.2.2 SEZ Facilities 

The Musina SEZMC will be responsible for the park layout and the design of buildings to ensure compliance 

with local municipal regulations and general industry construction quality standards. In this regard, the 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 284 of 349 

SEZMC will ensure that contractors comply with CIDB standards for construction using CIDB construction 

management system(s) that incorporate: 

 OHSAS 180001:   Occupational Health and Safety Management; 

 ISO14001:   Environmental Management; and 

 ISO 9000/ ISO 9001:  Quality Management System 

The energy plan for the SEZ in Musina includes the use of rooftop PV cells for the generation of electricity. 

12.2.3 SEZ Services 

The Musina SEZMC is not responsible for direct delivery of all services to the SEZ and SEZ tenants. A 

service-provisioning-partnership approach is being used for development and implementation of services 

to park tenants. The partnership role entails the development, implementation and management of 

comprehensive world class, best practice service solutions for the SEZ, based on the value proposition 

model and phased implementation approach. The SEZMC remains overall responsibility for these services 

that can be outsourced to service providers as partners to develop and provide services to tenants. 

Exclusive services are marketed on an “as and when required” basis to tenants and negotiated on a case-

by-case basis. 

A very important aspect of the SEZ is its special qualities that distinguish it from any other ordinary 

Industrial Park. A unique feature of the Musina SEZ is the key position and centrality of the Logistics Centre, 

the Central Hub and the Retail Centre and the comprehensive services that have the potential of adding 

significant value to the park tenants as well as to a wider circle of renewable energy power project 

developers and their associates. 

12.2.4 The shared Services Concept 

The concept of shared services is introduced to the Musina SEZ to promote synergies between tenants, 

which in turn can be achieved by consolidation of shared infrastructure, equipment, time and human 

resources, i.e. as subsequent capital and operational cost savings. 

Any other service will be delivered only when tenant demand is in the form of a proven business case. 

Tenants will be consulted to determine the preference either to partake in the shared services proposition 

and partnership approach or to use current and preferred service providers. 
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12.2.5 Key Value Oroposition Considerations 

Cost savings or value propositions offered per service are greatly influenced by the following variables: 

 Number of tenants at the time of service activation (including other service providers as tenants); 

 Utilization of service providers by existing tenants; 

 Saleability / phasing-in of service (short, medium and long term deployment and subsequent cost 

matrix); 

 Risk Model; 

 Tenant requirements; 

 Partnership agreement with the Musina SEZMC; 

 Commercial structures/models; 

 ROI considerations; and 

 Inflation rate. 

12.3 Tasks of the SEZ Board 

12.3.1 Special Economic Zone Board 

The Board may comprise of the CEO of the SEZ company and non-executive members nominated by the 

stakeholders. 

The Board’s responsibility entails giving strategic direction to the company. It performs its responsibility by 

of providing effective corporate governance, which involves the coordination and management of 

relationships between the management of the company, its board, its shareowners and other relevant 

stakeholders. Its main responsibilities will include tasks to: 

 Determine the purpose and values of the ELIDZ; 

 Determine the strategy to achieve its purpose and to implement its values in order to ensure that 

the company thrives; 

 Exercise leadership, enterprise, integrity and judgment in directing the company so as to achieve 

continuing prosperity for the company; 

 Ensure that procedures and practices are in place that protect the company’s assets and reputation; 

  Monitor and evaluate the implementation of strategies, policies, management performance criteria 

and business plans; 

 Ensure that the company complies with all relevant laws, regulations and codes of best practice; 
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 Develop a clear definition of the levels of materiality or sensitivity in order to determine the scope of 

delegation of authority and ensure that it reserves specific powers and authority to itself; 

 Ensure that technology and systems used in the company are adequate to run the business properly 

and for it to compete through the efficient use of its assets, processes and human resources; 

 Identify key risk areas and key performance indicators of the business enterprise in order for the 

company to generate economic return so as to enhance shareholder value in the long term while 

recognising the wider interests of society; 

 Monitor and manage potential conflicts of interest of management, board members and the 

shareholders; 

 Regularly assess its performance and effectiveness as a whole, and that of individual directors, 

including the chief executive officer; and 

 Ensure that the company has developed a succession plan for its chief executive and senior 

management. 

12.3.2 Board Meetings 

Board members attended regular board meetings as determined by the constitution of the Board and may 

also be requested to attend special Board meetings if the need arises. 

12.3.3 Conflict Of Interest 

A register of Board members’ interests in other businesses needs to be completed to ensure that conflicts 

of interest are recorded where applicable. 

Board members are required to: 

 Inform the board of conflicts or potential conflicts of interest they may have in relation to particular 

items of business, in particular the awarding of tenders, preferably in advance; 

 Disclose their interests at the ELIDZ, other directorships, and any other area of potential conflict of 

interest; and 

 Absent themselves from discussion or decisions on matters in which they have a close and material 

connection or conflicting interest. 

The Board shall establish various Board Committees to assist the Board and management of the SEZ with 

special issues that require Board guidance. 
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12.3.4 Board Committees 

12.3.4.1 Executive Committee 

This committee consists of the chief executive officer and to attend to urgent matters requiring immediate 

decisions. It also assists the CEO in acting for the board and managing the day-to-day operations when the 

board is not in session, subject to the board’s limitation on the delegation of authority to the CEO. 

This committee also performs the role of the Human Resources and Remunerations Committee in that it 

determines and recommends to the board the ELIDZ’s general policy on executive and staff remuneration 

and measures employee performance in the discharge of their functions. 

12.3.4.2 Audit and Risk Management Committee 

This committee is comprises of a non-executive director (who acts as chairperson) and two non-executive 

directors. A suitably qualified external committee member (not a board member) with auditing skill and 

experience can be co-opted into the committee. This can be seconded from the SEZ’s external auditors. 

The chief executive officer, chief financial officer, the internal auditors and the external auditors are invited 

to attend meetings. The main objective of this committee is to provide the board with the assurance that 

the internal controls are appropriate and effective and to monitor the component parts of the audit and 

compliance process. 

The specific role of the audit and risk committee is to assist the board in discharging its responsibility to, 

among other things: 

 Safeguard assets; 

 Maintain adequate accounting records; 

 Develop and maintain effective systems of internal control; 

 Promote the independence of both the external auditors and internal audit function; 

 Review the scope and outcome of audits; 

 Enquire into the process of risk identification and the measures in place to contain these risks; 

 Ensure that the board and the executive committee make informed decisions and are aware of the 

implications of such decisions regarding accounting policies, practices and disclosure; and 

 Provide as much assistance and information as possible to the board to enable it to discharge its 

responsibilities appropriately. 
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12.3.4.3 Finance and Tender Committee 

The committee is comprised of one non-executive director (who acts as a chairperson), two non-executive 

directors as members and two suitably qualified external committee members (not board members). The 

chief executive officer and the chief financial officer attend the meetings. The board has delegated powers 

to the Finance and Tender Committee to: 

 Review and recommend to the board the Business Plan and Annual Budget and any amendments 

thereto; 

 Review the draft interim and final accounts; 

 Monitor the internal accounting systems; 

 Review the quarterly management reports and recommend these to the board for approval; 

 Monitor the process of risk management, analyse and recommend changes to the board on the risk 

management system; 

 Analyse the submissions of tenders and award these according to the delegation of authority limits; 

and 

 Analyse the submission of tenders and recommend for board approval those that exceed the 

delegated authority. 

12.3.4.4 Investment Committee 

This committee consists of four non-executive board members and the chief executive officer. Its principal 

functions are to: 

 Provide guidance to the organisation concerning the attraction and settling of investors into the SEZ; 

 Monitor the progression of investment promotion efforts via the management of the potential 

investor pipeline; 

 Monitor compliance with environmental legislation applicable to the attraction and settlement of 

investor industries; and 

 Give advice to shape and direct the compilation and periodic revision of the SEZ’s investment 

promotion strategy. 

12.3.5 Code of Conduct 

A Special Economic Zone Board must adopt a code of conduct which should be adopted and signed by all 

personnel of the SEZ as a governance initiative that commits the organisation and its personnel to the 

maintenance of highest ethical standards. All employees are expected to adhere to this code of conduct in 

the execution of their responsibilities while in the employ of the SEZ. 
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A Code of Conduct regulates the following matters: 

 Purpose of the SEZ; 

 Obligation of the SEZ management and staff to comply with Code of Conduct; 

 Compliance with laws and policies of the local, provincial and national government; 

 Conflict of interest and recording thereof as well as the method of dealing with such conflict of 

interests; 

 Care and diligence to be undertaken by all staff members in the execution of their duties; 

 Confidentiality undertaking by all regarding all company and client information; 

 Obligation to report unlawful and unethical conduct; and 

 A review process of the Code of Conduct to ensure its relevancy. 

12.3.6 Strategic plan for Special Economic Zone 

The Special Economic Zone Board must develop and implement a strategic plan within the framework of 

the Special Economic Zones strategy outset by government in order to achieve the mandate of, perform 

the functions of and comply with the conditions for that Special Economic Zone. 

The strategic plan contemplated must be reviewed on an annual basis and submitted to the Minister at 

least three months before the end of each financial year or at a later date determined by the Minister. 

The Special Economic Zone Board must provide the Minister with such information and documentation as 

the Minister may reasonably require in connection with the affairs of that Special Economic Zone entity. 

12.3.7 Business and financial plan of Special Economic Zone 

A Special Economic Zone Board must, at least two months before the end of each financial year or at a later 

date determined by the Minister, submit to the Minister for approval a business and financial plan: 

 Containing a projection of the revenue and expenditure of that Special Economic Zone entity in 

respect of the ensuing financial year; and 

 Covering the affairs of that Special Economic Zone entity for each of the two immediately following 

financial years. 

12.3.8 Reporting and financial statements of Special Economic Zone 

A Special Economic Zone Board must: 

 Keep full and proper records of the financial affairs of the Special Economic Zone entity; 
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 Prepare financial statements for each financial year in accordance with generally accepted 

accounting practice; 

 Submit those financial statements within three months after the end of the financial year to the 

Auditor-General for auditing; and 

 Submit within five months of the end of the financial year to the Minister: 

 An annual report on the activities of that Special Economic Zone entity during that financial year; 

 Audited financial statements of that Special Economic Zone entity for the previous financial year; 

and 

 The report of the Auditor-General on those statements. 

The annual report and financial statements must: 

 Fairly present the state of affairs of that Special Economic Zone entity and its performance against 

predetermined objectives for the financial year concerned; and 

 Include particulars of: 

 Any material losses through criminal conduct and any irregular expenditure and fruitless and 

wasteful expenditure that occurred during the financial year concerned; 

 Any criminal or disciplinary steps taken as a consequence of such losses or irregular expenditure 

or fruitless and wasteful expenditure; 

 Any losses recovered or written off; and 

 Any other matter that may be prescribed. 

12.4 The SEZ Business Processes 

12.4.1 Customer Engagement Process 

The customer process describes the methodology implemented by the SEZMC to identify and source 

market intelligence, market the concept to potential clients and design and develop best-fit solutions for 

clients. It also describes all the legal and administrative processes and the integration of the client into the 

logistic, building development and services offerings and processes. The customer process section in the 

catalogue evaluates the roles and responsibilities of all the role players, analyses the time and cost 

implications for both parties and indicates all the deliverables during each of the phases. 

The procedure will facilitate interaction with a potential tenant and the Musina SEZ to ensure that the 

potential tenant has knowledge of the process beforehand, and the SEZMC team members understand the 

clients’ requirements. 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 291 of 349 

 

Figure 74: High-level flow diagram indicating the output documents developed during the SEZ 

engagement process described on the right of the diagram 

12.4.2 Business Development 

The processing and gathering of market intelligence is the direct responsibility of the marketing manager 

and his team. This process is essential to optimize limited resources and maximize returns from the 
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Market information concerning potential customers can be sourced via the partnership network. The 

SEZMAC can also target companies via a process of awareness through its media campaign, a monthly 

electronic newsletter and industry related exhibitions and seminars in main centres of the country. 

The information gathered through the market intelligence is used to classify customers as high, medium or 

low potential candidates. The main criteria used to classify customers are: 

 Building requirements: 

 Need specific infrastructure that is not available; 

 Need new high spec buildings; and 

 Need additional space due new business; 

 Location: 

 Need to move closer to the Supplier or OEM; 

 Safety concerns; 

 Labour market; and 

 Logistic requirements for JIS or JIT; 

 Manufacturing processes: 

 Need additional space; and 

 Need specific infrastructure; 

 Model fit: 

 The logistics and shared infrastructure provide a competitive solution; and 

 OEM prerequisites. 

The output from this information is a marketing database to plan future marketing campaigns via 

electronic newsletters and invitations to events as well as regular client visits based on key high potential 

customers. 

12.4.3 Initiation and First Contact with Potential Client 

The initial meetings are conducted by the MD or marketing manager. The final responsibility rests with the 

marketing manager. Combined meetings including the shared service’s providers are arranged if there are 

special requirements or requests from the client. Upon conclusion of the meeting, a high-level draft 

proposal is provided or arrangements are made to start a value proposition study. The meeting serves as a 

basis for follow-up discussions if deemed feasible. 
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12.4.4 Follow-up Meetings and Proposal 

Based on the interest shown in the initial meeting and the draft proposal, follow-up meetings are arranged 

with the relevant operational people in the company to discuss the technical specifications and needs 

necessary to support operations in a SEZ environment. The outcome of a successful follow-up process is a 

detailed proposal and a pre-lease agreement. The prospective client will be required to sign-off all 

requirements on the general framework as described in the pre lease agreement based on the draft 

proposal. The value proposition document and logistic quotations might be additional documents, 

depending on the customer needs. 

12.4.5 Detailed Design and Development 

The development team for this phase consists of a project engineer, architects, quantity surveyors, 

electrical and civil engineers and industry specialist. The client team should consist of a project manager 

(factory manager or other senior person) and all the relative people responsible for logistics and 

production as and when needed. Subject to the completion of the detail design, the costing and services 

offering document is presented to the client. 

12.4.6 Formal Agreement (Lease) and Final Account. 

The responsibility for finalizing the lease agreement lies with the SEZMC and the client’s project team as 

well as their legal representatives. This binding document will govern the relationship between the lessor 

and the lessee. The document describes all the services and infrastructure that will be delivered as well as 

the responsibility of the tenant. Once the client has accepted the final proposal, a formal lease agreement 

is prepared. The lease agreement documents the terms and agreements of tenants in the park. It also 

stipulates the monthly rental payment, services and levies, the lease period and the date of occupation. 

12.4.7 Final Account 

Calculation of the final account will be based on the variations after building finalization and handover of 

client to the core process of operations. 

12.5 SEZ Buildings and the Construction Process 

12.5.1 The SEZ buildings 

Buildings in the Musina SEZ will be designed in accordance with modern manufacturing requirements. 

These buildings are designed to reduce wasted areas, as well as to save on rental and other costs such as 

maintenance and municipal charges. This is done without taking away the flexibility of a company to 
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expand. The bottom line is that a company can move to a modern facility at no additional cost in 

infrastructure and with lower maintenance cost compared to the current infrastructure. The cost of the 

buildings is reduced through an open tender procedure and by applying modular design principles. 

The function of shared facilities in the park is not only to create a pleasant working environment, but also 

to reduce cost for tenants in the park. Shared facilities such as a call centre, healthcare, canteen, childcare, 

training and boardroom facilities will reduce the need for tenant capital expenditure in providing for 

infrastructure and equipment for such facilities. 

12.5.2 The Construction Process 

The construction process follows the standard CIDB standards for Construction Management and also in 

line with local Municipal and regional building and construction regulations. 

12.6 The SEZ Value Proposition 

12.6.1 Shared Services in the Value Proposition 

The Shared Services that are offered are managed within the SEZMC’s Operations Division and consist of 

three main groups of services, namely those functions and services that will be provided either internally 

within the SPDC or contracted in via service provider partners. They are: 

 Customer Relations and Property Management Services (typically these are internal tenant liaison 

and landlord functions and services); 

 Park and Tenant Services (generically these are regarded as typical internal and outsourced facilities 

and utility management type functions and services); and 

 ICT Services (these are regarded as specialized internal and outsourced functions and services). 

A further two groups of services are considered as services that could be regarded for inclusion either as 

part of any of the above groups or as separate service offerings: 

 Specialised Services being services of specialised or critical nature to the tenant; and 

 Business Support Services aimed at supporting park and tenant core business processes. 

Other tenant support services are based on demand considerations where shared services, e.g. standby 

generators, gas and compressed air supply are introduced. 
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12.6.2 The Value Proposition Study 

It is the responsibility of the SEZMC to undertake a study based on their assessment of the overall value 

that the SEZ can offer their client(s).  While the value proposition study team might be different for each 

case, it is typical that the team will consist of knowledgeable logistics, finance and production people 

available. The value proposition study can be provided through external companies / or SEZMC team and is 

driven by the client’s prerequisites. 

Key considerations should include the value of the SEZ for the tenant clients, the subsequent improvement 

of the efficiency and effectiveness of their logistics processes through the utilisation of shared logistic 

infrastructure such as centralised warehousing and container yards. Tenant company returns can be 

optimised through sharing infrastructure and available human capital.  

In addition to cost reductions, risk associated with the transport of just in time (JIT) and just in sequence 

(JIS) parts can be managed more efficiently with a highly sophisticated IT tracking and management 

system. A reduction in stockholding investment by the IPP’s through JIS and JIT supply benefits can be 

promoted as an added advantage of a supplier becoming a tenant in the SEZ. The output of the value 

proposition study addresses the feasibility of the prospective tenant moving and setting up facilities in the 

SEZ.  

12.7 Property Management Functions of the SEZ 

12.7.1 Introduction 

Landlord type functions that were identified to be managed by the SEZMC include: 

 Pre-construction processes such as: 

 Municipal approval of SEZ park plans and utility requirements; 

 Municipal facilitation between the local authorities and tenants regarding control in calculation of 

rates and taxes, service quality and service levels, response times, etc.; 

 Securing service providers for ICT infrastructure and services; and 

 Engaging and selecting suitable construction contractors; 

 Post construction process functions: 

 Coordination and procurement of all building and infrastructure maintenance manuals, contracts 

and service providers; 

 Profiling client service requirements; 

 Health and safety management (and compliance); 

 Quality management plans as per ISO 9000 and ISO 14000 (and compliance); 
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 Setting-up facilities management services for common areas; and 

 Setting-up structural building maintenance services for SEZ operations and tenants; 

 General functions: 

 Lease and tenant administration; 

 Effective and efficient execution of day-to-day park operations; 

 Building appraisals; 

 Rent review cycles; 

 Utility account administration; 

 Asset management for common areas and as specified in contractual arrangements with tenants 

for tenant areas; 

 SEZ data centre management; and 

 SEZ operations room management. 

Services that were identified as typical services to be sourced-out and managed by the SEZMC include 

typical Industrial Park management services, as indicated below: 

 The following services should be provided: 

 Park-wide security services; 

 Park access and egress control and administration; 

 Structural maintenance of buildings; 

 Park energy management; and 

 Management of common area municipal services (waste, energy, water management); 

 Other services that can be considered include: 

 Capacity utilisation and space planning; 

 Management of people transport – commuter transport for tenant and SEZ staff; 

 Loss control management (including risk assessments and risk management); and 

 Property sales (once operational). 

Some of the services to be provided are further discussed herein. 

12.7.2 Maintenance and Technical Services for SEZ Common Areas 

The maintenance and technical services entails: 

 To provide a comprehensive planned maintenance system to maintain the building fabric, plant and 

equipment at all SEZ common areas to the highest standards to, as far as possible, prevent 
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unwarranted breakdowns or want of repair and to achieve the expected life span of the building 

components; 

 To maintain and inspect systems to ensure they remain safe in accordance with legislation and other 

regulations that may be in place from time to time; and 

 To provide a reactive maintenance service, through a dedicated helpdesk, to enable building users to 

report any failures or concerns relating to the buildings. 

Areas and equipment included in this section include building structures, electrical and plumbing systems, 

HVAC systems, uninterrupted power supply (UPS) and generator maintenance, fire detection and 

suppression systems as well as access control and CCTV system support. These services are required for the 

SEZ structures and can be extended to the tenants. 

Maintenance and monitoring of the above shall be carried out using Computer Aided Facilities 

Management System (CAFMS) that is supported by a Help Desk for reactive support.  

12.7.3 Canteen Service and Catering Services 

This entails the provision of quality canteen service within the SEZ for use by SEZ staff and tenants that 

caters for the needs of the individual ethnic groups within the Park. The services of the canteen will include 

Executive Dining Services and function catering services for SEZ and tenants as well as for functions at the 

conference centre. 

12.7.4 Conference Centre Services 

The conference section and support staff will assist SEZ departments, tenants and staff in managing 

conferences, symposia, workshops and seminars. The conference services can be extended to clients 

outside the SEZ and specifically used for training seminars for the local FET’s or College.  

12.8 Call Centre 

The SEZMC will provide a dedicated helpdesk on the SEZ site for use by SEZ personnel and tenants within 

the site. SEZ will provide all equipment and software required as well as a qualified helpdesk operator. The 

helpdesk is the nerve centre of the SEZ to ensure that SEZ park services are efficiently and effectively 

disbursed to SEZ staff operations and SEZ tenants. 
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12.9 Energy Management  

The energy management plan represents a comprehensive program to reduce costs and the environmental 

impact of the SEZ by advancing energy efficiency and water conservation, prompting the use of distributed 

and renewable energy and improving utility management decisions in the park. 

It is the responsibility of the SEZMC to: 

 Develop and implement an energy management plan; 

 Review and re-negotiate tariff structure with supply authority; and 

 Provide alternative strategies and solutions for energy supply using powered renewable energy 

sources. 

The energy management plan should provide for: 

 Suitable Energy Management Infrastructure and systems to ensure the cost efficient use of energy; 

and 

 Facility Energy Audits and assessment of cost recovery options and continuous search and 

assessment of industrial and commercial facility efficiency improvements such as renewable energy 

utilisation and electrical load reduction measures. 

12.10 Information and Communication technology services  

In order to support the tenants and SEZ staff operations, a highly intelligent and flexible network needs to 

be developed and implemented by the SEZMC. The SEZ Extranet enables its tenants to communicate 

effectively using state-of-the-art communication systems, such as video conferencing, doing e-Business, 

connecting to their clients and benefit from the latest developments of communication technology. 

In order to provide the ICT platform, a fibre optic network and satellite link is required. The SEZDC will 

provide the infrastructure and fibre-to-the-office for each tenant. Terminal equipment in each building will 

be for the account of the tenant. SEZDC will also secure the services of registered Internet Service Providers 

to provide worldwide internet access to the tenants and SEZ staff. 

12.11 Logistic Services 

12.11.1 Introduction 

One of the main potential benefits of a SEZ are “savings provided through collaborative logistics 

processes”. The logistics centre becomes the heart of collaboration in the SEZ. Consolidation of warehouse 
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space and sharing of material handling equipment within one consolidated warehouse provide enough 

evidence that synergies would initiate savings through economies of scale. One of the main criteria is to 

provide world-class services to match international standards as a draw card for international investors. 

Logistics service providers as partners should be attracted to the SEZ to turn concept into reality and to 

harness logistics savings by providing synergies within the following services: 

 International consolidation: 

 National consolidation; 

 Container Facility Management; 

 Logistics Centre Management; 

 Production Logistics; 

 Vehicle distribution centre; and 

 Intermodal logistic management. 

The following schematic representation is a depiction of all the logistics services that will be offered within 

the ASP: 
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Figure 75: Schematic representation of all the logistics services that will be offered within the ASP 
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12.11.2 International Consolidation 

Functional Description: 

International consolidation entails the collection of parts and components from international suppliers on 

behalf of all logistics centre users (SEZ tenants and external customers). These goods are transported to an 

international facility, repacked and consolidated to ensure that containers are utilized to the maximum 

capacity. The improved utilisation of containers creates synergies through consolidation that in turn 

provide savings due to a reduction in LCL (less that container load) shipments. The goods are then 

transported to the nearest port of discharge and shipped to the SEZ. The international consolidator is 

responsible for the forwarding (sea-freight, airfreight) and customs clearance of the parts and components 

at the port of entry as well as to ensure that these parts and components reach the container depot at the 

SEZ. 

 

Figure 76: Schematic representation of international consolidation 
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National consolidation encompasses the collection of goods from suppliers located nationally and locally 

and the transportation of these goods to the logistics centre or directly to the SEZ tenants. Goods are 

collected at various suppliers and transported to local customers. Goods are repacked and consolidated to 

ensure the maximum utilisation of cargo space provided by trucks (super-links, 8 ton trucks, etc.). The 

consignments are in turn transported to the logistics centre within the SEZ. 

 

Figure 77: Schematic representation of national consolidation 
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Figure 78: Schematic representation of container depot management 
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Figure 79: Schematic representation of logistics centre management 
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Figure 80: Schematic representation of production logistics 
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 Outgoing trucks from Logistic Centre or Park suppliers (regular parts). 

The deliveries, traffic flow and security processes are optimised for the tenant requirements and the 

facilities available within the SEZ. 

12.11.8 Vehicle Distribution Centre (VDC) 

The general purpose of a Vehicle Distribution Centre (VDC) comprises all logistical, and if required, value 

adding activities between either the source of production and the end customer, or alternatively the 

forwarding shipper and the end customer. 

Exact facilities are dependent on the needs of the client (user) of the Vehicle Distribution Centre, but 

typically translate into the functions of storage, vehicle preservation, loading and offloading, stock 

management and ancillary services. The storage element is generally derived out of the VDC being a 

centralized stock position, viz. a distribution hub in the hub-and-spoke distribution model. 

To cater for the specific types of product and status of each vehicle, whether the VDC is designed for a 

multi or single user purpose, the following areas typify a VDC: 

 Main Gate receiving and Despatch and staging areas; 

 Road Carrier receipt and loading points; 

 Rail receipt and loading areas (siding with ramps); 

 Direct customer hand-over areas; 

 Storage areas demarcated into virtual sectors defined either by: 

 Segregation by product-make if it a multi-user facility, or alternatively by model type if it is a 

single user facility; 

 Segregation by product in terms of the status of the vehicle viz. sales fleet, local dealer cars, 

export cars, import cars, used vehicles, high and heavy vehicles, commercial, etc.; and 

 Definition of specific bonded areas to comply with the SARS regulation of separating bonded OS 

and OE stock and un-bonded duty-paid vehicles. This definition is of vital importance to maintain 

in-bond compliance status. 

 Processing areas for the preparation of vehicles in terms of: 

 Pre-load washing of vehicles for distribution to ensure stock arrives at destination in good 

condition; 

 An area allocated to the pre-transport protection such as protective paint films and surface 

protection, as well as the removal thereof; 
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 Specific customer specifications in terms of the application of shipping labels, bar-codes, 

transport instructions, loose accessories, and security application such as Data Dot, etc.; and 

 Preservation bays for battery checks, re-charging and changing; 

 Production areas are needed only if there is a requirement from one or more user to perform 

technical functions on the vehicles such as: 

 Pre-Delivery services (PDI); 

 Technical fitment of accessories or products; 

 Maintenance functions; and 

 Repair areas for mechanical and/or paint and surface work. 

12.11.8.1 Logistical Process Flow of vehicle stock 

 Inbound Stock 

The ingress of product into the VDC will usually take place by direct on-own-wheels delivery, by offload 

from road carriers, or from a rail-head. Vehicles are commonly pre-known by the full VIN to the VDC 

system already and merely scanned in and verified, or received on manual receipt documents which need 

to be entered onto a system. 

 Storage of Vehicles 

Vehicles that have been received into the VDC are allocated either to pre-processing areas for specific user-

defined activities or may go straight into storage awaiting re-distribution. 

 Outbound stock 

The call-off of outbound stock is either defined by a pull principle in terms of sale to the customer, or a 

push principle in terms of larger consignments which are already pre-sold to bulk markets, for instance 

exports – these loads generally tend to be re-consolidated in a storage location like the port, ready for 

shipment. Progress of the vehicles from the VDC will generally result from load sheets being drawn up by 

the operations staff, vehicles are allocated to a specific mode of transport and the vehicles are once again 

verified at exit that they match the load sheets. 

12.11.8.2 IT and Management Systems for the VDC  

Although some distribution facilities run on near-manual systems, it is imperative that in a multi-user, 

multi-product environment a robust IT system exists, which first and foremost needs to facilitate the 

vehicle tracking as well as the integrity of the stock holding. The following basic functions need to be 

present in the system: 
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 Scanning capability at the main gate to capture and validate vehicles against system master-data, 

control receipts and despatches, and serve as a tracking point for GIT; 

 Scanning capability in the yard and process areas to validate completed activities which need to be 

performed before a vehicle is allowed to be despatched – this is typically a system “buy-off” point 

which captures the status of the activity; 

 Downloadable scanning capability for cycle checking and stock taking; 

 General functionality for the system to produce: 

 Management information and reporting on logistical flows such as movements, processes and 

actions during given time periods; 

 Statistical information on routine maintenance, damages, dwell-times, stock ageing; and 

 Transit documentation for the movement of goods such as: Despatch notes, manifests, export 

documents, commercial invoices, dealer notes and loading sheets. 

The system necessarily needs to be linked to the financial and control systems of the clients to ensure that 

the disposition of each vehicle is in sync with the client’s information – this is critically important with 

bonded stock. 

Schematic representation of various VDC operation process flows  

 

Figure 81: Schematic representation of the changed VDC local flow 
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Figure 82: Schematic representation of the fleet issue flow data 

 

Figure 83: Schematic representation of the VDC local flow 
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Figure 84: Schematic representation of the VDC import flow 
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Figure 85: Schematic representation of the VDC local flow data 

 

Figure 86: Schematic representation of the import flow data continue 
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Figure 87: Schematic representation of the VDC 6 week cycle wash flow 

 

Figure 88: Schematic representation of the 6 week cycle wash flow data 
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Figure 89: Schematic representation of the VDC 182 cycle wash/wrap flow 
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Figure 90: Schematic representation of the 182 cycle wash/wrap flow data 

 

Figure 91: Schematic representation of the VDC fleet issue flow 
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Figure 92: Schematic representation of the fleet issue flow data 

 

Figure 93: Schematic representation of the changed VDC import flow 
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Figure 94: Schematic representation of the changed VDC local flow 

The VDC will most likely be managed and operated by an established vehicle distribution and management 

operator that has close ties with the local and multinational OEMs. 

12.12 Energy Plan 

Musina SEZ is situated along N1 route just 2 km before Beitbridge. The proposed site is under the Musina 

Local Municipality while Eskom is the Electricity supply authority. 

Eskom supplies Musina and existing industrial business area via overhead power lines from a substation. 

The initial load required for the development is estimated at 10 MVA, for which a new substation will be 

required. 

This report proposes the following: 

 Arrange meeting with Eskom to get details of the existing supply for existing industrial area; 

 Should the existing supply found not to be enough for the planned development, the SEZ must 

request additional supply required for first phase as short or medium term; and 
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 For long term purposes, arrange meeting with Eskom to establish site for new substation (1 x 10 

MVA). Liaise with Eskom and land owners regarding site and servitudes for new substation and 

transmission lines. 

12.13 Value Proposition 

The development of a value proposition would normally be done for a party that has shown an interest in 

locating, re-locating or developing its business in the SEZ. 

The intended Musina SEZ development supports all industrial value chain stakeholders in their drive for 

increased competitiveness as well as supporting quality and delivery of products and services to the 

targeted markets and industries by: 

 A world-class supplier logistics concept and design: A significant value proposition distinguishes it 

from a normal industrial park development as suppliers can get world class services and logistics 

services for a competitive price; 

 Synergies and sharing services: The SEZ does introduce, facilitate, operate and manage different 

services that allow tenants to source better quality services for a more competitive price and provide 

them the opportunity to focus on their core business; and 

 A world class working environment: The buildings, infrastructure and developed environment are 

normally based on international standards. The environment contributes to staff motivation in an 

environmentally friendly environment. The move into such new facilities does allow for the space 

optimisation of office, laboratory, manufacturing, processing and warehouse facilities for tenants 

and users. 

In addition the Cluster Concept that is being applied in the development of the Musina SEZ will integrate 

the needs of all value chain stakeholders with those of political and financial/funding stakeholders to allow: 

 For support by the selected industries in convincing suppliers, users and clients in the industries to 

become tenants themselves; 

 For giving logistics members of the value chains a better position with regards to their main clients 

after they become tenants; and 

 For every future tenant and user to have its own value proposition developed unique to its own 

situation as there is no such thing a one-size-fits-all common value proposition. 
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There is a class of secondary tenants that may either be a service provider to companies who have moved 

into the SEZ or service providers who provide different services to the targeted industries. In both cases the 

business opportunities are delivered for these companies through: 

 Preferred partnership status in the SEZ (like logistics or facilities management partners); 

 Strategic positioning inside the SEZ; or 

 Development of a complete new business. 

The focus here would be on developing the local community. 

The Musina SEZ provides a strong value proposition for clients and service providers through: 

 A service package, which includes: 

 Central security system; 

 Building and SEZ maintenance; and 

 Co-ordination of municipal services; 

 Further service level development: 

 Mainly driven by client interest and economic viability within the SEZ: 

 Services introduction: 

 Central ICT infrastructure; 

 Facilities management; 

 Canteen services; and 

 Transportation (with logistic services); 

 Sustainable development of SMME and BEE practitioners and users of services; 

 Training and development; 

 A basis for local economic development; and 

 Opportunities for the empowering and developing the local community. 
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13. Investment and Finance 

13.1 Financial Modelling and Scenario Planning 

The following key assumptions have been made as input into the financial model: 

  
Area (m²) Type 

Building 
cost / m2 

Building cost 
Rental 

/m2 

Anchor Tenants 50,000 
Hi-Tech Industrial 

Space 
             

8,200  
          

410,000,000      
               

75.00  

Central hub 3,500 Office 
             

6,500  
             

22,750,000      
            

150.00  

Fresh produce area 6,000 Refrigerated area 
           

12,000  
             

72,000,000      
               

20.00  

Logistics/Container Yard 
centre Open Space 

30,000 Storage space 
                 

700  
             

21,000,000      
               

20.00  

Office portion of Anchor 
tenants 

600 Office 
             

6,500  
               

3,900,000      
            

150.00  

Parking bays 300 
Parking (5m x 

2.5m = 12.5m²) 
                 

400  
                   

120,000      
 2.5  

Food Processing Area 7,377 Factories 5,000 
             

36,885,000      
20 

Vehicle Distribution Centre 144,600 Storage space 700  101,220,000      2.5 

TOTAL LAND YIELD 242,377       667,875,000      
 

 
 

Inflation rate of South Africa 

 

6.10% 

Start of financial year 2015 

Interest rate of South Africa 9.00% 

Interest received from banks 3.00% 

Tax rate of South Africa in SEZ area 15% 

Dividend policy 30% 

Dividend tax 15.00% 

Debtors payment period (years) 30 

Loan period (years) 14 

Depreciation period infrastructure (years) 30 

Depreciation period buildings (years) 20 

 

Infrastructure capex cost element  

EIA and WUL 1,200,000 

Electricity bulk connection 22,320,000 

Land value/cost 90,000,000 

Internal Roads Infrastructure 29,750,000 



Report 
Technical Feasibility Study for the Agro-processing, Logistics and Petro-chemical Hub SEZ at Musina, Limpopo 
Province 

 

  Page 320 of 349 

Bulk services connection 182,000,000 

Technical team costs 72,892,500 

Perimeter Fencing 20,300,000 

Gatehouse and boom 11,000,000 

Landscaping 11,250,000 

Infrastructure Capex Cost Total 440,712,500 

The financial modelling looks positive, but not great, and with the Dti’s contribution of R 250 million for 

each of years 1, 2 and 3, the Internal Rate of Return (IRR) is: 

IRR (nominal)   11.57% 

IRR (real)   5.16% 

The IRR is fairly low, as the investment property from which rental income can be earned is not that much 

in comparison to the investment required in infrastructure. 

For the total development, the following additional loan finance is required: 

Loans required Rand  

Stage 2 Buildings and Development  583,490,575  

TOTAL 583,490,574 

Considering that the total investment property value is R1,290,159,240, the total loan finance makes up 

45% of the investment value, which should be fairly easy to achieve. 

13.2 Financial Forecasting 

Financial forecasting is done over a 20 year period. Infrastructure gets constructed over the first 2 financial 

years, and buildings are constructed over years 3 to 6. Forthwith, income on the buildings is only taken into 

consideration after completion of a functional lettable unit and builds up from year 4 to 7, after which it 

only increases with cpi. 

13.2.1 Sustainable Revenue and Sources of Revenue 

Income is derived from a total of 242 377 m2 of various buildings and space that will be occupied by 

tenants. In line with the rental rates of the area, the rental rate per m2 is taken as indicated below: 

 
Area (m²) Rental /m2 

Anchor tenants 50,000                75.00  

Central hub 3,500             150.00  

Fresh produce area 6,000                20.00  
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Logistics/container yard centre open space 30,000                20.00  

Office portion of anchor tenants 600             150.00  

Parking bays 300  2.5  

Food processing area 7,377 20 

Vehicle distribution centre 144,600 2.5 

TOTAL LAND YIELD 242,377 
 

13.2.2 Turnover and Profit 

Turnover increases over the first seven years of construction, until the full available space is occupied. A 

huge positive profit before Interest, Tax, Depreciation and Amortisation (EBITDA) is achieved from year 5, 

and interest is comfortably serviced by the revenue streams from year 4 onwards. Loan finance is also only 

drawn in year 4 and 5. This is achievable through the Dti’s contribution of R 250 million for each of the first 

3 financial years. 

13.2.3 Operational Financing 

Operational finance is received partly from the Dti’s contribution of R 250 million for each of the first 3 

financial years, as the bulk of this is used to construct the economic infrastructure required and to start 

with the building of the anchor tenants’ buildings. From year 4 onwards, operational finance is generated 

from the rental revenue streams. No additional operational finance is required. 

After 20 years the entity should have a positive cash balance of R 603 million. This could be re-invested in 

the expansion of the park or other targeted investments to stimulate the economy, to create economic 

infrastructure or promote job creation through SMME development. 

From year 16, the cash balance is high enough to settle all outstanding loan finance obtained. So, although 

loans are repaid over 14 years, and drawn in year 4 and 5, it could be settled over 12 years. 

13.3 Capital Financing 

It is assumed that 45% of the Investment property will be financed from in year 4 and 5 of the 

development. This should be easy to achieve, as the Infrastructure and some Investment Property will be 

funded through the Dti grant. Infrastructure is always the most difficult subject matter to obtain finance 

from. 

Some security for the finance should be available by year 4. It is important that the legal entity should be 

geared and constituted to be able to pursue capital finance. Finance is assumed to be obtained at prime 

interest rate, and will be repaid over a 14 year period. Shorter repayment terms will be achievable, as 
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explained in par 1.2.3 above, as all outstanding debt could be settled by year 16, if so required by the loan 

financiers. 

13.4 Investment Facilitation and Aftercare Plan 

Possible investors could be DBSA, the IDC and A1 bankers such as Standard Bank, FNB, ABSA, Investec or 

other private investors. 

13.5 Financial Plan 

The 20 year financial plan with Income Statement, Balance Sheet, Cash Flow, graphs and IRR calculation is 

attached as Annexures. 

13.6 Summary 

The SEZ is financially feasible and is an attractive option for both funders and the government in order to 

create economic infrastructure and promote the development of the area. It is recommended that more 

Investment Property is developed to make the total investment even more attractive and to create a 

higher return in investment. 
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14. Marketing and PR 

14.1 Marketing and Communication Strategy to Support the SEZ Programme: Musina 

14.1.1 Background 

Musina was one of the sites identified based on the potential of the area as a pivotal trading point along 

the North‐South Corridor, the gateway to the Southern Africa Development Community (SADC) and 

Southern Africa. The decision was furthermore based on large-scale logistics and agricultural activities 

based in and around the town and the border post. 

The private sector based Limpopo Eco‐Industrial Park (LEIP) business plan also identified an untapped 

opportunity in the petro‐chemical sector, which could be further harnessed and grown if included in the 

SEZ. 

The competitive advantages offered by Musina as a potential site to become a Special Economic Zone lies 

primarily on its geographic location on the North‐South Corridor and the access it provides to the SADC 

countries. The Limpopo Province is also renowned for its agriculture activities and the range of agro 

production that takes place in the Province, from fruits to vegetables and livestock. 

14.1.2 Location 

Musina is the northernmost town in the Limpopo province of South Africa. It is located near the confluence 

of the Limpopo River with the Sand River and the border to Zimbabwe. It has a population of between 

20,000 and 40,000. Iron ore, coal, magnetite, graphite, asbestos, diamonds, semi-precious stones and 

copper are mined in the region. 

Musina is seat of the Musina Local Municipality, which is located in the Vhembe District Municipality of 

Limpopo Province. The District Municipality is made up of four local municipalities, namely Musina, 

Makhado, Thulamela and Mutale. Musina Local Municipality covers an area of approximately 757 829 ha 

that extends from the confluence of the Mogalakwena and Limpopo rivers in the west to the confluence of 

the Nwanedi and Limpopo rivers in the east and from Tshipise and Mopane in the South to 

Botswana/Zimbabwe borders in the North. The municipal area consists mainly of commercial farms, and 

only 0.08% of the total area is urban in nature. 

The Musina Local Municipality Integrated development (IDP) states that Musina and Nancefield can be 

described as provincial growth points (1st order settlement) due to their relatively high level of economic 

activity and rendering of services to local and surrounding communities. 
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Figure 95: Location of Musina 

The main contributors to the economy of Musina municipality are:  

 Agriculture, forestry and fishing (35%); 

 Mining (30%); 

 Transport and communication (15%); 

 Manufacturing (11%); 

 Finance and business services (9%); 

 Wholesale and retail trade, catering and accommodation (6%); 

 Community, social and personal services (6%); and 

 Government services (5%) and construction (5%). 

The unemployment rate stands at 25%, with the highest percentage amongst the youth aged between 15 

to 19 years and declining with age. Musina Local Municipality contributes 11% of GDP to the Vhembe 

District Municipality. The IDP states that the manufacturing sector of the economy is currently not 

performing well. However, given the strong agricultural base, opportunities for expansion of the 

manufacturing industry exist through agro-processing and other activities. 

14.2 Communication and Marketing Strategy Statement  

The Musina SEZ will serve as a development stimulus along the North‐South Corridor linking SADC and 

Southern Africa with its foundation in the SEZ programme of the Dti. 
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14.2.1 A Mission Statement 

To be a node attracting agricultural and agro-processing, logistics and petro-chemicals industries into a 

shared services environment that makes business sense and serves to stimulate economic growth and 

employment opportunities. 

14.2.2 SWOT: Challenges and Constraints 

Below is a summary of the primary constraints to be noted and drivers that may be utilised in promoting 

the establishment of the Musina SEZ. These constraints need to be overcome or mitigated as part of the 

SEZ management plan as key performance indicators. This management plan, which will include 

maximizing the drivers, will be supported by the marketing and communication plan. 

Constraints 
Detailed analysis of the environmental impact of the proposed Shell gasification process is required 

A bankable feasibility study needs to be completed 

The economic viability of the project depends largely on:  

 the quality and price of coal sourced from the area 

 the price of crude oil and by‐products and  

 the access to markets (transport costs) 

The need to recover the exceptional high capital cost of constructing the proposed plant and clean 
up the high volume of greenhouse gas emissions, i.e. carbon dioxide 

Musina’s location is not necessarily in close proximity to the major source of agriculture activity 
required to provide the raw material for the agro‐processing ventures 

For agriculture to re‐focus the market inward to the high demand areas in Gauteng and other 
metropolitan areas, the distance to markets will be a competitive disadvantage 

Completion of a detailed feasibility study for the establishment of the coal to hydrocarbons 
complex. This will require a multinational petrochemical and finance partner, as the cost of such a 
feasibility study is estimated at US$50 million. 

A key challenge is the establishment of commercial scale farming operations to supply the raw 
materials in excess of what is already currently available 

Potential uncertainty due to the land restitution process 

The policy of neighbouring countries to replace imported food products with home‐grown products. 
Zimbabwe recently placed a ban on importing fresh produce from South Africa 

Local broiler producers can still expect competition from the EU 

Strategies in the management plan to overcome or mitigate these constraints: 

 Conduct economic viability and bankable feasibility; 

 Explore possibility of petro-chemical partner to take it to the next level; and 

 Review scale and distance from where inputs have to be obtained. 

Drivers 
The pre‐feasibility study has proven that significant opportunities exist around the three sectors 
identified, i.e. logistics, agriculture and petrochemicals. This includes the upstream value chain as 
well as several downstream opportunities. 

The Musina area is ideally situated on the North‐South Corridor, which is the gateway to the SADC 
markets with a population of 277 million people in the SADC markets. 
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The technological viability of the proposed processes appears sound. 

Agriculture (which contributes approximately 7.4% to the South African agricultural production) is 
pivotal in the economic and social development of the province as far as employment, food 
production and export is concerned. 

Musina has the competitive advantage of being on the border with Zimbabwe. 

Support industries can be established in the Vhembe district and the proposed Musina SEZ. 

Producers have access to Polokwane International Airport for international cargo handling facilities. 

Investors have indicated an interest in investing in both the upstream and downstream 
opportunities. 

There is sufficient evidence of market requirements to justifying the need for relevant logistic 
infrastructure. 

Proposed strategies to leverage the drivers are described in the sections following. 

14.2.3 Goals and Objectives 

 To support the establishment of the Musina SEZ based on the feasibility study; 

 To create awareness and support for the development and growth of the Musina SEZ; and 

 To support the process of attracting solar and related industries and tenants into the SEZ. 

14.2.4 Performance Indicators 

 The successful establishment of the Musina SEZ; 

 Awareness in support of the Musina SEZ; and 

 Attracting logistics, agro-processing, petro-chemical and related industries and tenants into the SEZ. 

14.2.5 Value proposition 

The Musina SEZ will be at the pivotal trading point along the North‐South Corridor, the gateway to SADC 

and Southern Africa with access to large-scale logistics and agricultural activities based in and around the 

town and the border post. The SEZ provides opportunities for the logistics, agriculture and petrochemicals 

sectors, which include the upstream value chain as well as several downstream opportunities. 

14.3 Marketing Plan 

14.3.1 Develop key messages 

The key messages will include: 

 The position of Musina as gateway to the SADC markets; 

 The location of Musina on the main north-south corridor of South Africa; 

 Access to the international and regional markets in Sub-Saharan Africa via the cargo facilities at the 

Polokwane airport; 
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 The pre‐feasibility study has proven that significant opportunities exist around the three sectors 

identified, i.e. logistics, agriculture and petrochemicals; 

 The Musina SEZ is a gateway to the SADC markets with a population of 277 million people; 

 Sufficient evidence exists of market requirements to justify the need for relevant logistic 

infrastructure; 

 Policy and incentive benefits from locating within an SEZ; 

 Proximity to core clients; 

 Economies of scale; 

 Reducing costs of logistics;  

 Shared non-core services; and 

 Alignment with the Musina Integrated Development Plan (IDP). 

14.3.2 Compile Media Database and Identify Key Contacts 

Key Agricultural Publications 

Agri Derick van der Walt 012 643-3400 

Farmers Weekly Alida van der Walt 011 889-0836 

Landbou Weekblad Chris Burgess 021 406-2202 

NuFarmer and African 
Entrepreneur 

Johan Swiegers  012) 804-5854/6  
 

Poultry Bulletin Cameron McKenzie  (011) 795-9920  

PROAgri Annemarie Joubert  (086) 177-7225  

SA Agri-Land Irma Nel  (018) 293-0622  

Vegetables and Fruit Irma Nel  (018) 293-0622  

Petro, Chemical Industrial Publications 

Chemical Technology Glynnis Koch  (011) 622-4770  

Key Transport and Logistics and Engineering Publications 

Publication Editor Contact details 

Focus on Transport & Logistics Charleen Clarke 011 782-1070 

Transport World Africa Simon Foulds 011 233-2600 

Truck & Bus Cindy Haler 011 789-3730 

Trucks & Heavy Equipment  Anelise van der Laan 012 654-2745 

Freight and Trading Weekly Joy Orlek  011 327-4062  

Engineering News Terence Creamer 011 622-3744 

Key Business/Financial Publications 

Financial Mail Tim Cohen 011 280-3000 

FinWeek Marc Ashton 011 217-3053 
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Business Report Ellis Mnyandu 011 633-2484 

Business Times Rob Rose 011 280-3000 

Business Day Peter Bruce 011 280-3000 

Key Mining Publications 

Publication Editor Contact details 

African Mining Gavin Duvenage 011 603-3960 

African Power, Mining & Oil 
Review 

Chege Moses 
Kasaija 

011 528-0679 

Capital Equipment News Kim Kemp 011 622-4770 

Inside Mining  Gerhard Hope 011 233-2600 

Investment, Mines & Quarries 
Africa & International 

Chantelle Lai 011 450-4856 

Journal of the Mine Ventilation 
Society of SA 

Marco Biffi 011 482-7957 

Journal of the Institute of Mining 
& Metallurgy 

Dave Tudor 011 834-1273 

Mining Mirror Leon Louw 011 603-3960 

Mining News Nadia Kimmie 011 498-7100 

Mining Weekly Martin Creamer 011 622 3744 

Modern Mining Arthur Tassell 011 280-3012 

Quarry Southern Africa Leon Louw 011603-3960 

SA Mining Nellie Moodley 011 280-3012 

Regional Publications 

Bosvelder Charmaine Lourens  (015) 491-2771  

Capricorn Voice Stephen Mbedzi  (015) 293-9400  

Die Kwevoel Pieter Coetzee  (014) 777-1621  

Letaba Herald Minke Slabber  (015) 307-5050  

Limpopo Mirror Wikus Lee  (015) 516-4997  

Mopani Herald Matome Maila  (015) 307-5050  

Polokwane Observer Yolande Nel  (015) 291-1061  

Polokwane Review Jolene Nash  (015) 293-9400  

Zoutpansberger Andries van Zyl  (015) 516-4997  

14.3.3 Media plan 

The media plan will be aligned with the overall strategy and business plan for the SEZ and extract its key 

messages from this. The media and marketing plan will consist of the following core elements: 

 Develop a media toolkit containing all relevant details about the SEZ, the policy and incentive 

framework and the information required by would-be investors and prospective tenants in the 

Musina SEZ; 
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 Implement a media relationship and information campaign promoting the Musina SEZ as an 

investment destination and for logistics, agro-processing, petrochemical and support industry 

tenants; 

 Execute an advertising campaign for RFPs for investment and tenant opportunities; 

 Develop a website as online portal to disseminate information about the SEZ programme as well as 

on the specific SEZ, such as the Musina SEZ; 

 Implement a stakeholder management programme (see below): 

 Disseminate a regular stakeholder update newsletter will run off the website as platform; 

 Conduct a roadshow with regional briefings to take the message to market.  

 Support the SEZ management team with investment promotion; and  

 Support the SEZ management team with tenant recruitment. 

14.3.4 Branding and Corporate Identity Framework 

The Musina SEZ forms part of a national SEZ strategy of the Department of Trade and Industry, and each of 

the SEZs in this new initiative should benefit and leverage from the overall branding. This need for shared 

branding elements, however, should not minimize the need for each SEZ to develop, to a degree, its own 

branding and strategic positioning. 

The ideal approach will be to develop an overall branding and corporate identity framework for all the new 

SEZs, with each SEZ having a shared logo “look and feel”, but with some unique element to reflect its 

specific value proposition. This approach will require the following building blocks: 

 A Corporate Identity Manual: This will be the overall framework to which all the SEZs have to 

comply and will include, inter alia, a “block” design within which the logos have to fit, specification 

on fonts and font sizes; 

 SEZ logo and slogan: the SEZ logo within the above framework with its slogan linked to its value 

proposition. This slogan will be work shopped with the SEZ team to correctly capture the essence of 

its value proposition; and 

 A shared pay-off line: Each of the logos to have a shared pay-off line, for example: “an Initiative of 

Dti”. 

The example below, for now, uses the existing “SEZ” icon. It will be a policy decision whether to retain this 

or whether to develop a new graphic design. 
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Figure 96: SEZ icon 

14.3.5 Marketing Collateral 

The marketing collateral will consist of the following core elements.  

 The first element will be a marketing information pack with all the relevant information, maps, 

tables, graphs, sketches and drawings needed to explain and market the Musina SEZ and its benefits 

and opportunities. This will, in essence, be a “fact file” of all relevant information; 

 The second element will be the SEZ website as portal to serve as document repository and channel 

investor/tenant enquiries. The portal will be a digital platform for information, maps, project plan 

updates, stakeholder update newsletter, site maps, floor plans, photographs of project progress; 

 Photographic record of milestones and achievements, which will be a valuable resource in 

demonstrating momentum and progress with the SEZ and to use in the marketing info pack and in 

the media relations programme; 

 The photographs will be used in the image gallery on the website; 

 Exhibition material and banners to be used at trade shows (e.g. SAPICS, CILTSA). Conferences with 

parallel exhibitions often attract key groups and individuals and such events can be used to reach out 

to interested stakeholders who are converged in time and space; 

 Marketing handout in the form of an SEZ profile as a strategic marketing document with the main 

elements summarised for distribution to prospective investors and tenants; and 

 For business meetings and technical briefings a series of top-class PowerPoint presentations must be 

developed. This need to be updated in according with projects plan progress and customized to 

different stakeholder groups to emphasize relevance. 
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14.4 Stakeholder Management Plan 

14.4.1 Stakeholder Database 

During the implementation phase all relevant stakeholders must be identified and assessment with respect 

to their interest and, and potential contribution to the establishment of the Musina SEZ. A database of 

stakeholders must be compiled based on those companies or organisations that can assist in promoting 

and growing the SEZ and potential collaborators have to be identified and engaged with on the basis of the 

SEZ business plan. 

Below is a template for this purpose. 

Area of Influence Company/ 

Organisation 

 

Contact Person e-Mail Notes 

     

14.4.2 Stakeholder Assessment 

Stakeholder management is the process of identifying stakeholder groups, the interests they represent, the 

amount of power they possess, and determining if they represent inhibiting or supporting factors toward 

the transformation. The objective of stakeholder planning and management is determining who the 

stakeholders are and how they should be dealt with. The typical steps in assessing the best way to engage 

with stakeholders are: 

 Identifying Stakeholders; 

 Collecting and Analysing Data; and 

 Engaging and Building Trust with Stakeholders. 

With a range of working methodologies available, a less complicated and quick to adjust model is 

preferable, as is set out below. This model and the supporting stakeholder table (see below) can be used to 

do the stakeholder assessment. 
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Figure 97: Stakeholder Assessment Model 

The table below is a template to conduct an assessment of the key stakeholders that are in a position to 

assist or hinder the achievement of the SEZ strategic plan. This assessment will be used as input in the 

marketing strategy to engage with the identified stakeholders. 

Stakeholder  

Nature of Linkage 

 Linked/close 

 In Alliance 

 Informal/intermittent 

 Broken/disconnected 

 Discord/conflict 

 

Issues and challenges  

Objectives to be achieved with this stakeholder  

Potential future risks  

Priority (1 – 3)  

Engagement required  

Platforms/tools to be used  

14.4.3 Communication Platform to Engage with Stakeholders 

A multi-dimensional platform will be established to engage with the stakeholders. 

14.4.3.1 Database 

The first component will be to create a database of stakeholders. This will be a dynamic document and be 

updated from time to time. 

 Stakeholder categories will be created based on shared interests (e.g. regulators, service providers, 

tenants, investors, social groups, etc.); and 
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 Stakeholder assessment will identify the issues of importance for the different stakeholder 

categories and which communication channels will be best to use in engaging the various 

stakeholder categories. 

14.4.3.2 Website 

The website will play a critical role as an information exchange portal. It will include both static and 

dynamic information and will serve as a repository from where stakeholders can download documents.  

 Update Newsletters: The website will serve as a platform for stakeholder update newsletters. The 

newsletters will carry both the strategic key messages as well as tactical, topical messages, as 

required from time to time. 

14.4.3.3 Face-to-Face Meetings 

The project team will use the stakeholder platform elements to engage with stakeholders in various 

focused face-to-face meetings, such as technical briefings and business meetings with prospective investors 

and tenants, regulators, infrastructure and other service providers, communities and the like. This will take 

the form of technical briefings (e.g. for stakeholder groups) and business meetings (e.g. for prospective 

investors and tenants). 

14.4.3.4 News Media 

The media will be engaged to convey key messages (both strategic and tactical and topical messages) as an 

additional channel to reach stakeholders. On occasion the media may also be used via advertising, such as 

for requests for proposals and the like. 

14.5 Images of the Proposed SEZ 
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Figure 98: Conceptional Layouts for site 1 and 2 

 

Figure 99: Typical entrance design 
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Figure 100: Conceptional design for the Hub 

 

Figure 101: Warehousing design 
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Figure 102: Conceptional warehousing design 

 

Figure 103: Distribution Centre design 
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Figure 104: Distribution Centre design 

14.6 Conclusion 

This Communication and Marketing Strategy has to support the Musina SEZ during the implementation 

phase. 
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15. Risk Analysis 

15.1 Introduction 

The key potential risks associated with the proposed Musina SEZ have been identified. These include risks 

of a technical, financial and economic nature as well as local and global drivers of the Logistics and 

Petrochemical industries.  

A key pillar of the proposed Musina Logistics SEZ is the Transnet connectivity and the N1.  These are the 

main feeding routes for the SEZ and its livelihood depends thereon.  Transnet’s participation in the project 

is therefore vital for the SEZ long term growth and expansion.  Without that, the prospects for Musina 

Logistics SEZ are restricted to logistics service providers that can use the current road and rail network. 

15.2 Market and Technology Risks 

The identified early adopters and opportunities for the Musina SEZ could be delayed due to matters 

beyond their control.  The petrochemical industry and the agriculture sector are all experiencing challenges 

that could contribute towards delayed action in establishing facilities at the Musina SEZ.  However, by the 

same token, other industries might require facilities sooner.    

Of particular importance is the establishment of the multimodal terminal and Transnet’s commitment to 

the project.  It appears that there is strong support for the Musina Regional Hub which will now be 

incorporated into the Musina SEZ.   The logistics hub forms part of the North South Corridor project and is 

likely to receive substantial support from the government and its institutions. 

15.3 Technical Risks 

The other risks associated with the establishment of the SEZ are typical of any industrial or property 

development project and relates to availability of land, funds and resources to establish the SEZ as well as 

licencing and regulatory processes that are not aligned with the current development of the logistics 

industry in South Africa.  While the Strategic Infrastructure Projects are well construed, it is in the 

implementation that co-ordination of departments at national and provincial level is required. Funding for 

these massive projects remains a challenge for the government.  The IDC and other state owned 

enterprises will be required to provide assistance and guidance in these developments.   

Besides the market development risks, it appears that all other risks can be mitigated amicably by 

employing and training the SEZ management team sooner than later to take over the promotion and 

management of the SEZ implementation process. 
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15.4 Risk Tracking 

It is therefore proposed that the SEZ team for Musina Logistics SEZ continue with the licencing and 

establishment of the SEZ – the PMU of LEDA is currently engaged with dti in application for an Industrial 

Development Zone licence.  It is therefore also proposed that a SEZ Board be established for the Musina 

Logistics SEZ and that one of the first tasks of the Board be the establishment of a Risk Register.  The risk 

register is to be administered by the SEZ Board and a task plan drawn up with delegation to team members 

of all the critical issues that need to be resolved. 

15.5 Risk Matrix 

The identified risks and their possible mitigation plans/actions/strategies are included in the following 

table: 

Risk Category Potential 
fatal flaw 

Risk mitigation 

1 Potential isolation of Musina and 
associated industrial sites in and 
around the town with the proposed 
development of the N1 national 
route.  The delay in implementing the 
Musina Rail Hub might have a long 
term negative impact on the viability 
of the MUSINA Logistics SEZ.  

Infrastructure Yes The Musina PMU and LEDA to 
remain in contact with the Transnet 
decision makers.  The risk remains 
active until Transnet has concluded 
its Regional Planning. 

2 SEZ designation. The Musina Logistics 
SEZ offers significant benefits to 
importers and exporters if it is 
designated as an inland port of entry.  
The designation of the SEZ as such is 
therefore of vital importance.  SARS 
appears to not support such 
initiatives. 

Regulatory Yes The Musina Logistics SEZ PMU needs 
to continue engagement with SARS 
and the dti to garner support for the 
designation of the SEZ as an inland 
port of entry. 

3 SEZ qualification criteria risks.  
According to the SEZ Act, companies 
that invest in excess of R100m, 
employ more than 50 people and 
export more than 50% of their 
production, will  be eligible to 
establish in SEZ's.  This will therefore 
exclude smaller companies from 
establishing in the Musina SEZ. 

Business No In order to build a more 
comprehensive cluster of activities 
in the geographic same area, this 
regulation will need to be amended, 
or adapted to allow conditional 
establishment of key component 
suppliers in the SEZ. 

4 Incentive benefits to enable price 
competitiveness. The attractiveness 
of the SEZ for many industrialists is 
evident and the proposed incentive 

Business Yes Ensure that the proposed SEZ 
incentive package meets the 
industry requirements and will 
encourage investment.   The 
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package is attractive for potential 
investors.   Without these, the 
investors will either not invest or 
locate in another location. 

incentives will support localisation 
and job creation. 

5 SEZ designation and funding risks.  
The projected investment in the 
Logistics SEZ is dependent on the 
availability of funds from the dti for 
the establishment of the 
infrastructure.  A delay in the 
licencing of the SEZ and the 
subsequent allocation of the funds 
will discourage investors.  It will also 
hamper the SEZ team's efforts to 
promote the SEZ to investors and 
industrialists and continue 
engagement with Transnet. 

Financial No Ensure that the process of 
establishing the SEZ is not delayed 
and remains on track.  
Accommodate early investors as 
soon as land is available. 

6 Funding:  interest rates, insufficient 
funds and delays in attracting 
financiers will cause delays in 
implementation as well as create 
uncertainty in the market.  The 
allocation of funds from the SEZ Fund 
can also be delayed or not awarded 
at all. 

Financial Yes Address the funding issues with dti 
SEZ Fund to obtain clarity in respect 
of the specific allocation of funds to 
the Musina Logistics SEZ.   The terms 
and conditions of these funds need 
to be confirmed. 

7 Sources of income for the SEZ.  The 
primary source of income for 
industrial parks includes the 
provision of shared services and 
rental of buildings to tenants.  It is 
not clear from the current SEZ Act 
whether the SEZ company can raise 
funding from the government or 
external parties to construct the 
necessary buildings and top 
structures required by tenants.  If 
income is limited to a levy on bulk 
services and infrastructure, the 
economic sustainability of the SEZ 
company will be difficult to justify 

Financial Yes The funding options and sources of 
funding available for the SEZ 
company needs to be clarified 
before the launch of the SEZ 
programme.  In the event that a 
government owned SEZ company is 
restricted from raising third party 
finance and investment, the only 
route is for the SEZ to be established 
as a PPP.  It is then essential that the 
SEZ Company identify suitable 
partners and establish a PPP. 

8 The implementation of the SEZ 
process can be delayed for an 
extensive period while the demand 
for facilities increases.  The risk is 
that the potential investors will then 
seek other areas to locate and the 
opportunity(ies) for Musina Logistics 
SEZ may be lost 

Operational No Ensure that the process of 
establishing the SEZ is not delayed 
and remains on track.  
Accommodate early investors as 
soon as land is available. 
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9 Limited uptake of investment 
opportunities by Logistics companies 
due to changes in market and or 
technology issues outside the control 
of LEDA or the SEZ project 
management  team. 

Operational No Ensure that the SEZ licence is not 
too restrictive in terms of the 
occupants and tenants that can be 
accommodated therein. Attract 
investors from related industries, eg 
mining. 

10 Implementation risks include a 
number of risks associated with the 
implementation of a project of this 
nature.  These include the capability 
and capacity of the SEZ management 
team to manage the project 
according to set timelines, engage 
with the market to attract investors, 
engage with financiers. 

Operational No The activities of the Musina SEZ 
PMU need to be adequately funded 
to ensure that the team can carry 
out all of its responsibilities.  
Implementation plans also need to 
keep in mind the requirements of 
the SEZ Act in terms of the SEZ 
Board and other structures required 
by the dti. 

11 Competition from other SEZ in the 
region, especially across the border. 

Regulatory Yes Ensure that the SEZ designations 
does not allow for same industries 
to establish in two locations.  This 
will negate the possibility to cluster 
supporting industries together. 

12 Training and capacity building.  The 
transport industry at large is 
experiencing challenges with skilled 
operators and logistic staff. 

Market No The training and development of 
operators and logistic industry 
students can be addressed by the 
universities in the Province.  It 
seems that adequate training 
courses are available and the 
challenge is rather to attract the 
right people.  The PMU can consider 
implementing an industry career 
awareness programme together 
with the logistic operators 
interested in the Musina SEZ. 

Table 41: Musina SEZ risk matrix 

15.6 Implementation Risks 

The assessment of the physical infrastructure, land suitability and environment did not reveal and major 

risk considerations that would impact negatively on the project. 

Skills Shortage needs to be addressed. Low education and skill levels are a concern to potential investors. 

However, a focussed fast tracked and world standard artisanal development programme can make a quick 

difference, if begun prior to SEZ final implementation.  

15.7 Summary 

The risk analysis indicated that the risks associated with land and environment, politics and regulations are 

considered manageable. The technological risks are also relatively low.  
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Of greater concern to the sustainability of the proposed Musina SEZ is the following: 

 The delay of ESKOM’s national grid expansion is a high risk for the SEZ, especially if Industrial 

investors are ready but cannot start production. ESKOM is currently experiencing a funding crisis and 

if these are not resolved the grid expansion might be curtailed. Industry respondents believe that the 

long term solution for electricity supply in South Africa lies with more localised power generation 

plants being erected in close proximity to the target user markets. 

The market risk assessment is therefore the key risk that has to be addressed in order to support the 

establishment of the Musina SEZ. It will require coordination of initiatives by the Dti to ensure that the 

package of incentives offered by the Musina SEZ attracts investors. This will become a significant task of 

the SEZ Company.  In this regard, engagement with the key players in government and industry will be 

required. 
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16. Way Forward (Development Timelines) 

The way forward in order to designate the SEZ and to start with the implementation of the 

recommendations of this report can be listed as follows: 

 Dti and the Province to give comments and inputs on the draft report; 

 Presentation of the report to the SEZ Steering Committee and the Dti; 

 Acceptance of the report; 

 Clarification on the role and function of the SEZ PMU in LEDA as well as MM PDNA’s role going 

forward; and 

 Finalisation of the SEZ Designation application in conjunction with the SEZ PMU. 

The Limpopo Provincial Government will have to take a few key issues into consideration when finalising 

the application for SEZ designation. These include: 

 The appointment of a Project Management Unit (PMU) and the roles and responsibilities of that unit; 

 Key issues that may impact on the economic viability of the Musina SEZ as highlighted in the 

feasibility study; 

 The type of designation that will be applied for; and 

 The SEZ entity that will prepare the application. 

16.1 Economic Viability 

The economic viability of the Musina SEZ depends to a large extent on: 

 The growth of the logistics sector in South Africa and the role that transport will play in the future of 

North South Corridor; and 

 The incentive package offered by the dti for businesses establishing in the SEZ. 

It is imperative that the Limpopo Province’s PMU engage on an on-going basis with the key role players in 

in the logistics industry and the related primary industries, ie the automotive industry and agriculture, Key 

role players include the industry associations, such as NAAMSA, NAACAM and South African Association of 

Freight Forwarders (SAAFF) as well as government departments within DoT and dti and TRANSNET. 

16.2 SEZ Designation 

The PMU and its custodian, the Limpopo Provincial Government, need to agree on the type of SEZ 

designation that will be applied for.  This requires consideration of the following types, as specified in the 

SEZ Act: 
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 Criteria and conditions for designation of free port  

 The development objective of a free port is integrated development.  

 The entire area of the free port falls outside the domestic customs territory.  

 Businesses located in a free port are eligible to participate in national trade agreements and 

arrangements. 

 Manufacturing activities and internationally tradable services in sectors identified in national 

economic policies and strategies such as the National Industrial Policy Framework, the New 

Growth Path and the Industrial Policy Action Plan are eligible activities in a free port.  

 A free port shall target domestic and export markets. 

 Sales to domestic markets are completely liberalised and will be treated as imports into the 

domestic market that are liable for import duties and VAT.  

 Purchases from domestic markets will be treated as exports from the domestic market and 

businesses located within a customs controlled area may be eligible for indirect exporter 

incentives. 

 A free port must be located at a port of entry and the typical size of a free port shall be up to 

100km2.  

It is unlikely that the Musina SEZ will be considered as a Free Port. 

 Criteria and conditions for designation of free trade zone  

 The development objectives of a free trade zone are sector development and export 

manufacturing. 

 The entire area of the free trade zone falls outside the domestic customs territory.  

 Businesses located in a free trade zone are eligible to participate in national trade agreements 

and arrangements.  

 Manufacturing activities and internationally tradable services in sectors identified in national 

economic policies and strategies such as the National Industrial Policy Framework, the New 

Growth Path and the Industrial Policy Action Plan are eligible activities in a free trade zone.  

 A free trade zone shall target export markets.  

 Sales to domestic markets are completely liberalised and will be treated as imports into the 

domestic market that are liable for import duties and VAT. 

 Purchases from domestic markets will be treated as exports from the domestic market and 

businesses located within a customs controlled area may be eligible for indirect exporter 

incentives.  

 A free trade zone may be located anywhere in the Republic of South Africa and the area of a free 

trade zone must be up to 50 hectares. 
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It is unlikely that the Musina SEZ will be considered as a Free Trade Zone. 

 Criteria and conditions for designation of industrial development zone  

 The development objective of an industrial development zone is export manufacturing.  

 An industrial development zone must be divided into a general zone area and a customs 

controlled area. The customs controlled area of the industrial development zone falls outside the 

domestic customs territory.  

 Businesses located in an industrial development zone are eligible to participate in national trade 

agreements and arrangements.  

 Manufacturing activities and internationally tradable services in sectors identified in national 

economic policies and strategies such as the National Industrial Policy Framework, the New 

Growth Path and the Industrial Policy Action Plan are eligible activities in an industrial 

development zone.  

 An industrial development zone shall target export markets.  

 Sales to domestic markets are completely liberalised and will be treated as imports into the 

domestic market that are liable for import duties and VAT.  

 Purchases from domestic markets will be treated as exports from the domestic market and 

businesses located within a customs controlled area may be eligible for indirect exporter 

incentives.  

 An industrial development zone may be located anywhere in the Republic of South Africa and the 

area of an industrial development zone must be between 100 to 500 hectares. 

 Criteria and conditions for designation of sector development zone  

 The development objectives of a sector development zone are sector development and export 

manufacturing.  

 A sector development zone may include a customs controlled area which falls outside the 

domestic customs territory.  

 Businesses located in a sector development zone are eligible to participate in national trade 

agreements and arrangements.  

 Manufacturing activities and internationally tradable services in sectors identified in national 

economic policies and strategies such as the National Industrial Policy Framework, the New 

Growth Path and the Industrial Policy Action Plan are eligible activities in a sector development 

zone.  

 Sales to domestic markets are completely liberalised and will be treated as imports into the 

domestic market that are liable for import duties and VAT.  
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 Purchases from domestic markets will be treated as exports from the domestic market and 

businesses located within a customs controlled area may be eligible for indirect exporter 

incentives  

 A sector development zone may be located anywhere in the Republic of South Africa and the area 

of a sector development zone must be between 50 to 500 hectares. 

Based on the above descriptions, it appears that the most appropriate designation for the Musina SEZ is a 

Sector Development Zone. 

16.3 SEZ Entity and Operator 

The Special Economic Zone Advisory Board requires an application for designation of an area by the 

proposed SEZ Entity, which can be a national, provincial or local government entity or a private public 

partnership registered as a private company.  Upon approval of the SEZ designation, the Northern Cape 

Provincial Government needs to appoint an SEZ Entity.  This can be government owned or a Public Private 

Partnership company.   Although it is not clear how the SEZ will fund the top structures in the SEZ, it seems 

that the PPP is the most suitable candidate and that it can raise funding from other sources to establish the 

top structures. 

The SEZ Entity will also be responsible for the development of the SEZ Strategy and will oversee the SEZ 

operations.  In an open process, the SEZ Entity will call for and appoint a suitable SEZ Operator.  The SEZ 

Operator will be responsible for the development of the SEZ Operational plan and implementation of the 

SEZ activities. 

16.4 SEZ Operator Activities 

The SEZ Operator will engage with the local municipality to secure the land for the SEZ and obtain the 

necessary Council approvals for such land use.  Land use rights will also be confirmed. 

The SEZ Operator will develop the operational plan that includes a variety of plans such as the Marketing 

Plan, Health and Safety Plan, Logistics Plan, Central Services Plan, Environmental Management Plan, Energy 

Plan, Financial Plan and budgets, etc.   The SEZ Operator will also complete the EIA as per the 

Environmental Protection Act and engage with the various parties to secure the Record of Decision.  This 

includes the process of Public Participation. 

The SEZ Operator will then commence with various management tasks such as: 

 Appointment of service providers to provide services to the SEZ; 

 Detail engineering designs for bulk infrastructure; 
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 Engagement with the potential tenants to obtain their requirements; 

 Detail designs of buildings and facilities for the tenants; 

 Preparation and issue of tenders to the construction work; 

 Securing funding for the buildings. 

16.5 Summary 

The SEZ procedures, entities and operational guidelines are outlined in the SEZ Act 2 and contain clear 

instructions on the type of entities involved in the SEZ and the roles and responsibilities of the parties. 

Besides the execution of these tasks, the SEZ PMU needs to engage with the relevant government 

departments, industry players and industry associations to promote the Musina SEZ. 
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17. Summary 

From the results of the Technical Feasibility Study it was concluded that a SEZ in Musina is feasible, subject 

to the finalisation and the promulgation of the SEZ Regulations, the allocation of sufficient funding by 

National Government for bulk infrastructure, the confirmation of availability of the land parcels identified 

and applicable incentivisation of the sector. Private sector attraction and investment strategies will 

determine the size and form of investment that could be attracted to the SEZ. The study has proven that 

significant value chains exist around the Logistics Sector. 

Investors have indicated an interest in investing in both the upstream and downstream opportunities. 

These opportunities will have to be explored in the Investment Attraction Strategy to follow. As a baseline 

for unlocking the potential of an SEZ in Musina government and private sector would need to work 

together to ensure: 

 Skills development; 

 Effective and industry specific incentive packages; 

 Efficient and effective administration and partnering with global actors; 

 Provision of appropriate infrastructure; 

 Optimum financing arrangements; 

 Interest from portfolio of capital providers; 

 Access to IP in some cases; 

 Access to structured market opportunity in some cases; and 

 Timing – first mover advantage. 

If a basic foundation of hard and soft infrastructure and an effective support system can be established 

upon which the key drivers or catalytic projects can build, the Musina SEZ can become a reality. 
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18. Contact details 
 

James Nelson 

Mott MacDonald PDNA (trading as Econogistics) 

25 Scott Street, Waverly, 2000 

PO Box 7707, Johannesburg, 2002 

Telephone: +27 11 566 8300 

Facsimile: +27 86 600 7699 

Mobile:  +27 76 580 1500 

E-mail:  james.nelson@mottmac.com 

Website: www.mottmac.com 

 

JC Greyling 

Mott MacDonald PDNA (trading as Econogistics) 

25 Scott Street, Waverly, 2000 

PO Box 7707, Johannesburg, 2002 

Telephone: +27 11 566 8300 

Facsimile: +27 86 600 7699 

Mobile:  +27 83 271 2358 

E-mail:  jc.greyling@mottmac.com 

Website: www.mottmac.com 
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