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1 Executive Summary  

 

1.1 Background  

Saldanha Bay has long been acknowledged as an important resource for the sustainable growth and 

development of the West Coast region, with the development of the deep-water port and the 

neighbouring industrial areas, taking place since the 1970õs. The national government aimed to build 

on this importance, and during the mid-nineties this culminated in the West Coast being designated 

as one of five Spatial Development Initiatives (SDIõs) in South Africa. From 1997, over a period of 

three years, structures were established, projects were developed, and international investors were 

approached culminating in an investment conference in 1999 where some 200 projects were 

presented to a high level conference of international investors and government officials. 

 

Between 1999 and 2008, Wesgro, the official Investment and Trade Promotion Agency of the 

Western Cape, established under provincial law, as well as the local and provincial government have 

been approached by a number of proponents of large-scale projects. These included the possibility 

of certain mega-projects such as aluminium smelters, titanium processing plants, large scale chemical 

plants and steel processing. Unfortunately, obstacles of limited service infrastructure provision, a 

misalignment within existing port planning mechanisms, the potential to be competitive on a global 

platform, whilst ensuring sustainable job creation and the minimisation of further environmental 

degradation of an area, which has a Ramsar site located adjacent to it, contributed to the inability for 

initiatives to commence. Limited government cooperation between local and provincial government 

due to limited coordination and planning added to the constraints inhibiting the development of 

these opportunities. 

 

Increasingly attention turned to the possibility of establishing an Industrial Development Zone (IDZ) 

in Saldanha Bay as a mechanism that, firstly, coordinated planning for and implementation of mega 

infrastructure investments, and secondly, serve to attract or crowd in complementary investments 

boosting manufacturing industrial development in the region. 

 

During 2007, the Department of Trade and Industry (the dti) initiated a process to re-examine the 

approach, incentives and study the potential of new Industrial Development Zones (IDZ). It was 

clear that the current IDZ framework did not have the level of incentives necessary to spur regional 

development and that considerable funding had gone into funding IDZõs which still have to yield the 

desired level of economic development that speak to national economic policies based on sound 

spatial considerations. 
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With the possibility of a revised framework for IDZõs on the table, the Western Cape Department 

of Economic Development and Tourism (DEDT), through Wesgro, embarked on a Pre-Feasibility 

Study  to identify and assess the opportunities available in the industrial and business market and 

ascertain whether there are any binding constraints to establishing an IDZ programme at Saldanha 

Bay. Demacon Consulting was appointed in 2008 as the lead consultants and the key elements 

assessed in the study were the following:  

¶ An IDZ profiling and development zone location assessment 

¶ The Saldanha Bay Municipality economic profile 

¶ A local market profile 

¶ An industrial market analysis 

¶ A physical environment assessment 

¶ A best practice analysis focussed on relevant case studies 

¶ A pre-feasibility assessment on the establishment of an IDZ at Saldanha Bay 

 

A draft of the study was completed in September 2009, with a final workshop held on the 27 

October 2009 involving key government officials and relevant stakeholders approving all aspects of 

the report, and agreeing on the way forward. The study recommended the potential of 3 industrial 

clusters, namely:  

¶ A Renewable Energy Production and Manufacturing Cluster, 

¶ An Oil Supply Base/Hub servicing the Oil and Gas Cluster and a Maritime Ship Building and 

Repair Cluster, and 

¶ A Steel and Minerals Production and Manufacturing Cluster 

 

Key issues highlighted for consideration include the need for an overall Environmental Management 

Framework (EMF) to determine the critical limits to development in the bio-physical environment,; 

the requirements of additional bulk-water; and the need to upgrade power distribution lines. Normal 

industrial development costs were applied to determine the overall costs of the project. The study 

identified some 3000ha of potential land that could form the IDZ, and provided that it would be 

prudent to develop the IDZ in phases. Overall the study recommended that the government move 

into the next phase of a detailed Feasibility Study, culminating, if feasible, in a joint submission by the 

Provincial Government of the Western Cape (PGWC) and the Saldanha Bay Municipality to apply to 

the dti for designation of an IDZ. 

 

Towards this end, the dti, through their The Enterprise Organisation (TEO) IDZ Special Projects 

unit, partnered with the provincial DEDT, the Department of Environmental Affairs and 

Development Planning (DEADP), and the Saldanha Bay Municipality to investigate the feasibility of 
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establishing an IDZ at Saldanha Bay and in so doing determine the opportunities available, the binding 

constraints of development, and the ability of the region and its stakeholders to overcome these 

constraints.  

 

Wesgro was once again utilized to deliver the Feasibility Study. The process commenced with the 

appointment of Element Consulting Engineers as the Project Managers in June 2010, and thereafter 

the appointment of various professional service providers to undertake the research and analysis 

required. 

 

1.2 Purpose of the Stud y 

The purpose of the detailed Feasibility Study is to investigate the viability of establishing an IDZ 

programme in Saldanha Bay so as to inform the final decision-making by the Saldanha Bay 

Municipality and the Western Cape Provincial Government on whether to apply for designation of 

an IDZ programme by the Department of Trade and Industry (DTI) at Saldanha Bay. As such, the 

socio-economic benefits, costs, risks and impacts of such an endeavour to society, the governmental 

stakeholders and the potential private sector participants must be determined. The Feasibility Study 

would present the holistic reasoning of an IDZ at Saldanha Bay to assist the public sector in deciding 

whether to support such an initiative. 

 

1.3 Methodology  

As the Study is a holistic document, many factors must be defined and tested against each other to 

evaluate the opportunities available, such as the environmental factors present in the area, the spatial 

and land-use vision of the area, the potential of an IDZ to compete on a global market, the potential 

of the IDZ to improve the area's value proposition with the natural and man-made resources it 

possesses, and importantly, the potential of the an IDZ to stimulate job creation and economic 

growth.  

 

In addition, many of these factors are dynamic and iterative in nature, for example, a first iteration of 

the potential in-migration trend, due to the development, is required from the economic impact 

assessment model to finalise the full costing and analysis of social infrastructure requirements, which 

is part of the technical infrastructure assessment process (social infrastructure is but a part of the 

overall infrastructure analysis). 

 

Thereafter, the findings were collated and dissected into three development scenarios, as per 

National Treasury guidelines on feasibility studies, to illustrate the nature of the IDZ over the long-
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term and considering variations in some key assumptions. These have to be made due to the long-

term nature of the project and reflect changes in inflation and the exchange rate for example. These 

development scenarios are called òBlueprintsó and illustrate what industries and projects the IDZ 

could consist of and when these will be (theoretically) operational based upon a Pessimistic (Low) 

Scenario, a Base (Medium) Scenario and an Optimistic (High) Scenario. 

 

An Optimistic Scenario depicts high growth in the various market sectors, optimised statutory and 

bureaucratic processes, and the most timeous undertaking of solutions to various key challenges and 

constraints. A Base Scenario depicts an òall things remaining the sameó principle where current 

trends in market potential, competition, the availability of key resources and infrastructure and 

meeting statutory and bureaucratic processes remain the same. A Pessimistic Scenario depicts a 

downturn of the market potential and the least timeous undertaking of solutions to addressing key 

challenges, such as infrastructure provision, skills, environmental management, and the statutory and 

bureaucratic processes between the various key stakeholders. 

 

1.3.1 Governance  

The diagram below depicts the structure constituted to govern the Feasibility Study between the 

various direct and indirect stakeholders.  

 

Figure 1.1: Feasibility Study Governance Structure  
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The Saldanha Bay IDZ Steering Committee directs the activities of the Feasibility Study through a 

governance structure consisting of the Operations Committee, the Government and Advisory Panel 

and the Advisory Forum of Saldanha Bay. The Steering Committee met quarterly to determine 

policy and direction, and to re-adjust the vision of the Saldanha Bay IDZ project as and when 

determined by changing priorities, as reported by the Operations Committee. The members of the 

committee were drawn from the dti, Wesgro, DEDT, DEA&DP, Provincial Treasury and the 

Saldanha Bay Municipality, and essentially represent the foreseeable direct stakeholders should the 

IDZ programme occur. 

 

The Operations Committee  consisted of representatives of the dti, EDD, Wesgro, DEDT, 

Saldanha Bay Municipality, an external strategic advisor on the process and the Project Managers. It 

met fortnightly and was responsible for expenditure, progress and overall scope and direction of the 

Study. 

 

A formal Government and Advisory Panel  (G&AP) structure was created and consisted of 

interested government entities and agencies to give informed advice in specific areas of interest or 

ownership as the information became available from the research and analysis in the Study, that is, 

the G&AP represented a formal inter-governmental tool. Three G&AP seminars were held during 

the course of the Study and allowed for comment to be gathered on the process and results to date, 

and where relevant, resulted in the re-defining of the scope of the Study.  

 

The G&AP also presented an excellent means of identifying additional key officials within 

government entities and agencies whose engagement was paramount for the research and data 

collection and analysis process, but also, post analysis, in understanding and describing the solutions 

to the key challenges identified to compile the best òroadmapó beyond the Feasibility Study. 

 

As the local context of the development is a major component of the potential success of the 

initiative, an Advisory Forum  was constituted by Saldanha Bay Municipality to allow for the 

engagement with local community and business forums and entities on matters of interest and 

concern to them. The municipal representative on the Operations Committee was responsible for 

the engagement with these local stakeholders, to address issues of land availability and coordination 

between this forum and the Operations Committee. As this forum was open and not restrictive in 

composition, the information shared between the Operations Committee and the Advisory Forum 

had to be discerning and not favourable to any potential procurement processes in the future. 

Indeed, the Operations Committee had strict embargo conditions regarding the distribution of 

information prior to formal approval and publication by the Steering Committee. 
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1.3.2 Feasibility Study Process  

Figure 1.2 depicts the processes adopted for the Feasibility Study. 

 

Figure 1.2: Feasibility Study Process  
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There are two distinct phases of the Study and these were separated by a process of analysis 

between the findings of Phase I and the further focussed analysis of Phase II. Phase I essentially 

sought to eliminate the extremely unfeasible types of clusters and projects and identify the most 

feasible projects in terms of market, environmental, technical (i.e. infrastructure and technology) and 

land issues (i.e. ownership and planning), as these were identified as the most important factors 

which would affect the success of any industrial development initiative in Saldanha Bay in the Pre-

Feasibility Study. Phase I included a Project Commercial Feasibility Assessment 1, a Land 

Assessment2, a Strategic Environmental Review3, and a Technical Infrastructure 

Analysis4. 

 

The objective of Phase II was to optimize the alternatives available and present the potential IDZ 

form with all the benefits and costs described, and as such, Phase Two included a Financial 

Analysis5 and an Economic Impact A ssessment6 to develop the financial projections and socio-

economic model. Phase Two also included a Workforce Assessment 7 which aimed to identify the 

labour and skills development requirements of the IDZ based upon the projects identified in Phase 

One.  

 

1.3.2.1 Phase I Studies 

Firstly, the commercial opportunities and potential available to Saldanha Bay were analysed through a 

detailed study, the Project Commercial Feasibility Assessment, whose scope was to verify the 

feasibility of the clusters identified in the Pre-Feasibility Study, give a detailed profile of the potential 

projects which could be located within an IDZ programme and build on the resources and 

infrastructure available to Saldanha Bay.  Secondly, a Land Assessment was performed with the 

objective to determine availability, ownership and current zoning of land in the proposed 

predetermined IDZ area. 

  

Thirdly, the infrastructure requirements for an IDZ development were determined through a 

Technical Infrastructure Analysis, based on the output from the commercial assessment from which 

demand could be derived. This was evaluated against existing supply and capacity in order to 

determine the future infrastructure required in Saldanha Bay to support the IDZ. Finally, a Strategic 

Environmental Review was performed to identify the major environmental concerns and issues and 

                                                
1 Frost & Sullivan, 2011. 
2 Urban Dynamics Western Cape, 2011. 
3 Morris Environmental & Groundwater Alliances, 2011. 
4 BKS, 2011 Volume 1 & BKS, 2011, Volume 2. 
5 Grant Thornton, 2011. 
6 Urban-Econ Development Economists Western Cape, 2011. 
7 University of the Western Cape: School of Business & Finance, 2011. 
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to define the element that would require detail study and consideration during the EIA process, if a 

decision is taken that the IDZ will go ahead. A detailed Saldanha Bay IDZ Feasibility Study: Air 

Emission Modelling and Analysis was an input into  

 

1.3.2.2 Phase II Studies 

The Phase II studies firstly consisted of development of a financial model based on the outputs from 

the Phase I studies from which CAPEX, OPEX and projected income, both foreign and local, were 

modelled over a period of 25 years. The output from this Financial Analysis formed the input to the 

Economic Impact Assessment from which the potential contribution of the IDZ development to 

GDP, GGP and jobs creation could be derived. This in turn was used to assess the potential socio-

economic impact of the IDZ development on the greater Saldanha region in the context of the 

provincial and national frameworks. 

 

1.4 The IDZ Development Scenarios  

Three scenarios were developed for the Saldanha Bay IDZ development, namely: an optimistic 

scenario, a base scenario and a pessimistic scenario. 

 

1.4.1 Optimistic Development Scenario  

The following optimistic development scenario was adopted: 

¶ The development of an Offshore Supply Base and Marine Repair industry  over the 25 

year period. Marine Repair would start at a minimum size which would attract the West African 

Oil and Gas rigs and vessels8, and thereafter develop in accordance with market potential. The 

indicative growth rate of this industry is 5.3%. A Floating Dock or a Syncro Lift system would be 

included in this initial model, but with a Graving Dry Dock  to become operational in Year 25 

only. 

¶ The development of a Renewable Energy industry  over the 25 year period. This industry is 

initially based upon the development of a Solar Water Heater manufacturing facility which has a 

production output of 2000 units per month, manufacturing only the flat plate collectors and 

geyser tanks required in the Solar Water Heater. The indicative growth rate of this industry is 

5.9%. 

¶ The establishment of a Blade manufacturing facility  for Wind Turbines in Year 4, and for 

this facility to expand every 4 years until Year 20. The production capacity of each facility is 100 

sets of wind turbine blades per annum for 2MW wind turbines. 

                                                
8A case study in New Zealand indicates that a small Offshore Supply Base operated on this principle is viable. 
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¶ The establishment of a Titanium and Zircon Compl ex for mineral beneficiation in Year 6, 

and for this facility to expand in Year 12 and then again in Year 18. The production capacity of 

each complex is 15,000 tons per annum of primary beneficiated Titanium metal; 2,000 tons per 

annum of Zirconium metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high 

grade Silicon. 

¶ The establishment of a Hot  Briquetting Iron (HBI) Plant  in Year 10 and thereafter having 

no further expansion. The production capacity of the plant is 50,000 tons per annum utilizing the 

Finesmelt process. 

¶ The establishment of an IDZ Customs Controlled Area /s (CCA s) to anticipate the 

importation and exportation of goods to and from the IDZ. 

¶ The establishment and growth of an IDZ Light Industrial Area /s, whose purpose will be to 

house complementary downstream business enterprises, as per the Industries and Services 

Areas definition. 

 

Figure 1.3: Optimistic Saldanha Bay IDZ Development Scenario  

 

 

1.4.2 Base Development Scenario  

The following base development scenario was adopted: 

¶ The development of an Offshore Supply Base  and Marine Repair ind ustry  over the 25 

year period, though at a reduced rate than the Optimistic Development Scenario. The indicative 

growth rate of this industry is 4.3%. 

¶ The development of a Renewable Energy industry  over the 25 year period, though at a 

reduced rate than the Optimistic Development Scenario. This industry is initially based upon the 

development of a Solar Water Heater manufacturing facility which has a production output of 

2000 units per month, manufacturing only the flat plate collectors and geyser tanks required in 

the Solar Water Heater. The indicative growth rate of this industry is 4.9%. 

¶ The establishment of a Blade manufacturing facility  for Wind Turbines in Year 7, and for 

this facility to expand in Year 14 and then again in Year 21. The production capacity of each 

facility is 100 sets of wind turbine blades per annum for 2MW wind turbines. 
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¶ The establishment of a Titanium and Zircon Complex  for mineral beneficiation in Year 10, 

and for this facility to expand in Year 20. The production capacity of each complex is 15,000 

tons per annum of primary beneficiated Titanium metal; 2,000 tons per annum of Zirconium 

metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high grade Silicon. 

¶ The establishment of a Hot Briquetting Iron (HBI) Plant  in Year 20 and thereafter having 

no further expansion. The production capacity of the plant is 50,000 tons per annum utilizing the 

Finesmelt process. 

¶ The establishment of an IDZ Customs Controlled Area (CCA)  to anticipate the 

importation and exportation of goods to and from the IDZ. 

¶ The establishment and growth of an IDZ Light Industrial Area , whose purpose will be to 

house complementary downstream business enterprises, as per the Industries and Services 

Areas definition. 

 

Figure 1.4: Base Saldanha Bay IDZ Development Scenario  

 

 

1.4.3 Pessimistic Development Scenario  

The following pessimistic development scenario was adopted: 

¶ The development of an Offshore Supply  Base and Marine Repair industry  over the 25 

year period, though at a reduced rate than the Base Development Scenario. The indicative 

growth rate of this industry is 3.3%. 

¶ The development of a Renewable Energy industry  over the 25 year period, though at a 

reduced rate than the Base Development Scenario. This industry is initially based upon the 

development of a Solar Water Heater manufacturing facility which has a production output of 

2000 units per month, manufacturing only the flat plate collectors and geyser tanks required in 

the Solar Water Heater. The indicative growth rate of this industry is 3.9%. 

¶ The establishment of a Blade manufacturing facility  for Wind Turbines in Year 10, and for 

this facility to expand in Year 20. The production capacity of each facility is 100 sets of wind 

turbine blades per annum for 2MW wind turbines. 

¶ The establishment of a Titanium and Zircon Complex  for mineral beneficiation in Year 12, 

and thereafter having no further expansion. The production capacity of each complex is 15,000 
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tons per annum of primary beneficiated Titanium metal; 2,000 tons per annum of Zirconium 

metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high grade Silicon. 

¶ The establishment of an IDZ Customs Controlled Area (CCA)  to anticipate the 

importation and exportation of goods to and from the IDZ. 

¶ The establishment and growth of an IDZ Light Industrial Area , whose purpose will be to 

house complementary downstream business enterprises, as per the Industries and Services 

Areas definition. 

 

Figure 1.5: Pessimistic Saldanha Bay IDZ Development Scenario  

 

Note: Year 1 = 2012 
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1.5 Key Findings  

1.5.1 Economic Effects  

1.5.1.1 Gross Domestic Product 

Table 1.1: GDP, average per annum, per scenario (R'm illion ) 

 
Capex   Opex    Combined  

Low  Base High    Low  Base High    Low  Base High  

Direct 1 170 2 235 3 165 
 

4 990 7 585 14 200 
 

6 160 9 820 17 365 

Indirect 1 010 1 925 3 040 
 

1 670 2 585 4 960 
 

2 680 4 510 8 000 

Induced 520 990 1 490 
 

1 800 2 630 4 715 
 

2 320 3 620 6 205 

Total  2 700 5 150 7 695 
 

8 460 12 800 23 875 
 

11 160 17 950 31 570 

 

1.5.1.2 Gross Geographic Product 

Table 1.2: GGP, average per annum , per scenario  (R'm illion ) 

 
Capex 

 
Opex  

 
Combined  

 
Low  Base High  

 
Low  Base High  

 
Low  Base High  

Direct 260 505 715 
 

2 510 3 730 6 810 
 

2 770 4 235 7 525 

Indirect 395 750 1 165 
 

665 1 030 1 985 
 

1 060 1 780 3 150 

Induced 205 400 600 
 

725 1 060 1 905 
 

930 1 460 2 505 

Total  860 1 655 2 480 
 

3 900 5 820 10 700 
 

4 760 7 475 13 180 

 

1.5.1.3 Employment Created9 

Employment from Construction 

Table 1.3: Jobs due to Construction, average per annum, per scenario  (#)  

  Capex 

 
Low  Base High  

Direct 1 030 1 970 2 790 

Indirect  885 1 680 2 565 

Induced  810 1 545 2 325 

Total  2 725 5 195 7 680 

 

  

                                                
9 A job is defined in the above is one person working for one year. 
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Employment during Operations 

Table 1.4: Jobs due to Operations , average per annum, per scenario  (#)  

  Opex  

 
Low  Base High  

Direct 2 730 3 655 5 700 

Indirect 1 870 2 880 5 540 

Induced 2 670 3 900 6 990 

Total  7 270 10 435 18 230 

 

Table 1.5: Jobs due to Operations, over 25 years, per scenario (#)  

  Opex  

 
Low  Base High  

 Direct  4 240 6 670 8 930 

 Total (incl. indirect & induced) 11 975 20 090 29 020 

Total increase in jobs relative to 

current Saldanha Bay 

employment 

16% 25% 34% 

 

Total average Employment created 

Table 1.6: Total jobs created, average per annum, per scenario  (#)  

  Combined  

 
Low  Base High  

Direct 3 760 5 625 8 490 

Indirect 2 755 4 565 8 105 

Induced 3 485 5 450 9 315 

Total  10 000 15 640 25 910 

 

1.5.1.4 Leveraged funds 

Table 1.7: Distribution of funding, per scenario  (Rõmillion ) 

  Low  Base High  

Government Funding (CAPEX) 5 116 8 046 14 006 

Private Sector Funding (CAPEX) 17 247 29 293 46 347 

Government / Private Sector   1/4  1/4  1/4 

 

In each scenario, for each one rand invested by Government in capital expenditure, the private 

sector will invest four rand. 
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1.5.1.5 Taxation 

Table 1.8: Recovery of government spend due to  taxation, per scenario (R õmillion ) 

  Low  Base High  

Government Funding (CAPEX) 5 116 8 046 14 006 

Taxation recovered 1 700 2 600 4 000 

% Recovery due to Taxation  33% 32% 29% 

 

1.5.1.6 Foreign Direct Investment 

Table 1.9: FDI, per scenario (Rõmillion ) 

  Low  Base High  

Private Sector Funding (CAPEX) 17 247 29 293 46 347 

Foreign Funding 9 300 18 500 27 700 

% Foreign of Private Sector  54% 63% 60% 

 

1.5.1.7 Balance of Payments 

Table 1.10: Balance of Payments, per scenario (Rõmillion) 

  Low  Base High  

Imported Capital Goods 9 360 18 560 27 770 

% of Total 54% 56% 57% 

Foreign Turnover 176 170 274 740 519 330 

% of Total 78% 83% 89% 

Imported Costs 6 150 9 620 18 270 

% of Total 5% 5% 5% 

External Dividends 690 1 130 1 750 

% of Total 48% 51% 52% 
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1.5.2 Workforce Supply & Demand Effects 

There is no local educational facility for the professional skills required in the IDZ. A critical 

requirement is for maintenance personnel in chemical, mechanical, electrical and control engineering. 

Presently there are no training facilities for these skills in the Saldanha area. Skills training for artisans 

are available through the West Coast College and some recognised training providers, but it appears 

the college provides a limited number and low quality (in terms of NQF Level) of potential 

workforce for the IDZ and industrial development in general. The causes of this poor output by the 

college hint to fundamental structural, environmental and socio-economic issues. The compliment of 

private training providers do assist with creating a skilled workforce for industry, but as funding is 

noncommittal and fluctuating; the role they could play in skill development remains worrisome. 

 

The construction numbers oscillate in all three scenarios, which means that there is no continuity of 

employment and workers will be hired and then discharged as projects start and end. In the 

operational phase there is an initial requirement of the various types of worker and then a gradual 

build up as the projects come on stream. Whichever scenario occurs, it appears clear that the 

college and private training providers cannot provide the full numbers of the various skills required 

in the initial phases of the development. It will therefore be necessary for IDZ enterprises industries 

to in-contract people for the first few years. But over time, as the facilities and skills are developed 

in the area, the employment of local inhabitants will increase. 

 

A large number of Semi-skilled personnel are required for both the construction and the operational 

activities, but there appears to be little formal training for semi-skilled workers. Enterprises in the 

IDZ must recognise the need for and plan to conduct in-company training to address the shortage of 

supply. 

 

The research revealed that there are a number of people in Saldanha Bay who have prior learning 

skills and experience, but who are not certified or have not completed their training. This represents 

a major opportunity to utilize local labour in the IDZ. 

 

There will be competition from other developments forecasted in the area and will put an even 

greater strain on the capacity of existing institutions and facilities to negate the potential negative 

social impacts of in-contracting. 
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1.5.3 Environmental Effects  

The proposed location of Marine Repair operations and an OSB in Small Bay is of concern as is the 

potential for increased shipping traffic (with attendant impacts and risks) associated with the IDZ. 

The current industrial activities of IOHF (Iron Ore Handling Facility), Namakwa Sands and Saldanha 

Steel represent the three most significant air pollution sources affecting the proposed IDZ and other 

affected parties near these industries. 

 

The incremental air pollution impact resulting from the industries proposed for the Low and 

Medium Scenarios resulted in a relatively small increase in air pollution, given that BAT (Best 

Available Technology) was assumed.  In isolation, these industries were predicted to have met the 

NAAQS requirements.  However, with the High Scenario, with three Titanium and Zircon 

Complexes of 15 000 tonnes per annum production each, in close proximity to each other, the 

predicted PM10 air concentrations were shown to exceed the NAAQS limit.  In this case additional 

reduction in particulate emissions from the proposed industries may be required.  It is estimated 

that approximately 5% reduction may be required.   

 

The proposed IDZ development must be assessed cumulatively, i.e. including all other significant air 

pollution sources.  In combination with the existing industries, exceedances of the PM10 limit value 

were predicted to increase spatially, but mainly in those areas already out of compliance. 

 

Recycling activities in the Saldanha Bay area are focused on general waste.  Existing services do not 

cater for the recycling of industrial waste.  Specific waste management infrastructure will be required 

to for the IDZ due to the limited provision of existing services and the volumes of waste potentially 

generated by the IDZ. 

 

Planning by the District includes the construction of three desalination plants to supplement water 

supply to the region, and so making water provision more costly as per normal as desalination is 

energy-intensive. The total supply is sufficient for the Pessimistic and Base Scenarios; however the 

Optimistic Scenario will require additional supplementation of the bulk water supply system, and in 

all likelihood require an additional desalination plant to meet this demand. 
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1.5.4 Land and Infrastructure Demands  

The area of land required for the development of the IDZ is estimated to cover a maximum of some 

650 ha: in the pessimistic development scenario an area of approximately 260 ha will be required, 

430 ha in the base scenario and 650 ha in the optimistic scenario. 

 

Although good existing bulk infrastructure is available in the greater Saldanha region, spare capacity 

on infrastructure is limited. Expansion of infrastructure will be required to accommodate the IDZ, 

particularly in the optimistic development scenario.  

Water demand from the IDZ will vary from some 5,000 kl/d in the pessimistic scenario, to some 

13,000 kl/d in the optimistic scenario. Electricity demand from the IDZ will vary from some 240,000 

kVA in the pessimistic scenario to some 770,000 kVA in the optimistic scenario. The development of 

the IDZ will also introduce a direct demand for an upgrading of the municipal wastewater treatment 

and solid waste management facilities. 

 

1.6 SWOT Results  

A SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats) was undertaken on the 

overall findings and conclusions across each study to present a holistic view of the development 

being investigated. 

 

Figure 1.6: SWOT Analysis Framework  
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Table 1.11: SWOT Results, across the scenarios  

 
Helpful  

to achieving the objective 

Harmful  

to achieving the objective 
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Å Able to access a greenfield development 

around a deep-water port. 

Å The industries are in line with relevant 

provincial and local policy. 

Å Sufficient land mass. 

Å Close access to feedstocks. 

Å Good existing transport infrastructure. 

Å Some projects/industries are imminent and 

have momentum. 

Å Can leverage private sector funding vs. 

government spend. 

Å Will support linkages to Cape Town and 

satellite towns along that economic corridor. 

Å Each scenario does create jobs. 

Å Each scenario does have a multiplier effect on 

the various sectors of the economy. 

Å Able to attract FDI. 

Å All enterprises identified benefit from being 

located in an IDZ, in particular, being able to 

access the CCA. 

Å High public capital investment required per 

job created. 

Å Small local skills pool available to the 

enterprises ð especially in short-term. 

Å Bulk electricity demand is intensive & greatly 

dependant on cost of supply. 

Å Bulk water demand is intensive. 

Å Ability to compete internationally in the 

various markets. 
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Å New infrastructure and demand management 

systems can provide a regional solution. 

Å Can stimulate regional growth, social 

upliftment, training environment. 

Å Can increase clustering of industry.  

Å Can have more than 1 CCA & ISAs. 

Å Southern portions of land are majority 

parastatal owned. 

Å New incentive offering from DTI. 

Å Renewable energy enterprises support 

National imperative of creating a renewable 

energy market. 

Å Would be able to service the West Coast of 

Africa market. 

Å Bulk electricity supply and the costs thereof. 

Å Sensitivity of the environment 

Å Local skill pool will not be able to service 

the IDZ enterprises. 

Å TNPA master planning of capital expenditure 

and their operating model. 

Å High leakage of economic benefits to FDI 

(esp. Mergers & Acquisitions). 

Å International competiveness, i.t.o., inflation, 

BEE, unionisation and labour laws, energy 

pricing, volatility in the rand, tax regime, 

nationalisation debates, aggressive 

development along Africa. 

Å Outcomes from COP17. 

Å Climate change & environment sensitivity. 
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1.7 Recommendations  

¶ Initiate IDZ in respect of most certain and probable investments within a 3-5 year view. 

 

¶ Link with Transnet National Ports Authorityõs strategic master plan for Saldanha Port. 

 

¶ Prepare the necessary statutory information for the SB IDZ application process, namely: 

o Rationale behind application for IDZ designation & permit 

o Broad economic analysis of the province 

o Statutory documentation of IDZ Operator 

o Physical master plan of the IDZ 

o Infrastructure development plan with time frames incl. construction plan 

o Financial analysis & projections for 5 years incl. Budget for the first 3 yrs 

o Estimated employment opportunities 

o Outline of marketing plan 

o Overall action plan for the IDZ 

 

¶ All processes going forward would require multi-stakeholder engagement, and therefore it 

would be pertinent to retain the governance structures successfully utilized thus far to 

ensure good inter-governmental governance, planning, budgeting & an implementation 

approach, but also to fully engage with the private sector on a formal platform. 

 

 



Saldanha Bay IDZ Feasibility Study 

 

October 2011 25 

2 Context of developmental policy and programmes  

2.1 IDZs as a development tool  

The IDZ programme was gazetted in 1999 as an incentive programme under the Manufacturing 

Development Act (no. 187 of 1993). ). An IDZ is a special type of economic zone1 (SEZ) defined as: 

òA purpose-built industrial estate linked to an airport or sea port that leverages both domestic and foreign 

fixed direct investments in value-added and export-oriented manufacturing industries and services.ó 

 

The IDZ programme was established in order to meet the challenges of globalisation in three 

aspects, namely the: 

¶ promotion of the competitiveness of South African enterprises through the export of value-

added manufactured products, focusing on critical sectors and value chains as guided by the 

Industrial Policy Action Plan (IPAP II) and the National Growth Path (NGP); 

¶ attraction of domestic, foreign direct investment (FDI) and select targeted advanced foreign 

production and technology methods in order to gain experience in global manufacturing 

networks 

¶ development of linkages between domestic and zone-based industries 

 

The current policy context as set out in the National Industrial Policy (NIPF), IPAP, stipulates an 

industrialisation trajectory through the diversion of manufacturing from traditional commodities to 

the manufacturing of high value added products. At the same time, the NGP demands that more jobs 

be created by transforming the South African economy to improve its performance in terms of 

labour absorption, composition and the rate of growth.  

 

In reviewing the IDZ programme policy, it is acknowledged that the strategic intent of the IDZ 

programme should accommodate the current expected outcomes as set out by the current policy 

contexts, which also include: 

¶ Job creation 

¶ Skills transfer 

¶ Technology advancement / industrial capability 

¶ Increased exports 

¶ regional development 

As a result, the strategic intent of the IDZ programme would be to leverage strategic investments 

into more labour absorbing sectors as identified within the IPAP and the NGP. 
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The regulations for the IDZ programme were promulgated in 2000, published under regulation 

gazette number 1224 of 1 December 2000 as amended by government notice number R1065, 

published in the Government gazette number 29320 of 27 October 2006. The overall regulatory 

framework for the IDZ programme comprises of the following legislation: 

¶ The Manufacturing Development Act (MDA), Act 87 of 1993 as amended 

¶ The IDZ Regulations and subsequent amendments 

¶ Section 21A of the Customs and Excise Act and relevant provisions of the Value Added Tax 

¶ Report No. 14 promulgated by the International Trade Administration Commission in 

accordance with the Customs and Excise Act. 

 

2.2 Incentives under the IDZ Programme  

 The benefits offered by the South African IDZ programme are: 

¶ Duty-free production for exports 

¶ VAT-suspension for supplies procured in SA 

¶ A single-window facility (one-stop-shop) for all the necessary regulatory and documentation 

services for investors 

¶ Efficient administration characterised by speed and convenience. 

 

The Department of Trade & Industry offers the following national incentives that can benefit the IDZ 

Enterprises: 

¶ 12i Tax Allowance 

¶ The Automotive incentive Scheme (AIS) 

¶ The Black Business Supplier Development Programme (BBSDP) 

¶ The Business Process Services (BPS) 

¶ Capital Projects Feasibility Programme (CPFP) 

¶ The Critical Infrastructure Programme (CIP) 

¶ Manufacturing Investment Programme (MIP) 

¶ Tourism Support Programme (TSP) 

¶ Export Marketing and Investment Assistance (EMIA) 

¶ Film Production Incentive (FPI) 

¶ Sector Specific Assistance Scheme 
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2.3 National socio -economic policy  

The New Growth Path (NGP) states that: òActive industrial policies under apartheid relied largely 

on subsidies and tariffs for existing industries in the context of low-wage policies like migrant labour 

and suppression of trade unions. Responding to new global and domestic conditions in a democracy 

demands sharper focus on new sources of competitiveness that lie in innovation and productivity, 

with an adequate base in skills, infrastructure and efficient state action, and measures to enhance 

domestic and regional demand as well as extending export promotion strategically to the rapidly 

growing economies of the global South. These measures need a competitive rand to succeed.ó ð 

NGP (2010:17) 

 

In relation to the NGP, the NIPFõs main focus is on strengthening the South Africa industrial base 

and promoting of labour-absorbing industrialisation path. The two policy frameworks talk directly to 

the IDZ programme objectives which are focusing on the competitiveness of the South African 

manufacturing sector and exports. The IDZs are therefore viewed as important industrial policy 

instruments to achieve the NGP and NIPF objectives. It needs to be understood that IDZs are part 

but not the whole solution for South Africaõs developmental challenges. 

 

2.3.1 New Growth Path Plan (2010)  

The New Growth Path Plan is the governmentõs programme of action that focuses on the creation 

of decent employment opportunities through the support of labour-intensive sectors and on 

ensuring long-term growth through the support of more advanced industries.  

This marks a notable shift from the previous national strategy (the Accelerated and Shared growth 

Initiative of South Africa or ASGISA) in that ASGISA set targets for economic growth, while the 

NGPP makes employment creation (over òjobless growthó) the new criterion for economic policy.  

The NGP sets a target of creating 5 million new jobs by 2020. 

The new growth path will now seek to place the economy on a production-led trajectory with 

growth targeted in ten ôjobs driversõ.  As a first step, government will focus on unlocking the 

employment potential in six key sectors and activities.  These are 

¶ infrastructure, through the massive expansion of transport, energy, water, communications 

capacity and housing, underpinned by a strong focus on domestic industry to supply the 

components for the build-programmes 

¶ the agricultural value chain, with a focus on expanding farm-output and employment and 

increasing the agro-processing sector the mining value chain, with a particular emphasis on 

mineral beneficiation as well as on increasing the rate of minerals extraction  

¶ the green economy, with programmes in green energy, component manufacture and services  

¶ manufacturing sectors in Industrial Policy Action Plan (see below) and  
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¶ tourism and certain high-level services.  

 

As a starting point, employment creation is planned to be stimulated in a few sectors including the 

green economy sector. Government plans to create 300 000 employment opportunities in the green 

economy by 2020, more than two thirds of which is intended to be created in construction, 

operation and maintenance of new environmentally friendly infrastructure. 

 

2.3.2 Industrial Policy Action Plan (IPAP 2010 ð 2014) 

The IPAP2 constitutes a central tool in the NGP job-creation strategy. It has been anticipated that 

IPAP2 2011/12- 2012/13 interventions could lead to 43 000 direct jobs and 86 000 indirect jobs, 

totalling 129 000 jobs across the following list of priority sectors as identified within IPAP2: 

¶ Metal fabrication, capital equipment and transport equipment 

¶ Green' and energy-saving industries (specifically, solar power projects and the establishment 

of solar water heating systems) 

¶ Agro-processing 

¶ Automotives, components and medium and heavy commercial vehicles 

¶ Downstream minerals beneficiation  

¶ Plastics, pharmaceuticals and chemicals 

¶ Clothing, textiles, leather and footwear 

¶ Bio-fuels 

¶ Forestry, paper and pulp, and furniture 

¶ Cultural industries: crafts and film 

¶ Tourism 

¶ Business Process Services (such as call centres) 

¶ Advanced manufacturing 

 

2.4 Provincial socio -economic policy  

2.4.1 Western Cape Strategic Plan (2010) 

The Provincial Government of the Western Cape has formulated a draft Provincial Strategic Plan 

(PSP) that is branded on three pillars namely: Growth, Development and Inclusivity. The PSP is based 

on 12 Strategic Objectives (SOs). SO1 concerns increasing opportunity for growth and job creation, 

the principles of which are that: 

¶ Economic growth is the foundation of successful development; 

¶ Growth is driven by the private sector business operating in a market environment; and 
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¶ The role of the state is (a) to create and maintain an enabling environment for business and 

(b) to support demand-led, private sector driven support for growth sectors, industries and 

business. 

 

The other Strategic Objectives are the following: SO2:  improving education outcomes; SO3: 

increasing access to safe and efficient transport; SO4: increasing wellness (in terms of  health status 

outcomes); SO5: increasing public safety; SO6: developing integrated and sustainable human 

settlements; SO7: mainstreaming sustainability and optimizing resource-use efficiency; SO8: 

increasing social cohesion; SO9: reducing poverty; SO10: integrating service delivery for maximum 

impact; SO11: creating opportunities for growth and development in rural areas; and SO12: building 

the best run provincial government in the world. 

 

The DEDAT is the lead/custodian department for SO1, and has compiled a strategic directive or a 

multi-functional programme plan to implement SO1. An Economic & Infrastructure Strategic Sector 

Committee Steering Group (EISSSG) has been established to drive a coherent approach and 

implementation plan supported by other key provincial departments, including the Departments of 

the Premier, the Department of Transport and Public Works, the Provincial Treasury, the 

Department of Environmental Affairs and Development Planning, and the Department of Agriculture. 

 

There are 4 high level objectives for SO1: 

¶ To create an enabling environment that minimizes hurdles to sustainable business growth, 

investment and job creation 

¶ To facilitate demand-led, private sector-driven government support for growth sectors, 

industries and business 

¶ To improve competitiveness of the region through infrastructure-led economic growth, and 

¶ To facilitate through EPWP the skills required for shared economic growth and work 

opportunities. 

Each high level objective will be realized through the implementation of a number of key economic 

initiatives.  

 

For objective one, the main driving initiative is to develop and establish a provincial vision and brand, 

such as Future Cape. This is a 30 year vision that will define a single approach to the development of 

the Western Cape economy. Future Cape will underpin the City of Cape Town City Development 

Strategy (CDS) and its economic development strategy (EDS), as well as informing the local 

economic development (LED) strategies of key local government municipality. 
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The Red Tape Working Group runs a second working group to develop an integrated provincial red 

tape reduction strategy, contributing ultimately to reducing the cost of doing business in the region.  

 

The main driving initiative for objective two is the establishment of an Economic Development 

Partnership (EDP). The EDP will be a partnership-based organization that will lead, coordinate and 

drive economic development, growth and inclusion in the region through: 

¶ Economic vision, strategy and leadership (Future Cape will move into the EDPõs realm) 

¶ Leadership and agenda setting 

¶ Economic and market intelligence ð rather than taking on the role of doing the key 

research ð the EDP will engage through trying to coordinate and get economic 

intelligence and research onto common platforms ð such as efforts to integrate Future 

Cape and the Cityõs CDS. 

 

A second project is a provincial skills development forum (PSDF) that will include representation 

from all relevant role players, providing a platform for identifying skills challenges that impact on 

regional growth and development, and develop short- and long-term solutions to narrow the gap 

between skills supply and skills demand. 

 

DEDAT supports demand-led private sector development through its five programmes ð sector 

development, local economic development, enterprise development, and business regulation and 

governance.  

 

The main programme in objective three from the perspective of DEDAT is the Catalytic 

Infrastructure programme driven by its Cape Catalyst unit. Cape Catalyst is an initiative that drives a 

set of demand-led infrastructure projects aimed at: 

¶ Stimulating economic growth within specific sectors; and 

¶ Improving competitiveness of the region to boost export led growth and job creation. 

 

It therefore aims to create sustainable business energies by facilitating and coordinating all affected 

stakeholders in selected mega-infrastructure projects. The Saldahna IDZ is a key Cape Catalyst 

project. Others include the provincial telecommunication infrastructure; Cape Town Port Precinct; 

Oude Moulen Health Technology Park, and the Fringe (East City Design Precinct). 

 

Each of the 11 remaining SOs are developing similar high level objectives and activities that together 

formulate the Western Capeõs growth, development and inclusion agenda and action plan. 
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2.4.2 West Coast District Municipality Integrated Developm ent Plan  (WCDM IDP 

2010 ð 2014) 

The West Coast District Municipalityõs Integrated Development Planõs emphasis is to continue 

addressing key issues such as: 

¶ skills development 

¶ infrastructure development 

¶ enhancing the Saldanha Industrial Corridor 

¶ women in construction 

¶ small-scale mining 

¶ tourism  

¶ early childhood development  

¶ food security 

¶ small-scale farming  and the integration of emerging farmers into the formal economy, and 

¶ Creating a stimulating environment for economic growth which in turn will alleviate poverty 

throughout the West Coast Region.  

 

The focus is on ways to retain existing employment through restructuring the following key existing 

sectors/clusters: 

¶ Agriculture 

¶ Fishing and Aquaculture 

¶ Construction and Mining 

¶ Tourism 

¶ Oil and gas 

 

Most of the above is in strong alignment with the proposed Saldanha IDZ. There is, however, 

potential conflict between tourism and agricultural priorities and industrial development. This can be 

managed through appropriate spatial economies wherein certain areas are demarcated for 

conservation and place protection for tourism and agriculture. 

 

The West Coast District Municipality Spatial Development Framework attempts to do just this by: 

¶ Aligning future settlement and investment with places of economic and resource potential, 

also taking into account efficiency at regional level 

¶ Enhancing job creation opportunities 

¶ Correcting existing negative developmental legacies of the past 

¶ Conserving and strengthening a sense of place for all 
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¶ Ensuring the wise use of existing resources 

¶ Conserving biodiversity resources 

 

There remain, however, trade-offs as, for example, òensuring wise use of existing resourcesó would 

conflict with water-intensive industrial activities, though these may contribute to job creation. 

 

2.5 Local socio -economic policy  

2.5.1 The SBLM IDP (Review 2010/11 )  

The SBLM IDP sets out targets for a variety of actions, covering education, social welfare, housing, 

sanitation and other services and economic development. The economic development targets 

include: 

¶ Double the current gross Regional Product by 2014 

¶ Create 50 percent more jobs in the local economy by 2014 

¶ Train an additional 750 technical tertiary qualified people by 2014 

¶ Achieve a 90 matric pass rate of grade 7 enrolled people by 2016,with an emphasis on maths 

and science 

¶ Train 1000 people with the skills required in industry and manufacturing with a key focus on 

the engineering and oil and gas industry 

¶ Create high profile partnerships 

 

It aims to achieve the above by: 

¶ Creating  an oil and gas service and supply hub in Saldanha Bay 

¶ Developing  the back of port industrial corridor 

¶ Developing the Saldanha port as a multi-product port facility 

¶ Developing an Iconic tourism facility on the Saldanha bay port 

¶ Establishing a public sector administrative offices hub in Vredenburg for the West Coast 

District 

¶ Investing in human resource develop through partnerships with the private sector for skills 

transfer 

 

This is in line with the Saldanha Bay IDZ as proposed. 
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3 Local Context  

3.1 Land Availability  

The following section presents the findings of the Saldanha Bay IDZ Feasibility Study: Land 

Assessment undertaken by Urban Dynamics Western Cape. The purpose of the assessment was to 

provide specialist town planning input, and in particular the spatial planning context of the area. In 

addtion, the assessment compiled a conceptual development framework to determine the availability 

of land for the proposed IDZ, and so provide an understanding the of the opportunites and 

challenges to the IDZ. 

 

3.1.1 Spatial Planning Context  

Since the 1992 Urban Structure Plan for Vredenburg, Saldanha and its environs , up until present 

dayõs municipal Spatial Development Framework , the preference to place and concentrate industrial 

development to the north of Saldanha Bay Harbour has been eminent in various spatial and socio-

economic development policies and plans . This principle has long been thought the best stratagem 

to unlock the benefits of the investment in the deep-water port, the neighbouring industrial areas 

and the rail and transportation infrastructure invested in the area since the 1970õs. 

 

And, under the auspices of Section 10 of the Manufacturing Development Act (Act 187 of 1993), the 

principle of developing a òback of portó area to unlock these benefits has altered into the concept of 

an Industrial Development Zone (IDZ) which encourages foreign direct investment into competitive 

value-added production and manufacturing processes in a location serviced by world class 

infrastructure, effective administrative support services in order to promote and support economic 

growth, job creation and skill development. 

 

The most recently approved spatial planning guiding document, the Saldanha Bay: Spatial 

Development Framework, formalises the historic concept of concentrating industrial development 

into a distinct òIndustrial Corridoró which extends northwards until the R45 and east- and 

westwards from the Sishen-Saldanha railway line. The Industrial Corridor is generally bounded by 

the topography and road networks of the area, and in addition on the west by the òUrban Activity 

Corridoró defined between the towns of Saldanha and Vredenburg to facilitate focussed urban 

growth. 

 

The Industrial Corridor concept allows, in-principle, for the establishment of an IDZ, though not 

necessarily for the full extent of the Corridor, which is quite vast. Certainly the relatively flat 

topography of the area would prompt a concern over visual impacts. Furthermore, the Industrial 

Corridor is hemmed in on the south by the long-term development plans of the National Ports 
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Authority, under whom the jurisdiction of the of the Saldanha Bay Port lies. The necessary linkages 

between the Port area and the Industrial Corridor are discussed elsewhere, but suffice to say in 

terms of beneficial spatial planning, the approach to development of these areas must be 

complementary to each other. 

 

Another limitation and consideration of the current spatial planning context is the bio-physical 

environment within which the IDZ must operate. The SDF contains a synthesis of relevant data on 

the bio-physical environment10 and identifies sensitive and conservation worthy areas in the 

municipality. Such an area has been identified in the SDF and EMF as a Critical Biodiversity Area 

(CBA) and hence such designation mandates that further loss of natural habitat be avoided and that 

every attempt be made to avoid loss or disturbance of special biodiversity features. With that 

mandate in mind, a fundamental principle of staying outside of the CBAs, and utilizing further 

restriction via a òbuffer zoneó11, has been adopted in the Study, when evaluating the land space 

available to the IDZ. 

 

Figure 3.1: Saldanha Bay Spatial Management Concept  

 

Source: Urban Dynamics Western Cape, 2011 

                                                
10 Data included was information on topography, drainage, protected natural areas and areas under 

conservation agreement, the Cape West Coast Biosphere Reserve, an overview of biodiversity conservation in 

South Africa, biodiversity conservation in the study area and information on key threats to biodiversity 

conservation in the Cape Floristic Region. 
11 A buffer zone of 35m has been applied around all CBAs on the advice of the Environmental Assessment. 
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Similarly, the protection of the marine ecosystem, especially in Small Bay, needs to be ensured and 

no further degradation of this marine ecosystem should be allowed or at least minimized by the type 

of development allowed in the Port. 

 

3.1.2 Spatial Legislative Requirements of an IDZ  

The dti regulations and guidelines12, understandably do not prescribe the size of an IDZ programme, 

as this is dependent on the financial and economic proposition of the venture, however the 

guidelines do require that certain areas be identified and provided for in an IDZ, namely,  

¶ one or a multiple of Customs Controlled Areas (CCAs) as defined in Section 21A(1) of the 

Customs and Excise Act (Act 91 of 1964);   

¶ and Industries and Services Areas (ISAs) which are areas outside of the CCAs where 

manufacturing and services industries that may not be importers or exporters; and services 

industries in support of the CCA operations and general IDZ development (including, but 

not limited to, logistical services, transportation services, distribution services etc.), may 

locate. 

 

In terms of overall layout, the guidelines indicate that development of land for the purposes of an 

IDZ need not necessarily be contiguous with the port (to be utilized), but that contiguous and 

adjacent areas with the port would be preferred. In the case that non-contiguous portions of land 

are identified, the guidelines set a maximum distance of 5km between the port and the IDZ and that 

the dti reserves the right to refer for the opinion of the South African Revenue Service (SARS) due 

to the administrative difficulties that can result from approving a CCA within such non-contiguous 

portions of land.  It is however, most beneficial and important to locate the CCA as close as possible 

to a Port due to its functions in an IDZ. 

 

3.1.3 Current Locational Attributes  

Within the Industrial Corridor identified in the SDF and curtailed by CBAs and the buffer zone, 

approximately 1440 hectares are available for industrial development, but this total land mass is 

separated and distributed across the Industrial Corridor by CBAs, existing enterprises, existing rail, 

road, bulk electrical networks, bulk water networks and stormwater canals and culverts.  

 

This effectively produces òpocketsó of development within the Industrial Corridor and depending on 

the location and spread of the factors mentioned above, causes some of these pockets to be 

displaced from existing enterprises and infrastructure ð two major supportive requirements for 

development of any potential enterprise. The CBA corridor in particular, which extends east to west 

                                                
12 Department of Trade & Industry, 2008 
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approximately between the Exarro Namakwa Sands and Arcelor Mittal Saldanha Steel facilities and 

effectively creates a northern and southern region of industrial development potential. 

 

Of these pockets of development, to the south the majority of ownership lies with only a few 

landowners, and in particular, parastatal entities. To the north, the majority of ownership lies with a 

number of small private owners. This represents a major constraint to the development of an IDZ as 

control of land will have to be shown in the application for designation for an IDZ. In addition, the 

majority of the properties currently have an Agricultural Zone I zoning. Some properties already 

have industrial zonings, and there are several pending applications in the Industrial Corridor which 

will confer industrial zonings to properties if the applications are successful. 

 

As stated previously, the region is cross-crossed with an extensive network of rail, road, water and 

electrical networks and access to this infrastructure is of great importance to any industrial 

development, in particular those larger industries which require access to railway lines and major 

transport routes. 

 

Also stated previously, the topography of the region is relatively flat and might incur negative visual 

impacts, dependent on the scale and intensity of the industrial development, and will necessitate 

strict urban design guidelines for industrial developments relating to coverage, height, aesthetic 

standards etc. The proximity of the town of Saldanha, to the southwest of the Industrial Corridor, 

further excludes that area of the Corridor from accommodating any large-scale industry, due to the 

possible negative social impacts on Saldanha residents. 

 

3.1.4 Statutory Development Processes  

The statutory rezoning and subdivision process in terms of the Land Use Planning Ordinance 

(LUPO) (No. 15 of 1985) will be similar for most of the properties located in the Industrial Corridor 

as the majority are zoned for Agricultural use. Assuming that an Environmental Impact Assessment 

(EIA) would be required, an integrated LUPO/NEMA process would require a minimum of 18 

months to complete in terms of the generic statutory timeframes required by NEMA when 

measured from the submission of the application form. Various studies would have to be completed 

before the commencement of the statutory process. The full approval process can therefore be 

estimated at approximately two years.  

 

The two statutory processes would run in parallel, with the NEMA Environmental Authorisation 

required before the final LUPO approval can be issued by the Saldanha Bay Municipality. 
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It should further be noted that land use approval in terms of LUPO and NEMA legislation is only 

valid for five years and three years respectively. A phased development process for the IDZ would 

therefore require several different application processes over the development lifetime of the 

project. 

 

3.2 Environment  

As environmental concerns were raised in the Pre-Feasibility Study, an environmental assessment 

was undertaken by Morris Environmental & Groundwater Alliances (MEGA) to examine the 

implications of the Saldanha Bay IDZ on the environment of the area and similarly, whether the 

environmental conditions in the Saldanha Bay municipal area may have an influence on the Saldanha 

Bay IDZ.  

 

As the status of the project is at  strategic level, it was considered prudent to essentially structure 

the assessment around similar guidelines of a Strategic Environmental Assessment (SEA) versus an 

Environmental Impact Assessment (EIA)13 as the former would provide strategic-level input and 

guidance on the anticipated development. An EIA methodology would be suitable for the individual 

or site-specific development proposals post-Feasibility Study stage when the development requires 

the necessary planning and approvals before construction can begin. 

 

3.2.1 Environmental Planning Context  

3.2.1.1 Saldanha Bay Environmental Management Framework (EMF) (current) 

The Saldanha EMF, commissioned by the Western Cape Department of Environmental Affairs & 

Development Planning (DEA&DP) is underway and is due for completion shortly. The study area is 

the Saldanha Bay municipal area, the West Coast National Park and the southern part of the Berg 

River municipal area. The EMF is made up of three components, namely 

¶ A status quo assessment which involves the evaluation and integration of baseline 

environmental information (including pressures and trends), which is then used to identify 

the environmental opportunities and constraints in the area. 

¶ A strategic analysis which is concerned with understanding the policy context (national, 

provincial and local) and developing a vision, objectives and principles that is in keeping with 

sustainable development and which takes cognisance of the opportunities and constraints 

evaluation. 

                                                
13 Regulation 1(1) of GN 543 of 18 June 2010 states that "environmental impact assessment", means a 

systematic process of identifying, assessing and reporting environmental impacts associated with an activity and 

includes basic assessment and S&EIR (Scoping and Environmental Impact Report). 
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¶ A Strategic Environmental Management Plan (SEMP) which contains the strategic-level action 

plan which is developed, in broad terms, to address the òhow toó aspects of the vision and 

objectives derived in the strategic analysis. 

 

The purpose of the EMF is to provide a framework to facilitate the pursuit of a sustainable 

development path in the geographical area which it is concerned. To this end, the EMF must have 

the environmental right14 in the Bill of Rights and the National Environmental Management Act (Act 

107 of 1998), commonly referred to as NEMA, principles as its foundation. The purpose of the EMF 

can therefore be captured in the concept of òwise use of landó. 

 

In accordance with this context, strategic goals which are pertinent for the IDZ arising from the EMF 

are: 

¶ To ensure that the integrity of the ecosystems is not undermined. 

¶ To optimise the use of resources and avoid wasteful and inefficient uses. 

¶ To promote the quality of life of communities through the provision of sustainable 

employment and economic benefits for an area and avoiding development that produces 

profits for a few people. 

¶ To improve the quality of relationships within human communities and between people and 

the ecological communities within which they exist. 

¶ To maintain valuable and irreplaceable cultural heritage. 

¶ To retain fertile arable land for agricultural uses and food security purposes. 

¶ To protect community health and avoid human health risks. 

¶ To ensure equitable access and provision of resources within the carrying capacity of the 

natural resource base. 

 

The overall strategic (management) objective to guide planning, development and decision-making 

that has been formulated in the EMF is as follows:  òNo negative change allowed to irreplaceable 

resources, positive change encouraged.ó 

 

                                                
14 The Bill of Rights in the Constitution includes the environmental right in section 24, which states that all 

South Africans have a 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. Section 24 (b) requires (i) prevention 

of pollution and ecological degradation and (ii) the securing of ecologically sustainable development, while 

promoting justifiable economic and social development. 
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3.2.2 Current Environmental Attributes  

3.2.2.1 Land Biodiversity 

Saldanha Bay has a sensitive biodiversity landscape; it has four Ramsar15 sites, a large proportion of 

Critical Biodiversity Area (CBA) within its boundaries, CapeNature conservation areas, South 

African National Parks Board conservation areas, local nature reserves and private nature reserves 

(Urban Dynamics Western Cape, 2011). Certainly the conservation of these areas and their 

ecosystems is important for global biodiversity and loss of relatively undisturbed areas of these 

ecosystems would severely compromise the realisation of conservation targets. 

 

With regards to the IDZ, the CBAs where of paramount influence to the land availability question 

and therefore, at the outset of the Feasibility Study a fundamental principle of òno-goó into those 

areas was set within the team. Furthermore, a buffer zone of 35m was applied to the edge of all 

CBAs to avoid or at least minimise potential negative impacts that can arise due to edge effects16.   

 

Further into the study, it was considered valuable to obtain more detailed information on the CBAs 

relevant to the IDZ and a specialist study on the extent, classification and conservation management 

measures possible was undertaken by Nick Helme Botanical Surveys.  

 

The investigations revealed that a few areas which were previously classified as CBA had been 

significantly degraded and perform very little or no ecological connectivity function. They are thus 

considered to be of limited regional conservation value, and do not contribute to meeting regional 

conservation targets for either species or vegetation types. There are wholly located within the Port 

of Saldanha land (owned by Transnet Ltd) and the total area amounts to 162.6ha. 

 

Alternatively, some areas which were not designated as CBAs were found to be worthy vegetation 

as it was known to support rare and localised plant species or good (high diversity) examples of 

threatened habitat. The locations of these sites were spread inside and outside the Industrial 

Corridor and had a combined area of 456.9ha. 

 

These results and the òno-goó principle structures the overall context of the land availability and 

conservation factors within the Feasibility Study. 

                                                
15 A wetland or water body of international significance and so recognised in terms of the Ramsar Convention 

(The Convention on Wetlands of International Importance, especially as Waterfowl Habitat).  This is an 

international treaty for the conservation and sustainable utilisation of wetlands. Sites are Langebaan Lagoon, 

Jutten Island, Malgas Island & Marcus Island. 
16 Edge effect is defined as the effect of the juxtaposition or placing side by side of contrasting environments on 

an ecosystem. This term is commonly used in reference to the boundary between natural habitats and 

developed or disturbed land. 
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3.2.2.2 Water Biodiversity 

The Langebaan lagoon is an internationally recognised conservation area and is a designated Ramsar 

site. With respect to the Bay, there is concern on deterioration of water quality and ecological 

functioning, particularly in Small Bay. This is evidenced by on-going research under the auspices of 

the Saldanha Bay Water Quality Trust. The latest òState of the Bayó report shows that the situation 

has stabilised in some areas and that there has been improvement in some water quality parameters. 

Notwithstanding, significant concerns remain in relation to Small Bay.  

 

3.2.3 Air Quality 17 

Findings in respect of the baseline situation can be summarised as follows: 

The baseline air quality environment, which portrays the status quo of current activities in the area, 

indicated that: 

¶ PM10 exceedances were predicted in the vicinity of the Saldanha Iron Ore Handling Facility 

(IOHF) and Exarro Namakwa Sands. Daily NAAQS exceedances were predicted in the 

vicinity of the Transnet Port Terminal, Exarro Namakwa Sands and Arcelor Mittalõs 

Saldanha Works. 

¶ NO is rapidly converted in the atmosphere into the much more poisonous nitrogen dioxide 

(NO2). The rate of this conversion process is determined by both the rate of the physical 

processes of dispersion and mixing of the plume and the chemical reaction rates. No 

exceedances of the annual or hourly NAAQS for ambient NO2 concentrations were 

predicted for the baseline scenario. 

¶ No exceedances of the annual or hourly NAAQS for ambient SO2 concentrations were 

predicted for the baseline scenario. Exceedance of the NAAQS for daily ambient SO2 

concentrations was however predicted in the vicinity of ship loading. 

¶ No exceedances of the annual NAAQS for ambient benzene concentrations were predicted 

for the baseline scenario. 

 

The current air quality in the study area appears to be compromised in the vicinity of IOHF, Exarro 

Namakwa Sands and the Arcelor Mittal Saldanha Steel Works, whilst the air quality in the nearby 

residential areas of Saldanha Bay, Vredenburg and Langebaan is of an acceptable quality. This 

conclusion is based on the comparison of observed and predicted air concentrations of criteria 

pollutants (including particulate matter, sulphur dioxide and oxides of nitrogen) against the NAAQS. 

Particulate air emissions are the most significant of these pollutants. The zones of significant impact, 

also taking into account fallout dust, are approximately 2 km around IOHF and 1 km around 

                                                
17 Standards for ambient air quality that were applied for comparative purposes were taken from the national 

ambient air quality standards (NAAQS), as published in the Government Gazette on the 24th of December 

2009. These standards cover PM10, dustfall, SO2, NO2, ozone (O3), CO, lead (Pb) and benzene. 
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Namakwa Sands and Saldanha Steel Works, respectively.  Figure 3.2 illustrates the baseline situation 

with respect to particulates. 

 

Figure 3.2: Baseline context  with respect to particulate emissions  

 

(Source: Airshed Planning Professionals) 

 

3.2.4 Waste Management  

There are three landfills in the Saldanha area which are shown on the map below. These are: 

¶ The Vredenburg landfill site: Household solid waste from Vredenburg, Langebaan and 

Velddrif is currently being disposed at this site. It is licensed as a G:M:B- (General Waste: 

Medium Size: Without Leachate Control) site and has an estimated life expectancy of two 

years remaining. 

¶ The Langebaan landfill site: which is licensed as a G:S:B- (Small General Waste Site Without 

Leachate Control) site. This facility has a life expectancy of 49 years if it only serves 

Langebaan. However, due to mismanagement, it is currently not operational. The 

municipality is preparing an Integrated Waste Management Plan (IWMP) to address these 

operational issues. 

¶ The Velddrift landfill site: The Velddrif Landfill Site is not licensed. It is closed, but not yet 

rehabilitated. The required process to obtain a closure permit is underway. 
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The closest licensed hazardous landfill site is Vissershok, nearby Cape Town.  Currently, industries 

in the Saldanha area that generate hazardous waste tend to appoint a hazardous waste contractor to 

manage their on-site waste facilities and/or to collect and dispose of this waste at the Vissershok 

site. Recycling activities in the Saldanha Bay area are focused on general waste. Existing services do 

not cater for the recycling of industrial waste.  

 

3.2.5 Water  Use 

The Saldanha Bay area is recognized as being water- stressed (Urban Econ Development Economists 

Western Cape, 2005). The West Coast District Municipality (WCDM) provides bulk potable water 

to the Saldanha Bay Municipality through the Berg River ð Saldanha Water Supply Scheme, also 

referred to as the Misverstand Scheme. The Misverstand Scheme receives water from the Langebaan 

Road Aquifer (LRA) via the Withoogte bulk supply system of the Misverstand Scheme. Accordingly, 

this aquifer cannot be regarded as an additional potential supply source.  

 

The West Coast District: Water Master Plan 2010 (draft) reported that demand would exceed 

supply in 2012, and in response to this dire situation, the District initiated a progress of investigating 

alternative water sources options to the District (Element Consulting Engineers, 2009) to address 

the shortage. The proposals containe in that study included three desalination plants and supplement 

al supply from the Berg River to bridge the shortfall until implementation of the first phase of the 

seawater desalination plant. This strategy would see water aviailability of 34 447 500 m3/a  within the 

Districtõs bulk supply system by 2026, of which 9 307 500 m3/a would be from desalination. 

 

Whilst water is deemed to be available (assuming the water augmentation projects that have been 

proposed are in place) from the Districtõs bulk supply system, this supply would be insufficient for 

the Optimistic Development Scenario, as it has three Titantium/Zircon Complexes and would 

require a dedicated desalination plant to facilitate the establishment of the third complex in Year 18 

(i.e. 2030) (assumed to utilize the desalination option as natural water supply will not be possible). 

 

3.2.6 Environmental Legislative Requirements of the IDZ  

An overview of key legislation in terms of which environmental authorisations, permits, licenses or 

approvals may be required for IDZ projects (including bulk infrastructure) has been examined. 

 

3.2.6.1 NEMA EIA Regulations 

These are Regulations which apply to activities that are listed under section 24 of the National 

Environmental Management Act (Act 107 of 1998) ð NEMA. Any activity that is listed in the 

Regulations is subject to environmental authorisation. Depending on the Listing Notice in which a 
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given activity is listed, a Basic Assessment or Scoping and EIA (Environmental Impact Assessment) 

process would be required. If a project involves activities that appear on the Listing Notice to which 

a Basic Assessment and the Listing Notice to which Scoping and EIA is applicable, then the entire 

application would be subject to Scoping and EIA. In general, a two-year lead period should be 

allowed for the completion of a Scoping and EIA process (from commencement to decision) and 

about one-year for a Basic Assessment. It is illegal to commence a òListed Activityó without 

environmental authorisation.   

 

3.2.6.2 NEMWA 

The National Environmental Management Waste Act (NEMWA) (Act 59 of 2008) regulates various 

aspects of waste management. Certain activities listed under the Act are subject to a waste license. 

This list of activities is available in Government Notice 718 published on 3 July 2009 ð List of waste 

management activities that have, or are likely to have a detrimental effect on the environment. 

 

3.2.6.3 NEMAQA 

The National Environmental Management Air Quality Act (NEMAQA) (Act 39 of 2004) regulates 

various aspects of air pollution. Certain activities listed under the Act are subject to an atmospheric 

emission license (AEL). This list of activities is available in Government Notice 248 published on 31 

March 2010 ð List of activities which result in atmospheric emissions which have or may have a significant 

detrimental effect on the environment, including health, social conditions, economic conditions, ecological 

conditions or cultural heritage. As well as setting out the activities that require an AEL, minimum 

emission standards for each activity are also provided in Government Notice 248. Ambient air 

quality standards are regulated via the National Ambient Air Quality Standards (NAAQS) as 

described in the Saldanha Bay IDZ Feasibility Study: Air Emission Modelling and Analysis undertaken 

by Airshed Planning Professionals.  

 

3.2.6.4 ICMA 

The National Environmental Management Integrated Coastal Management Act (ICMA) (Act 29 of 

2008) serves to define the coastal zone, coastal public property, coastal waters and coastal 

protection areas. It also provides for the establishment of coastal set-back lines. Certain activities in 

the coastal zone are subject to authorisation in terms of this Act. It also regulates pollution at sea, 

discharges into the sea from land based activities and the associated permitting requirements.   

 

3.2.6.5 NHRA 

The National Heritage Resources Act (NHRA) (Act 15 of 1999) deals with cultural and heritage 

resources. There are various permitting provisions, as well as requirements relating to Heritage 



Saldanha Bay IDZ Feasibility Study 

 

October 2011 44 

Impact Assessment (HIA). For those activities listed in section 38 of the Act, it is necessary to lodge 

a Notice of Intent to Develop with the relevant heritage authority. This information is used to 

determine if an HIA is necessary. In circumstances where an environmental authorisation is required, 

the HIA would typically be undertaken in parallel with the Basic Assessment or Scoping and EIA 

process. 

 

3.2.6.6 NWA 

The National Water Act (NWA) (Act 36 of 1998) Is concerned with the management of water 

resources in South Africa. It not only regulates water use, but is also concerned with pollution of 

water resources.   

 

3.2.7 Opportunities within Legislation  

The presence of the CBA provides a unique opportunity for IDZ industries to support conservation 

initiatives. These can be linked to employment creation or to support of community-based small 

businesses (e.g. alien vegetation), which in turn can fulfil an important role for companies that have a 

corporate social responsibility programme. The option of placing CBA land under formal 

conservation also exists which has associated tax benefits. These opportunities are discussed in 

more detail in the following sections.  

 

3.2.7.1 Carbon Crediting 

The setting of GHG emission targets in terms of the Kyoto Protocol l has led to the establishment 

of carbon trading. This Protocol sets out binding targets for GHG reduction mainly for developed 

countries (referred to as Annex 1 countries), but not for developing countries, that is, non-bound 

countries (referred to as Non-Annex 1 countries). Carbon credits (sometimes referred to as 

Greenhouse Gas Offsets) are "units" that an entity can acquires for funding a project that serves to 

reduce GHGs. These "units" are tradable and are issued in terms of three different international 

mechanisms, namely, the Clean Development Mechanism (CDM), the Joint Implementation 

Mechanism (JIM) and the Emissions Trading Mechanism (ETM). In the case of developing countries 

such as South Africa, the applicable mechanism is the CDM.   

 

The process of obtaining approval for a project with the CDM and acquiring the associated carbon 

credits is intensive and time-consuming with the result that it is costly. This option is probably only 

worthwhile pursuing if significant carbon reduction can be achieved, for example, through extensive / 

intensive use of renewable energy and comprehensive energy reduction programmes; therefore 

making a greater case for investment in renewable energy generation and demand management 

systems. For the purposes of the Feasibility study, the proposed energy supply is assumed to be via 



Saldanha Bay IDZ Feasibility Study 

 

October 2011 45 

the national grid, and hence initially, considering the current landscape of energy supply, it is unlikely 

that pursuing the option of obtaining carbon credits would be feasible for individual IDZ projects. 

 

The feasibility of achieving significant carbon reduction for the IDZ as a whole could be explored in 

the detailed planning and design phase, bearing in mind that the carbon trading landscape could alter 

once the Kyoto Protocol expires in 2012. The agreement that will replace it is not yet known, but 

may be determined during COP17 scheduled in Durban at the end of 2011.   

 

3.2.7.2 Biodiversity Stewardship 

CapeNature initiated a stewardship programme for conservation in the Western Cape. This involves 

entering into a contract with CapeNature in areas that are ecologically sensitive and biodiversity-

rich. Stewardship is a means of committing private land for conservation (Purnell 2008). Participation 

by landowners is optional and the ownership of the land is not transferred to Cape Nature. It is the 

contractual commitment with private landowners that enables them to claim the tax deductions. 

 

The provisions in the Income Tax Act 58 of 1962, prior to the Revenue Laws Amendment Act 60 of 

2008 (effective from 8 July 2008), have not been removed and are still available to taxpayers. In 

terms of paragraph 12(1), a deduction is granted for capital expenditure incurred in the prevention 

of soil erosion and for expenditure incurred in the eradication of noxious plants (First Schedule to 

the Income Tax Act 58 of 1962).  In addition, the new tax incentives are included in the Act under 

section 37C. The deduction is granted in terms of expenditure incurred by landowners in developing 

an approved conservation management plan on their land. The conservation management plan is 

facilitated in terms of the National Environmental Management: National Biodiversity Act (2004) or 

the National Environmental Management: Protected Areas Act (2003), its aim being to promote 

biodiversity conservation on private land (National Treasury 2008). 
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3.3 Skill s 

Subsequent to the Phase I studies, an assessment into the workforce demands of a Saldanha Bay IDZ 

and the supply potential of an appropriate workforce was deemed necessary. The focus of such an 

assessment was to investigate the workforce requirements of industries to be established in the 

Saldanha Bay IDZ, and also seek to determine the level of skills available in the region and whether 

the output of training providers could satisfy the needs of industry.  

 

The School of Business and Finance within the University of the Western Cape (UWC) was 

appointed through an open procurement process to undertake this assessment and the abbreviated 

key findings, conclusions and recommendations are provided below. Where additional information is 

sought, the complete Saldanha Bay IDZ Feasibility Study: Workforce Assessment can be referred to. 

 

3.3.1 Education and Training Institutions serving the Region  

3.3.1.1 West Coast FET College 

Saldanha Bay has one College, namely the West Coast FET College, which is responsible for the 

majority of training and education in the area, post basic education levels. And as there are no 

universities, the quality and breadth of training is ever more so dependent on the capability and 

capacity of the West Coast FET College. 

 

Table 3.1: Schools and Colleges in the Western Cape and Saldanha Bay, 2001 

Educational Institutions  Western Cape  Saldanha Bay 

Cr¯cheõs 9 3 

Pre-primary Schools 19 7 

Primary Schools 102 12 

Secondary Schools 22 4 

Colleges 3 1 

Universities 3 0 

(Source: Quantec, 2006) 

 

West Coast FET College has campuses in Atlantis, Citrusdal, Malmesbury, Vredenburg and 

Vredendal, but each campus has its own range of courses offered, and also the level of education 

offered. For example, Management courses are only offered at the Atlantis and Vredenburg 

campuses, but Atlantis offers up to NQF Level 4, whereas Vredenburg only to NQF Level 218. 

                                                
18 The NQF consists of three bands, namely General Education (Level 1 ð schooling up to Grade 9 and ABET), 

Further Education and Training (Levels 2 ð 4: Grade 10 ð 12), and Higher Education (levels 5 ð 8). After 
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Table 3.2: Courses offered at West Coast FET College  

Courses offered  Atlantis  Citrusdal  Vredenburg  Vredendal  

Electrical Yes Yes Yes Yes 

Automotive Yes Yes Yes Yes 

Welding Yes Yes Yes Yes 

Mechanical Engineering No No No No 

Civil Engineering No No No No 

Fabrication Yes Yes Yes Yes 

Fitting and turning Yes Yes Yes Yes 

Boiler making No No No No 

Shipwright No No No No 

 

Overall, the college only offers theoretical training and does not offer practical training to its 

students. This is a key challenge to the employ-ability of graduates from the college. 

 

In addition, the International School of Welding is housed at the West Coast FET College. 

Aluminium, carbon and stainless steel welding to international codes, approved by merSETA, the 

Institute of Welding and the dti are taught at the School. There are three intakes of 20 students each 

per year to the School. 

 

At the provincial level, other FET colleges include: 

¶ Boland College, with campuses in Caledon, Paarl, Stellenbosch, Strand and Worcester. 

¶ College of Cape Town, with campuses in Pinelands, Athlone, Guguletu and Thornton. 

¶ False Bay College, with campuses in Westlake and Good Hope. 

¶ South Cape College, with campuses in Mossel Bay and George. 

¶ Northlink College, with campuses in Belhar, Bellville, Wingfield, Goodwood and Table Bay. 

 

As can be seen, there are quite a number of FET colleges operating in the Western Cape, but these 

also differ in the courses offered and the education level thereof. Generally however, FET colleges 

only offer courses up to NQF Level 4, which is considered a key challenge as industry often requires 

training to NQF Level 6, which relates to National First Degrees or Higher Diplomas. 

 

                                                                                                                                                  
completion of Level 1 of the NQF, a learner could achieve a GETC (General Education and Training 

Certificate).and after completion of Level 4 of the NQF, an FETC (Further Education and Training Certificate). 
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The majority of funding for the college originates from merSETA19, the SETA established through the 

Skills Development Act (No. 96 of 1998) which facilitates skills development in the Manufacturing, 

Engineering and Related Services Sector. Research indicated that funding however is erratic as 

merSETA is unable to provide commitments to the collegeõs allocation beyond the year in which 

support is provided. The college also obtains funding from the National Student Financial Aid 

Scheme of South Africa20 (NSFAS) directly or via student loans and bursaries. 

 

Research indicates that these funding streams are however insufficient to sustain the operational 

costs of the college, for example, due to the lack of public transport networks and the location of 

some of the campuses, the college spends a large proportion of its operational budget on private 

transport providers. And as the college also provides accommodation to students, this takes up 

another proportion of its operational budget. 

 

3.3.1.2 Private Training Providers 

Saldanha Bay is also served by private training providers who provide training and apprenticeships to 

supplement the requirement of industry. Funding and training material is traditionally provided by 

merSETA. Research collated in the study indicates that this study material is considered to be out-

dated and therefore of little use to industry, with the result that most training providers create their 

own set of study material at great cost to themselves. This inevitably increases the operational costs 

of the training provider. 

 

Related to the funding from merSETA, private training providers are also subject to fluctuations in 

the funding allocations to them, forcing some to close down or reduce the number of student intake 

for the year. Furthermore, recent changes to merSETAõs allocation policy prioritises funding to 

public FET colleges rather than private training providers An unsustainable business environment 

such as this, places more strain on the college and the ability to meet industry demand from within 

the local communities.  

 

Training providers traditionally draw directly from secondary schools or the unemployed from the 

area, and, distressingly, from the West Coast FET College as well to re-train graduates or school 

leavers so that they may obtain the practical training they require to become more employable and 

                                                
19 merSETA does not train, instead it facilitates the process of training by paying grants, registering moderators 

and assessors, identifying scarce skills, accrediting training providers, monitoring the quality of training and 

implementing projects to close the skills gap. It receives collected levies from the Department of Higher 

Education and Training for funding, of which +-70% is disbursed as grants to training providers. 
20 NSFAS provides financial aid, via loans or bursaries, to South African students through funding received from 

various sources. These sources are mainly the Department of Higher Education & Training, and other funders 

include the Department of Basic Education, the Department of Social Development, the Department of 

Agriculture, and the Eastern Cape Provincial Government. 
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improve the level of their qualification. Private training providers normally set an entrance test 

requirement of new intakes to assess whether they conform to the standards required of the course 

or apprenticeship in question. This is a drastic route as it further restricts the potential output of 

qualified and skilled persons, but is considered necessary by the training providers and in large part 

due to the limited and instable flow of funding available. 

 

3.3.1.3 In-company Training 

By and large, companies normally provide training to maintain the competence of their staff in 

undertaking their work and to progress through the ranks of the company. In Saldanha, some of the 

locally based enterprises train people in-house as part of the recruitment process and/or a social 

responsibility initiative, or alternatively fund students to attend and complete courses at the West 

Coast FET College or private training providers.  

 

The fully in-house in-company option generates large operational costs for companies, and so, it is 

often an option for those enterprises large enough to absorb those costs and risks. 

 

Companies in the region often set entrance exams, similar to the practise of private training 

providers, to assess the skill level of applicants. Anecdotal evidence worryingly indicates that 

graduates from the West Coast FET College often fail this entrance exam, albeit a test set for NQF 

Level 2 skills. This has the consequence of, firstly, companies potentially withdrawing funding of 

students at the college and secondly, of the companies in-contracting workers to meet their 

demand. 

 

3.3.2 Local Workforce Capabilities  

3.3.2.1 Education Levels in Saldanha Bay 

The distribution of achieved education levels across the Districts, for those 20 years and older, 

shows a tendency in the West Coast District of having a larger proportion of its potential labour 

force having lower levels of education, with the second least proportion with higher education. The 

West Coast District does not compare well with the other districts in the Western Cape for all 

education levels: 55% have incomplete primary and secondary schooling (51.7% for the Western 

Cape), 9.2% have no education (5.7% for the Western Cape) and only 6.8% has higher education 

(11.2% for the Western Cape). 
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Table 3.3: Highest education levels for all persons aged 20 years and older for District 

Municipalit ies, 2001 

Education Level  
West 
Coast  

Cape 
Winelands  

Overberg  Eden 
Central 
Karoo  

Cape 
Town  

Western 
Cape 

No schooling   9.2 8.4 7.3 7.8 16.8 4.2 5.7 

Some primary schooling 21.7 21.8 22 20.1 23.3 11.8 15.2 

Completed primary 

schooling 
10.5 9.2 10 8.6 9 7.1 7.9 

Some secondary schooling 33.3 32.2 32.8 31.7 30.5 38.9 36.5 

Grade 12 18.5 19.1 19.4 22.1 14.5 25.4 23.4 

Higher education 6.8 9.3 8.7 9.7 5.9 12.6 11.2 

Total  100 100 100 100 100 100 100 

(Source: StatsSA, Census 2001) 

 

Within the District however, the local municipalities reveal variances in educational attainment. 

Saldanha Bay in its potential labour force, has the lowest proportion of those with no schooling 

(5.1%) and has the highest proportion of those with higher education (7.6%). Overall, Saldanha Bay 

has done combatively well compared to the other municipalities. This can be considered an effect of 

Saldanha Bay becoming a major contributor to the economy of the District. 

 

Table 3.4: Highest education levels for all persons aged 20 years and older for Local 

Municipalities, 2001 

Education Level  Matzikama  Cederberg  Bergrivier  Saldanha Bay  Swartland  DMA  

No schooling   10.8 12 9.7 5.1 10 14.1 

Some primary schooling 22 24.7 23.3 17.2 23.2 24.2 

Completed primary schooling 10.5 12.2 10.7 10 10 13.3 

Some secondary schooling 33.6 30.9 32 38.1 30.7 33.4 

Grade 12 17.1 14.6 18.1 22 18.8 10.6 

Higher education 6.1 5.6 6.3 7.6 7.4 4.4 

Total  100 100 100 100 100 100 

(Source: StatsSA, Census 2001) 

 

3.3.2.2 Distribution of Skill Level 

The skill level does not vary significantly between the province, district municipality and local 

municipality. Unexpectedly, the proportion of Skilled workers to Semi and Unskilled workers is 

surprisingly equal, whilst the proportion of Highly Skilled is vastly lower. In addition, anecdotal 

evidence suggests that the Informally employed is a much larger percentage. 
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Table 3.5: Skill level of the Employed, 2010 

Skill Level  Western Cape  West Coast  Saldanha Bay 

Total employed 1,689,593 89,717 27,140 

Highly Skilled 11% 10% 11% 

Skilled 39% 36% 40% 

Semi and Unskilled 38% 43% 40% 

Informal 12% 11% 9% 

(Source: StatsSA, Census 2001) 

 

3.3.2.3 Supply from the West Coast FET College 

Data from the college reveals a worrying trend of decreasing enrolment across all courses offered 

(see Table 3.6). As stated previously, the college provides education until NQF Level 4 of some 

courses, whereas industry often requires skills to NQF Level 6. With a decreasing number of 

students able to achieve Level 6, albeit with assistance beyond that of the college, this is a dire 

context of the capability of the college to potentially prepare and meet the demand of any industrial 

development in Saldanha Bay. 

 

Table 3.6: Enrolment in West Coast FET College, per NQF Level, 2010  

NQF Level  Electrical Eng.  Eng. & Design  Management  Office Admin  

L2 2128 2093 1512 3822 

L3 798 1162 332 2202 

L4 224 399 182 763 

(Source: West Coast FET College) 

 

Research indicates that of the yearly intake into the college, 75% are recent matriculants, 5% are 

unemployed youth and 20% are students repeating the course. Of those that pass their courses, 

approximately 35% join the ranks of the unemployed and 20% are retrained by private training 

providers or industry before being employed, hinting at the issues of quality as discussed previously 

in section 3.3.1.1. The remainder of graduates (45%) find gainful employment, though anecdotal 

evidence suggests that a significant number move out of the area to secure employment. 

Focusing on current job placement of graduates, the data reveals that the number of graduates from 

the Engineering field taken up by industry is less than half of the number of graduates from 

Management and Office Administration. This could be due to the difficulties industry has identified 

with regard to the college. There is no indication of the number that is retained permanently by 

industry.  
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Table 3.7: Percentage of graduates taken up by industry  

Discipline  Placement Statistics  

Electrical Engineering  16.67% 

Engineering and Related Design 17.65% 

Management 33.33% 

Office Administration 37.31% 

(Source: West Coast FET College) 

 

Lastly, anecdotal evidence suggests that a factor effecting supply from the college is the level of 

experience amongst its teaching staff as they may lack practical industrial experience and so be 

unable to convey the proper context of their curriculum. In addition, it is said the disparity between 

potential earnings from the private sector far outweigh that earned within the public education 

system and hence a òbrain drainó occurs amongst teaching staff. 

 

3.3.2.4 Uncertified Prior Learning 

The research revealed that there are a number of people in Saldanha Bay who have prior learning 

skills and experience, but who are not certified or have not completed their training. This represents 

a major opportunity to utilize local labour in the IDZ.  

 

The South African Oil and Gas Alliance (SAOGA) are investigating the recognition of prior learning 

under the Section 28 rules for those who have not undergone formal apprenticeships or passed a 

Trade Test. In this instance, SAOGA is endeavouring to attract craftsmen into a training scheme and 

thereafter to a test to qualify them as Tradesmen.  

 

SAOGA is very actively attempting to address the skills gap in the Oil and Gas sector to forward the 

development of the industry and support economic growth. Some of the initiatives being investigated 

is a detailed study into the skills gap to uncover best training requirements. They are also 

investigating the creation of a òSkills Factoryó to provide specific practical experience identified in 

the skills gap study. Furthermore, they are investigating developing workplace trainers within 

companies and up-skilling the teaching staff at the West Coast FET College to the industryõs 

requirements, namely a òTrain-the-Traineró project. 
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3.4 Infrastructure  

This section discusses the infrastructure required to accommodate the proposed Saldanha IDZ, and 

the costs associated with expanding the existing infrastructure to support the service requirements 

thereof. 

 

Although infrastructure Master Planning for the greater Saldanha region includes for the expansion 

of services to accommodate demand based on the expected social and economic growth of the 

region, the development of an IDZ will place an additional burden on service delivery over and 

above what was allowed for in the Master Planning. In particular, water- and electricity demand will 

far exceed the current supply levels. 

 

In addition, the environmental sensitivity of the area and the associated public perception on the 

further impact of industrial development places additional requirements on infrastructure planning 

and implementation, such a re-use of water resources, air emission impact, re-cycling of waste and 

generation of renewable energy. 

 

A comprehensive study had been done to assess the service levels of existing infrastructure and to 

determine requirements for future infrastructure expansion to support the proposed IDZ (1). What 

follows in this section is a high level summary of the findings from this study for providing 

infrastructure to support the IDZ. 

 

3.4.1 Water Supply  

Being situated on the semi-arid West Coats, water supply to the greater Saldanha area is under 

pressure due to constant increasing demand. The Saldanha area is being supplied with water from 

the Berg River system controlled by the DWA. Water demand from the current water allocation 

will soon reach capacity and alternative sources need to be established. According to a recent study 

by the WCDM of the options available, desalination of seawater was found to be the most feasible 

option, although expensive. A project had already been approved for the phased implementation of a 

30 Ml/d desalination plant of which the first phase is to come on line in 2017. 

 

Although the low and medium development scenarios of the IDZ will put little additional pressure 

on the water supply system, and therefore require limited extension to existing infrastructure, the 

high scenario will require additional investment to sufficiently address the increased demand. 
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3.4.2 Waste Water Treatmen t  

None of the existing wastewater treatment facilities in the greater Saldanha area has sufficient spare 

capacity to accommodate effluent from the proposed IDZ.  A designated Wastewater Treatment 

Works (WWTW) will therefore have to be provided, suitable for the treatment of the expected 

industrial wastewater, together with the required conveyance systems. The most likely option will 

be to expand the existing Saldanha WWTW. 

 

It is assumed that pre-treatment of effluent and possible re-use of water will form part of the 

systems development of the different industries, in line with current internationally accepted green 

trends. External wastewater treatment facilities could therefore be planned and implemented based 

on this assumption. 

 

3.4.3 Stormwater Drainage  

The greater Saldanha area is characterised by a semi-arid Mediterranean climate with an average 

rainfall of some 270 mm.  Further to this, the topography of the region is relatively flat.  Flooding is 

therefore considered a low risk event. However, contamination of the Bay due to industrial 

pollutants in groundwater is a risk that requires special mitigation measures. 

 

Any stormwater drainage system provided for the IDZ area should therefore be designed and 

implemented in a manner so as to intercept any industrial pollutants and prevent contamination of 

groundwater.  

 

3.4.4 Solid Waste Management  

Currently the registered landfill sites at Vredenburg and Langebaan are nearing their capacity. 

Proposed new regional landfill sites had been identified; however, the process involved in authorising 

these has been mired with setbacks, a matter to be taken into consideration in the planning and 

implementation of the IDZ. 

 

The technical study recommended that a Waste Transfer Station (WTS) and Material Recovery 

Facility (MRF) be established within the proposed IDZ area for the collection of the various waste 

types to facilitate improved collection and re-use, recycling of waste products. It is further 

recommended that waste disposal be done at a regional Landfill Site to be identified. 
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3.4.5 Electricity Supply  

The greater Saldanha Bay region is supplied with electricity form Eskomõs Blouwater substation, 

situated east of the Saldanha Steel complex. This substation is feed from the Aurora Transmission 

Station via a 132 kV line some 50 km to the north east of Saldanha. 

 

The proposed Saldanha IDZ represents a substantial increase in energy demand to what is currently 

expected. Electricity supply is identified as a key limitation to the successful development of the IDZ. 

Eskom currently has limited capacity available to support the IDZ. Extensive capital investment in 

infrastructure will be required to accommodate the expected electrical energy demand. This will 

include a substantial expansion to the regional electricity supply system that will include the 

upgrading of the Aurora - Blouwater line to 400 kV. 

 

The technical study considered supplementary power generation to the functioning of the power 

supply to the proposed IDZ. This was especially identified under the medium and high development 

scenarios where even the strengthening of the local substation is loaded to the limits of operation of 

the installed plant. Liquid Natural Gas, Furnace off-gas, Biogas to energy and a hybrid renewable 

energy plant are all options to be considered. 

 

3.4.6 ICT Infrastructure  

The proposed IDZ development represents a substantial increase in telephone traffic and data 

transmission to what is currently experienced. The capacity on existing communication links is 

considered to be more than adequate to satisfactorily serve the envisaged increase in data and 

communication traffic. However, additional node rooms will have to be created. 

 

Further to fibre based services, the development of the IDZ will substantially increase the cellular 

traffic and existing repeaters are unlikely to be able to accommodate this increase in traffic. The cost 

of expansion of cellular infrastructure is however not included in these development scenarios as 

this will be funded by private companies. 

 

3.4.7 Road Infrastructure  

Well-developed regional road links exist between Saldanha and the rest of the country. Local road 

links are currently operating under capacity and are considered sufficient to serve the proposed IDZ 

development. 
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Current port planning, together with the IDZ development will have an load impact on some roads 

and planning needs to be done around this. This will include upgrading of pavement structure to 

accommodate the increase in load and timeous maintenance thereof. 

 

Regional rail links to and from Saldanha are sufficient and no capital expansion is required to support 

the proposed IDZ.  

 

3.4.8 Total Capital Cost  

The table below presents the accumulated capital costs of all the infrastructure requirements 

described above over the 25 year development scenario of the IDZ. 

 

Table 3.8: Capital expenditure for bulk infrastructure (Rõmillion) 

Bulk Infra structure Sector  Low  Base High  

Water supply                      10                       24                     225  

Wastewater treatment                      46                       84                     116  

Stormwater Drainage                        6                         7                         8  

Solid Waste Management                      19                       19                       19  

Electricity supply                    837                  1 328                  1 530  

Road Infrastructure                    164                     279                     406  

Total                  1 082                  1 741                  2 304  

 

The total capital cost of infrastructure provision therefore will vary between R1.1 billion and R2.3 

billion, depending on the development scenario of the IDZ. Electricity supply stands out to be the 

most costly infrastructure element to be provided.  

 

3.4.9 Phasing of Infrastructure Expansion  

Infrastructure expansion for the IDZ will depend on demand. The demand will depend on 

development scenarios described above. The assumed development scenarios were used to model 

the possible medium and long term capital requirements for infrastructure expansion as detailed in 

the charts below. 
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Figure 3.3: Annual capital cost of infrastructure expansion  

 

 

Each of the scenarios has an initial build up in infrastructure expansion with a definite peak over of 

approximately 3 years. It should be noted that these sudden increases and decreases in capital 

expenditure might have implications for the stability of the construction industry in Saldanha and will 

require a procurement policy to prevent any negative impacts. 
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Figure 3.4: Cumulative capital cost of infrastructure expansion  

 

 

3.5 Housing  

The Saldanha Bay Municipality has an estimated housing backlog of just under 1 700 houses. The 

Saldanha Bay IDP currently budgets for provision of projects representing some 3 200 houses over 

the 2011-2014 period. They further aim to provide 1 000 units per year up to 2020 to ensure all 

households have access to decent housing.  

 

Additional housing demands need to be managed carefully by managing the influx of work-seekers 

through clear information about jobs and skills required long in advance of starting the work. There 

might be fluctuations in workers required from year to year during construction. Given the potential 

short-term nature of this work, local labour should be utilised as much as possible and supplemented 

with contracted-in workers housed temporarily as part of the construction contract awarded.   

 

Furthermore, skills gaps currently exist between what is needed by the anchor industries/projects 

and what is available in the local labour pool. Given the lead time to upskill local labour, many 

workers will initially be brought in from elsewhere, either on temporary contracts or more 

permanently. Some of the skills will be in-contracted as òmobile skillsó, requiring only short-stay 

accommodation facilities such as B&B, lodges or short-rental self-catering accommodations  
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In terms of sustained impacts, the average income for the direct jobs created suggests that additional 

demand for some gap, but mostly middle income housing will be created in the area. There are 

already a large number of coastal developments that have been approved along the West Coast that 

have not yet been fully completed or taken up. These should be completed before any further 

development rights are granted on the basis of òthe Saldanha IDZ creating demandó.  

 

3.6 Healthcare  

The number of permanent job opportunities that will be created will have a direct effect on the 

health sector infrastructure requirements in Saldanha. The low and medium development scenarios 

will require at least an expansion of the capacity of the existing clinic in the region with 50% and 80% 

respectively, whereas the high scenario will require an additional clinic. The cost hereof had been 

accounted for in the financial analysis. 

 

3.7 Education  

The number of permanent job opportunities that will be created will have a direct effect on the 

education infrastructure requirements in Saldanha. Table 3.9 provides the requirements per 

development scenario. The cost hereof had been accounted for in the financial analysis. 

 

Table 3.9: Social infrast ructure demands due to in -migration  

Scenario  Facility  Number  

Low scenario 

Childcare 5 

Primary Schools 1 

Secondary Schools 1 

Base scenario 

Childcare 8 

Primary Schools 2 

Secondary Schools 2 

High scenario 

Childcare 11 

Primary Schools 3 

Secondary Schools 3 
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3.8 Current Economic Outlook  

3.8.1 The Local Economy  

Saldanha Bay is a critical resource for the sustainable growth and development of the Western Cape. 

The deep-water port and surrounding infrastructure have already encouraged the development of 

major industries that contribute positively to local employment and regional and national GDP. The 

size of the Saldanha Bay economy was estimated at R4.6billion in 2010. This makes up around 31% of 

the West Coast Districts total GDP of R14.8billion for that year and 1.3% of the Western Cape 

economy. The Western Cape has increased its relative contribution to the national economy from 

14% to 15% and the City of Cape Town has remained consistent at 74% of the provincial GDP, 

compared to the West Coast District which has declined in relative contribution from 5% to 4%.  

 

Figure 3.5 shows the sectoral contributions to GGP for the Western Cape, West Coast District 

Municipality, Saldanha Bay Municipality and the City of Cape Town for 1996, 2001, 2007 and 2010. 

Saldanha Bay has increased its relative contribution, partly due growth but also due to declines in 

other local municipalities in the District. 

 

Figure 3.5: Sectoral Contributions to GGP, 1996 -2010 

 

Source: Quantec Database, Standardised Regional Data, 2011 
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The West Coast economy is still relatively dependent on primary and secondary sector activities 

(agriculture, forestry and fishing, and manufacturing), while neighbouring Cape Town represents a 

more mature economy with greater reliance on tertiary sector activities (finance and business 

services). As a whole, this results in the Western Cape having a well-diversified economy, with 

meaningful contributions to GDP mainly from secondary (manufacturing) and tertiary (finance and 

business services as well as wholesale and retail trade, catering and accommodation). In addition, the 

West Coast economy is more vulnerable to environmental issues such as climate change and 

declining fish stocks, for example, due to the important role of agriculture, forestry and fishing; while 

Cape Town is more vulnerable to financial sector crises.  

 

However, over time, the relative contributions of the sectors have shifted. Across the board, 

manufacturing has declined in its relative contribution while finance and business services have 

grown in their relative contribution. While a tertiary sector is good for producing higher income 

households, for ensuring there is liquidity and investor confidence in the economy, a fine balance is 

needed between the strength of this sector and the relative strengths of primary (agriculture) and 

secondary (manufacturing) sectors representing the real economy and real productivity. The 

trajectory as above is unsustainable and would eventually lead to a financial and economic crisis if the 

balance is not found. Also clear from the above is the on-going decline of the agriculture and fishing 

sector in the West Coast, largely due to changing agricultural conditions and declining fish stocks 

affecting the welfare of those communities badly. 

 

3.8.2 Population, Emp loyment and Unemployment  

The population of South Africa is estimated at 49.9 million (StatsSA, 2001), having grown at an 

average annual growth rate of 1.24% since 2001. The Western Cape makes up just over 10% of the 

countryõs population at 5.2 million. The estimated average annual growth rate of the province is 

1.99% per annum between 2001 and 2010, down from 2.33% between 1996 and 2001. The majority 

of this population is located in the City of Cape Town (3.4 million). 

 

West Coast District has a total population of approximately 289 000 people, making up 6% of the 

provinceõs population. Its growth rate is estimated to have declined drastically ð down from an 

average of 2.4% between 1996 and 2001 to just 0.95% per annum between 2001 and 2010. This is 

influenced by rural-urban migration.  

 

Saldanha Bay has an estimated 78 000 people residing within its boundaries, representing 27% of the 

West Coast Districtõs population ð up from 24% in 1996, indicating migration within District away 

from areas of declining economic opportunity (such as fishing towns) towards Saldanha Bay were 
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there are more economic opportunities. Saldanha Bayõs population growth rate has, however, also 

declined ð from 3.04% per annum between 1996 and 2001 down to 1.77% per annum from 2001 to 

2010. Despite population growth, Saldanha Bay has shed a net total of 4 010 jobs between 1996 and 

2010, with 2009 seeing a 3.9% decline in employment alone.  

 

Official unemployment data estimates unemployment at: 

¶ 25% nationally,  

¶ 21% in the Western Cape 

¶ 22% in the City of Cape Town 

¶ 18% in the West Coast District and 

¶ 18% in the Saldanha Bay LM 

 

These statistics exclude those people who are classified as ònot economically activeó, which include 

people who choose not work, as well as any unemployed people who have not looked for work in 

the 7 days prior to being surveyed. As such, real unemployment is suspected to be much higher. 

Income data supports this idea ð many people are living on or below the poverty line and it is 

assumed that many of these people would look for work (and be classified as òunemployedó) if it 

werenõt for other barriers facing them as job-seekers, such as the perception that there are no job 

opportunities available, that they do not have the requisite skills, or that the costs of employment 

(transport, day care etc.) exceed the low-wage salaries available.  

 

Saldanha Bay has a small middle-class (less than 10% of households) and upper class (0.45% of 

households) that form the more affluent residential economic base on which the rest of the 

population will rely for work, hand-outs, taxes to subsidise services and grants, and support of their 

small enterprises and so on. This is not a sustainable socio-economic situation and speaks to the 

urgency with which the private and public sectors need to create job-driven economic growth that 

addresses both unemployment and incomes. 
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3.9 Legal Context  

3.9.1 Overview  

The legal entity is established for the strategic planning, establishment, design, operation, 

management and control of the intended IDZ and any associated projects, with the objective in both 

the short and long term, of providing a mechanism in order to involve the private sector in 

appropriate ventures and projects. 

 

3.9.2 Context  

The appropriate structure in which to proceed is informed by the following principal legislative 

enactments: 

¶ the Public Finance Management Act, No. 1 of 1999  

¶ the Companies Act, No. 71 of 2008. Where reference is to the previous Companies Act, 

namely Act No. 61 of 1973, this is referred to as "the old Companies Act"; 

¶ the Local Government: Municipal Systems Act, No. 32 of 2000 . 

¶ the Treasury Regulations promulgated in terms of the Public Finance Management Act  

 

In addition, in order to understand properly the context the following is taken into consideration:  

¶ Zone (IDZ) Programme Guidelines, issued by the DTI in September 2008; the Western 

Cape Investment and Trade Promotion Agency Act, No. 3 of 1996. 

¶ Section 21A of the Customs and Excise Act, No 91 of 1964, which deals with the 

administration of the customs controlled areas within IDZs. 

¶ Section 10 of the Manufacturing Development Act, No. 187 of 1993. 

¶ The Regulations promulgated by the DTI in terms of the Manufacturing Development Act. 

¶ The Industrial Development. 

 

3.9.3 Recommended entity  

The recommended legal entity is a Non-profit company ("NPC"). 

A non-profit company is defined in the Companies Act as a company -  

"(a) incorporated for a public benefit or other object as required by item 1(1) of 

Schedule 1; and  

(b) the income and property of which are not distributable to it incorporators, 

members, directors, officers or persons related to any of them except to the extent 

permitted by it 1(3) of Schedule 1." 

 

In fulfilling the functions set as envisaged, the entity will be fulfilling a public benefit.  In addition, if the 

bodies which own and/or control the entity are spheres of government (national, provincial and 
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local), there will be no need to distribute income or property to them.  Any profit generated by the 

entity will be utilised for the fulfilment of the entity's objectives.  This classically is the endeavour 

fulfilled by an NPC, known under the old Companies Act as "a section 21 company" or "association 

not for gain".  Points of note are: 

¶ An NPC must be incorporated by 3 or more persons.  

¶ A shelf company, established in terms of section 21 of the old Companies Act, could be 

utilised as the entity.  The entity would then have until 30 April 2013 (the 2 year period of 

grace afforded by the Companies Act) to adapt its governing documentation (the old 

Memorandum and Articles of Association) to comply with the requirements of the 

Companies Act. 

¶ It is not a requirement that an NPC has members.  It can simply be governed by directors, 

each of whom would be appointed by the relevant sphere of government. In this regard it 

would be feasible, for National. Provincial and Local Government to be represented, and by 

virtue of their appointment, the relevant spheres of government would maintain a measure 

of control. 

¶ The NPC will be very rigidly constrained by the provisions of the Companies Act.  

¶ Even though the NPC would be independent of government, it will still be entitled to 

receive grants from government.  Provision for this is contained in section 38(1)(j) of the 

Public Finance Management Act which provides for funds to be transferred to entities 

"outside government" provided that, before transferring any funds, the provincial 

departments granting the funds -  

"must obtain a written assurance from the entity that that entity implements effective, efficient and 

transparent financial management and internal control systems, or, if such written assurance is not 

or cannot be given, render the transfer of the funds subject to conditions and remedial measures 

requiring the entity to establish and implement effective, efficient and transparent financial 

management and internal control systems." 

¶ The borrowing powers of an NPC are not constrained.  They will simply be regulated by the 

NPC's Memorandum of Incorporation. 

¶ Subject to its Memorandum of Incorporation, the NPC will be free to establish subsidiary 

companies and/or divisions or committees, such as an Operations Committee. 

¶ The major constraint with regard to the establishment of an NPC relates to dissolution, or 

conversion to another type of entity.  In terms of item 2(a) of the First Schedule to the 

Companies Act, an NPC may not amalgamate, merge with or convert to a profit company.  

It is not, however, prohibited from amalgamating, merging with or converting to a state-

owned company, such as a PGBE or other provincial public entity.  If the NPC is wound up 
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or dissolved, then its net value must be transferred to an entity having objects similar to the 

objects of the NPC.   
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4 Market Potential  

4.1 Re-visiting the Saldanha Bay economic context  

As discussed in section 3.8, the size of the Saldanha Bay economy was estimated at R4.6 billion in 

201021, which made up around 31% of the West Coast District Municipalityõs total GDP of R14.8 

billion for that year.  

 

Table 4.1: Spatial Distributions of GDP, 1996 -2010 

Ratio  1996 2001 2007 2010 

WC  as % of SA 14% 14% 15% 15% 

CoCT as % of WC 74% 74% 74% 74% 

WCDM as % of WC 5% 5% 4% 4% 

SBM as % of WC 1% 1% 1% 1% 

SBM as % of WCDM 29% 28% 30% 31% 

Source: Quantec Database, Standardised Regional Data, 2011 

 

Table 4.1 shows that Saldanha Bay has increased its relative contribution, partly due to growth, but 

also due to declines in other local municipalities in the District, in particular Matzikama and 

Swartland local municipalities. However, this economic growth has not translated to employment 

growth.  

 

The Saldanha Bay LM has an estimated 77,814 people22 residing within its boundaries, representing 

27% of the WCDMõs population ð up from 24% in 1996, indicating migration within the district away 

from areas of declining economic opportunity (such as fishing towns) towards Saldanha Bay were 

there are more economic opportunities. Saldanha Bayõs population growth rate has, however, also 

declined ð from 3.04% per annum between 1996 and 2001 down to 1.77% per annum from 2001 to 

2010. 

 

Despite population growth, Saldanha Bay has shed a net total of 4,010 jobs between 1996 and 2010, 

with 2009 seeing a 3.9% decline in employment alone. Official unemployment data estimates 

unemployment at 25% nationally, 21% in the Western Cape, 22% in the City of Cape Town, 18% in 

the West Coast District Municipality and 18% in Saldanha Bay.  And as discussed in section 3.8, with 

89.6% of persons in Saldanha Bay living on R38,400 or less (low income category), the majority of 

                                                
21 Quantec database 
22 Based on Census 2001 and as such, population and employment data are estimates. There is often 

contention around these figures as they may not accurately estimate in-migration of foreigners, or other 

factors influencing population size. 
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persons are unable or barely able to meet even their most basic needs with the implication that 

most are reliant on government grants, charity and other means to survive.  

 

Furthermore, with a small middle-class (less than 10% of households) and upper class (0.45% of 

households) that form the more affluent residential economic base, on which the rest of the 

population rely for work, hand-outs, taxes to subsidise services and grants, and support of their 

small enterprises, etc., this makes for an unsustainable socio-economic situation and speaks to the 

urgency with which the private and public sectors need to create job-driven economic growth that 

addresses both unemployment and incomes. 

 

Table 4.2: Household Incomes, 2010  

Annual Income South Africa 
Western 

Cape 
CoCT WCDM SBM 

No income 68.21% 56.21% 57.62% 50.33% 55.08% 

R 1 - R 4 800 5.79% 4.07% 2.97% 5.85% 3.04% 

R 4 801 - R 9 600 9.72% 11.48% 8.25% 19.44% 9.88% 

R 9 601- R 19 200 5.37% 9.50% 9.59% 10.21% 12.77% 

R 19 201- R 38 400 4.61% 7.74% 8.62% 6.49% 8.84% 

Total low income  93.70% 89.00% 87.05% 92.32% 89.61% 

R 38 401 - R 76 800 3.36% 5.85% 6.74% 4.55% 6.06% 

R 76 801 - R 153 600 1.80% 3.16% 3.74% 2.03% 3.02% 

R 153 601 - R 307 200 0.69% 1.27% 1.60% 0.62% 0.86% 

Total middle income  5.86% 10.28% 12.08% 7.21% 9.94% 

R 307 201- R 614 400 0.24% 0.41% 0.51% 0.22% 0.28% 

R 614 401 - R 1 228 800 0.10% 0.16% 0.18% 0.13% 0.08% 

R 1 228 801 - R 2 457 600 0.08% 0.11% 0.13% 0.08% 0.07% 

R 2 457 601 or more 0.03% 0.05% 0.05% 0.03% 0.02% 

Total high income  0.44% 0.72% 0.87% 0.47% 0.45% 

 

  



Saldanha Bay IDZ Feasibility Study 

 

October 2011 68 

4.2 Opportunities of t he West Coast of Africa  

There can be little doubt that the West Coast of Africa has the potential for significant growth over 

the next decade with resulting benefits expected to ports and economies in the region. Close on the 

heels of Nigeria, Angola is undertaking developments into expanding its oil and gas industries, which 

are expected to attract further investment and see Angola join the ranks of the key oil producers in 

Africa.  

Closer to home, the Namibian Ministry of Mines has recently commented that in addition to the 

potential 9-trillion cubic feet of gas in the Kudu gas field, òrecent estimates suggest offshore Namibia 

contains about 166-billion barrels of original oil in place, the mean prospective resources are about 

42,6-billion barrels of oil, and 128,8 (trillion cubic feet) of gas prospective resourcesó23. These 

developments, along with the discovery of 25 trillion cubic feet of natural gas in the Ibhubesi gas 

fields, are expected to increase the demand for shipping and shipping related services24. Relating to 

the expected increase in shipping, as well as improved links to inland economies, Walvis Bay is 

currently planning to spend R2.7 billion doubling its container terminal capacity25 and is in the 

process of constructing its second floating dry dock, just four years after the launch of its first one. 

 

Moving further south, the Port of Cape Town is also gearing up for increased demand for services, 

with the National Ports Authority conducting various feasibility studies into potential expansion 

projects. However, even with these expansion plans, early indications are that Cape Town will have 

difficulty developing to the required scale due to spatial and environmental constraints. The next 

logical development then is the expansion of the Saldanha Bay Port and back-of-port area to service 

markets from the Western Cape coast. 

 

4.3 Methodology  

The methodology adopted to assess and evaluate the market potential of an IDZ at Saldanha Bay 

was a two-step process and herewith follows a brief overview of the process utilized. 

 

4.3.1 Project Selection  

Firstly a Project Selection process was undertaken with the aim of reducing a òlong-listó of 

opportunities into an intelligent òshort-listó of high potential catalytic projects/enterprises, albeit 

over the 25 year view, to enable a focussed assessment and evaluation to take place and so ensuring 

that the development scenarios put forward are achievable. 

 

                                                
23 Engineering News, òNamibia woos oil operators to prospective fieldsó, 05 November 2010. 
24 Frost & Sullivan, òSouthern African Oil and Gas Marketó, 2010. 
25 DredgingToday, òNamibia: Namport Plans to Invest in Walvis Bay Port Developmentó, 2010. 
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The starting point for the analysis was a long-list of potential projects grouped according to the 

clusters identified in the Pre-Feasibility Study, that is: 

¶ A Renewable Energy Production and Manufacturing Cluster 

¶ An Oil Supply Base/Hub servicing the Oil and Gas Cluster and a Maritime Ship Building and 

Repair Cluster 

¶ A Steel and Minerals Production and Manufacturing Cluster 

A set of pre-qualification criteria were utilized to guide the filtering process (see Figure 4.1 below), 

namely: 

1. The legislative requirements of an IDZ. 

2. Alignment with national and/or regional development strategies identified through relevant 

policy/project documents, including the Western Cape Micro Economic Development 

Strategy (MEDS); the Saldanha Bay Local Economic Development Strategy (LEDS); the 

Saldanha Bay Spatial Development Framework (SDF), IPAP2, and others. 

3. Projects had to be sufficiently mature in terms of the commercial application of technologies, 

processes and business models. 

4. Projects needed to be tangible manufacturing- or service-based activities with the potential 

to attract investors to the IDZ with activities linked to an allowed activity within the IDZ 

boundary. 

5. There had to be no obvious limiting factors such as immediate environmental or land 

availability òno-goõsó. 

 

Figure  4.1: Conceptual filter utilized to identify the òshort-listó of projects 

 

 

In order to evaluate each project/enterprise according to these criteria, preliminary investigations 

were undertaken to allow an understanding of each identified project, in order to assess the 

likelihood of the project being both suitable to the IDZ and able to contribute to the development 
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thereof. This was an iterative process where òblack-boxó concepts ð basic project descriptions - 

were developed, tested and refined in order to generate and identify the short-list of projects. The 

recommendations that were made (of the short-list) were supported by the availability of secondary 

data from other project research, internal Frost & Sullivan databases, and other readily available 

market reports. Targeted interviews with industry stakeholders and technical experts were another 

form of verifying the òshort-listó and finally discussions within the Feasibility project team and the 

Operations Committee. To reiterate, the objective of the Project Selection process was not to 

undertake a detailed analysis of the projects, but rather to gather sufficient information to eliminate 

obvious non-contenders and, following this, filter intelligently to a manageable number of high-

potential projects which will feed into the next step of the market potential analysis. 

 

4.3.2 Project Feasibility Analysis  

The aim of the Project Feasibility Analysis was to, at an enterprise level; undertake a commercial 

feasibility assessment of the òshort-listó of projects identified thus far to understand their 

opportunities, challenges and requirements of being located within an IDZ and/or supporting the 

development of an IDZ. 

 

Various steps were undertaken in the evaluation of each project/enterprise identified, namely: 

1. Introduction and project description: The first part of the analysis was used to introduce the 

proposed project and describe it in sufficient detail so as to allow for the analysis. 

2. Key trends driving growth: Moving to the markets related to the projects, key trends driving 

the growth in the respective projectsõ industries were described with specific reference to 

implications for the Saldanha Bay IDZ. This section also served to introduce the market data 

used to understand the market analysis hereafter26. 

3. Market analysis: Key market data was necessary to gain an in-principle understanding of the 

potential opportunity that is presented. The type of analysis differs for each project based on 

the level of maturity of the market, the data available for analysis and the type of industry 

being analysed. In some instances, high-level revenue models were developed based on likely 

scenarios, while in other instances the evaluation was based on case studies and benchmark 

data27. 

4. Evaluating the feasibility: In order to cover the relevant elements of the evaluation, a 

framework used by Industry Canada (the Canadian Equivalent of South Africaõs DTI) was 

used and adapted for the purposes of this analysis. This framework is well-suited to evaluate 

                                                
26 Due to confidentiality clauses imposed on Frost & Sullivan in collating their market data, specific market data 

for some projects are not reflected in this document. 
27 Same as point 10 above. 
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the challenges presented in an opportunity at a strategic level and therefore is well aligned 

with this project. The framework contains the following elements: 

ð Access to the required technologies and design ownership 

ð Current and expected market demand 

ð The level of competition in the market 

ð Technical requirements 

ð Financial constraints (Initial investment/ capital costs, start-up costs) 

ð Potential for job creation  

ð Project maturity and current level of interest 

ð Economic potential 

5. Upstream and downstream benefits: While the analysis focuses on the primary 

product/service markets, it is important to also consider the added benefits of upstream and 

downstream effects. This section briefly discusses these benefits. 

6. Key challenges: By virtue of the fact that most of these initiatives are still in their conceptual 

or planning phases, each project has a number of challenges to overcome. And while there 

are expected to be many foreseen and unforeseen challenges for these projects and the IDZ 

in the months and years to come, there are certain challenges that will be more significant 

than others at this stage of the IDZõs strategic development. This section will focus on these 

core challenges.  

7. Concluding Remarks: The project is reviewed in light of IDZ legislative guidelines, which will 

ultimately structure the future path of the Saldanha Bay IDZ. For each project, the reasons 

for inclusion in an IDZ are highlighted and the potential benefits of the projects reiterated. 

Further discussions on the challenges to be addressed balance the concluding remarks. 

 

4.4 Project Selection Results  

The following serves to illustrate the results of the iterative filtering process per cluster. The 

estimated level of opportunity for the projects and the level of maturity of the potential projects are 

depicted, as well as which projects, though overall favourable for development in Saldanha, are not 

suitable for development within an IDZ, have significant constraints, are secondary development 

projects and are not in alignment with developmental policyõs key focus areas. 

 

A more detailed discussion of each short-listed projectõs feasibility follows in section 4.5. 

 

4.4.1 Renewable Energy Producti on and Manufacturing Cluster  

In terms of the Saldanha Bay region, this cluster has the potential to house a diverse range of 

projects due to the natural strengths of the Saldanha Bay region and the West Coast, namely the 
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prevalent high wind speeds which average 6.5m/s allowing for potential large-scale wind farms, the 

potential to utilize agricultural waste for biomass co-generation plants from the agricultural lands 

surrounding the municipality and the high levels of solar radiation received, and so forth. 

 

Figure 4.2 illustrates the results of the Project Selection process within the Renewable Energy 

Cluster.  

 

Figure 4.2: Preliminary Identification:  Renewable Energy Production and Manufacturing Cluster   

 

 

Projects that were found to be unsuitable inclusion in the IDZ boundary are those projects which 

would be rather best placed to feed into or feed off the development of the IDZ. These include wind 

mast projects and testing facilities, onshore wind farms, solar farms, service and logistics centres, and 

biomass co-generation projects. In some instances for the òservice projectsó, it is anticipated that 

these will develop as a natural progression for the IDZ. The projects in this category could still be 

considered viable developments for the Saldanha Bay Municipality, and could serve to generate 

ôdemandõ markets for IDZ based enterprises. 

 

Projects with significant constraints, regardless of whether they are suitable for inclusion in the IDZ 

or not, are not considered feasible at this stage as they are reliant on high technology processes and 

knowledge. These include wave energy projects and the offshore wind farms, which have only been 

successful in a small number of countries globally and their technologies would require intensive 

research and development. 
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It was determined that the two most likely projects for the Saldanha Bay IDZ were the component 

manufacturing and assembly plants for a Wind Blade and Turbine manufacturing facility and a Solar 

Component assembly plant. These projects have potential to utilise the Port of Saldanha Bay for 

import and export purposes and are likely to generate manufacturing value-added activities that will 

benefit the local and national economy. In addition, they could serve to catalyse the development for 

further investment into large-scale energy projects, for example, wind farms in the Western Cape. 

The wind component manufacturing and solar assembly plant have potential to catalyse 

the development of the renewable energy cluster  in the Western Cape.  

 

4.4.2 Oil Supply Base/Hub servicing the Oil and Ga s Cluster and a Maritime Ship 

Building and Repair Cluster  

The majority of the projects described in this cluster are typically service-based, or provide 

infrastructure that may have a direct bearing on attracting additional investment into the IDZ. So 

despite not necessarily being a tangible manufacturing activity in the IDZ, selected services, and their 

necessary infrastructure, are likely to support and shape the development of the IDZ. 

 

Figure 4.3 illustrates the results of the Project Selection process within the Oil and Gas Cluster and 

a Maritime Ship Building and Repair Cluster. 

 

Figure 4.3: Preliminary Identification: Oil & Gas and Maritime Ship Repair Production and 

Manufacturing Cluster  
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Projects, which though require significant capital investment in infrastructure and equipment, could 

support the development of many downstream job creation and economic growth opportunities. 

These projects include an Offshore Supply Base (OSB) and a dry-docking facility (land-based OR 

floating dry dock) for Ship Repair. These projects would benefit from being located in an IDZ due to 

the functioning of a CCA within an IDZ, and the benefits thereof as a òfree portó28.  Furthermore, 

this cluster is considered mature and imminent due to the recent marine repair activities in the 

Saldanha Bay Port29.  

 

The opportunity to develop a dedicated container terminal and related services terminal is included 

in these key projects as they would have significant bearing on the investment required for the IDZ 

development and furthermore, that Transnet National Ports Authority (TNPA) has indicated that 

South Africa is increasingly become a trans-shipment destination which encourages demand for 

container terminals and storage facilities. 

 

Secondary development projects, excluded from our development scenario, typically include smaller 

projects or projects that could develop in the long-term as a result of catalyst projects such as the 

OSB. Ship Building was included in this category largely because it was not considered as a likely 

catalytic project. 

 

Projects with significant constraints or are not clearly suitable for development within the IDZ 

boundary include such projects as a Gas-to-Liquid Fuel project, an Open Cycle Gas Turbine 

(OCGT) project or a Combined Cycle Gas Turbine (CCGT) project. The discovery of oil and gas 

reserves in the vicinity of the West Coast have resulted in many possible projects including a 

modular oil refinery and the above mentioned projects, but, as was the case with energy projects in 

the Renewable Energy Cluster, energy related projects are likely to support future energy 

requirements and possibly add to the demand for outputs from manufacturing activity within the 

IDZ. Similarly for a Cement Manufacturing Plant, though there are potential investors, but due to 

reduced demand and oversupply in the market, it is not a short-term investment option. 

Aquaculture and Mariculture were equally expected to be small scale in comparison with the key 

infrastructure development projects. 

 

                                                
28 The generic definition of a òfree portó is an area encompassing an entire port area such as Hong Kong, Isla 

Margarita, Panama, and Singapore, where imported merchandise may be stored duty-free pending re-export or 

duty-paid entry into the importing country. http://www.businessdictionary.com/definition/free-port.html  
29 Transoceanõs GSF Celtic Sea oil rig which recently underwent repair in Saldanha Bay, at the Small Bay 

general purpose quay, had by mid-July 2011 utilized 500,000 man-hours and generated ZAR 300 million in 

revenue to the economy. But, because dry-docking facilities are not available in Saldanha Bay, only wet-work 

and refit work could be done. 

http://www.businessdictionary.com/definition/free-port.html
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The provision of adequate and modern infrastructure is key to the development of the 

IDZ and attracting FDI into the local economy . 

 

4.4.3 Steel and Minerals Production and Manufacturing Cluster  

The steel and minerals projects include mainly energy-intensive, large-scale industrial projects, which 

form the core of South Africaõs industrial development strategy30. Although these projects have 

environmental challenges, they are typical of IDZ catalytic projects as they generate large revenues 

for the local economy and provide many employment opportunities. 

 

Figure 4.4 illustrates the results of the Project Selection process within the Steel and Minerals 

Production and Manufacturing Cluster. 

 

Figure 4.4: Preli minary Identification: Steel & Minerals Production and Manufacturing Cluster  

 

 

The beneficiation projects described in the figure above are deemed most suitable for an IDZ 

development at Saldanha Bay as the region already produces a number of the feedstock materials 

which are suitable for beneficiation, such as titania slag and pig iron. The projects that have, or are 

likely to draw investor interest, include titania slag beneficiation, Hot Briquetted Iron (HBI) 

production, zircon beneficiation, and cast iron production. The fabrication of structural steel was 

also been included for further study because of the potential for the country to generate value-

                                                
30New Growth Path Plan (2010) and IPAP2 (2010 ð 2014) 
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added activities in the local economy due to the close proximity of Arcelor Mittal Saldanha Steel 

feedstocks. 

 

Secondary development projects are identified that could support development in the IDZ, but are 

considered secondary to the core development. They remain potentially feasible options in the long-

term. This includes a ceramic tile manufacturing plant, a tooling manufacturing plant, and a 

manganese ore smelter. For example, if the zircon beneficiation plant were to proceed, the potential 

for development of the ceramic tile manufacturing industry nearby would be a natural progression 

since the end-product (milled zircon) is a feedstock required for ceramics.  

 

The valuable resources in the area promote the development of downstream 

manufacturing activity in heavy industries . 

 

4.5 Project Feasibility Results 

Here follows a summary of the results of the detailed analysis and evaluation of the feasibility of the 

òshort-listó projects. 

 

4.5.1 Exclusion of some òshort-listó projects 

After further engagement with stakeholders, the Operations Committee and research, some of the 

short-list projects were excluded for further analysis and input into the three development scenarios 

created to analyse the opportunities and challenges of an IDZ at Saldanha Bay. Table 4.3 summarises 

the rationale for those projects excluded. 
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Table 4.3: Projects excluded from further anal ysis 

Excluded short -list project  Rationale  

Solar component production and 

assembly enterprise 

The major market driver for solar component manufacturing is the 

increased demand for solar power as a viable energy source for 

residential and small-scale commercial applications. The potential 

projects must be viewed in light of various considerations that will 

determine whether a Photovoltaic (PV) module assembly plant or a 

Concentrated Solar Power (CSP) component manufacturing plant is 

established. Since there are no large-scale, grid-connected solar 

projects in Sub-Saharan Africa, it is challenging to measure the 

commercial feasibility of any solar assembly or manufacturing plant. 

Therefore, the project can only be assessed with various 

considerations in mind, including the proposed 600MW capacity from 

the 2010 IRP Guidelines, and the 5GW solar park near Upington. The 

potential of the 5GW solar park may result in investors developing 

manufacturing and assembly facilities within the òsolar corridoró i.e. 

near Upington, and not in Saldanha Bay. 

Container terminal expansion activity The environmental challenges of the massive expansion plans required 

make the container terminal expansion quite unrealistic for inclusion 

in the IDZ. Equally compelling for exclusion is the lack of current 

demand combined with the TNPAõs commitment to increase capacity 

rather in Cape Town, Ngqura and Durban. 

Structural steel fabrication enterprise Competition from low cost producers who are on average 36% less 

expensive, makes this project highly unrealistic to include in the IDZ 

as this level of operational efficiencies are beyond the control and 

influence of short-and medium-term policy changes. High steel prices 

and the increasing global demand for highly volatile scrap metal also 

make this project difficult to develop. This project also has a great 

dependency on electricity pricing structures. There is also very 

limited access to the required level of skills. 

Cast iron manufacturing enterprise Energy requirements in metal casting are significant and so pose a 

conundrum for a vision of a low carbon-based future. Dependency on 

stable, competitively priced electricity and steel also poses risks for 

investment. Furthermore, research and development will be costly 

but required to maintain the industryõs position in the global market 

place. This project also has a great dependency on the supply of scrap 

metal. 
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Overall, the reasoning behind excluding these projects is based on: 

¶ The feedstocks required, and in particular those of scrap metal, are prone to price volatility 

hence fluctuations in market demand. Securing long-term supply contracts are vital to the 

project. Due to these reasons, this risk is deemed excessive for the level of investment and 

commitment required, particularly of a catalytic project, such that is required. 

¶ Securing supply of steel, at competitive pricing structures, are also vital to some of the 

projects. And, similar to the reasoning above for scrap metal, this was considered to be an 

excessive risk for the level of investment and commitment required. 

¶ The immaturity of the project, in particular those requiring extensive research and 

development to solidify the commercial and economic opportunity present and improve the 

confidence of the market data. 

¶ The level of competition in the various markets, in particular those which are considered to 

be key limiting factors to investing in Saldanha Bay. 

 

4.5.2 Market Potential of the projects  

Table 4.4 provides the summarized results of the commercial feasibility evaluation of those projects 

which were retained for the three IDZ development Scenarios, namely the Optimistic, Base and 

Pessimistic Scenarios. Based on this stratagem, the projects have differing market potentials and 

growth for each development scenario, but overall have a high likelihood of occurring. That being 

said, it stands to reason therefore that only the ability to address and rationalize their challenges and 

fundamental needs need stand in the way of making the Saldanha Bay IDZ successful. 
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Tabl e 4.4: Summary of key qualitative data, per project  

Project  Brief description 

of project  

Likelihood 

of project  

Public sector support  

requirements   

Sources of funding  

Marine Repair 

(MR) 

Port infrastructure 

development of a 

new quay and dry-

docking facilities for 

the repair of O&G 

vessels. 

High - A òfree portó. 

- Land lease arrangement 

with TNPA. 

- IPP 12-I tax deductions 

100% private sector 

funding available.  

Offshore 

Supply Base 

(OSB) 

Port infrastructure 

development of a 

supply quay and 

laydown area for 

supply of goods to 

offshore O&G 

sector. 

High - A òfree portó. 

- Land lease arrangement 

with TNPA. 

100% private sector 

funding available. 

Hot 

Briquetted 

Iron (HBI) 

manufacturing 

50,000tpa31 via a 

Finesmelt-type 

plant. 

Low - Competitiveness of SA steel 

industry key factor (access 

to iron ore at competitive 

prices). 

- To support future exports, 

no import duties on 

equipment, no export duties 

on beneficiated products. 

- Capital investment too low 

to qualify for IPP 12-I. 

A joint venture 

between private 

sector and public 

sector. 

Titanium and 

Zircon 

(Ti/Zr) 

Complex  

15,000tpa of 

titanium metal + 

2,000tpa of 

zirconium metals + 

3,000tpaof solar 

grade silicon + 

5,000tpa high grade 

silicon. 

High ð  

Bankable 

feasibility to 

be 

complete 

end 2012 

- To support future exports, 

no import duties on 

equipment, no export duties 

on beneficiated products, 

tax holidays. 

- CIP grants from DTI. 

A joint venture 

between private and 

public sector. 

Wind Blade 

manufacturing 

100 sets of wind 

turbine blades per 

annum. 

High but 

could be in 

Vredenburg 

- Nersa Refit. 

- Capital investment too low 

to qualify for  IPP 12-I. 

100% private funding 

available. 

Renewable 

Energy 

Industry 

2,000 Solar Water 

Heater units per 

month. 

High - National Building 

Regulations and Building 

Standards Act. 

- 12i Tax Allowance. 

- MIP. 

100% private funding 

available. 

 

4.5.2.1 Marine Repair 

Marine repair includes inspection, servicing, and repair of vessels and equipment. Existing repair work in 

Saldanha Bay is being done on an ad-hoc basis using the general purpose quay in Small Bay, along the 

Kumba iron ore line. Marine repair facilities represent a greenfields opportunity for Saldanha Bay. 

 

                                                
31 Tpa = tons per annum. 
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There is clear evidence that there is an increased demand globally for ship repair services, with the 

global ship repair market demand forecasted growth at a CAGR of 3.1% from 2010 to 201532. While 

the expected growth rate of 3.1% may seem marginal, it should be noted that this is an industry that 

generates large amounts of direct and indirect revenue and therefore a small increase in growth can 

have significant impact. For example, industry participants have indicated that it would cost a 

shipping company between $2 and $3 million for 7 days work on a 50,000 dwt vessel in Cape Town; 

the spin-offs from this feed second and third tier suppliers and service providers. With regards to 

the local market, the TNPA estimates that South Africa has the potential to support 19 dry docks, 

despite the fact that South Africa already has more dry dock facilities than any other country on the 

African continent. 

 

Figure 4.5: IDZ guideline rating for the operation of a Dry Dock  

 

 

In terms of catering for the needs of the offshore Oil & Gas industry, the development of marine 

repair facilities (rigs and other vessels) will most likely be the main anchor in Saldanha Bay and will 

influence the development and viability of an OSB. The two projects should and will develop side by 

side and ideally be treated as one.  International case studies of OSBs, for example, Loyang in 

Singapore, the Australian Marine Centre and the OSB at Bergen, indicate that repair/fabrication 

facilities form a significant part of both the infrastructure and activities of such a centre. 

 

Private sector is geared to fund and develop infrastructure developments at Saldanha Bay. This 

includes the upgrade of repair quays; creation of new repair quay; and a dry dock for repair, 

                                                
32 Ocean Shipping Consultants, òThe world Ship Repair Market to 2015ó, October 2008. 
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conversion and fabrication of vessels. Presentations to and negotiations with government 

stakeholders are well under way, and there is a very real possibility of going ahead within the next 5 

years. 

 

This is not however to say that the magnitude of this opportunity or the likelihood of its success is 

clear, as the success will be dependent on the ultimate pricing of the services, the quality of the 

services, the reputation of the operator, the types of vessels that are attracted to the port and the 

region in the future, and even ship repair developments in major oil producing nations such as 

Angola and Nigeria. What is clear is that, should a private company overcome the challenges of 

gaining a license to operate and then finding a target market in which to compete, this project could 

have far reaching, positive implications for the IDZ. 

 

Walvis Bay, for instance has seen such an increase in demand that they have commissioned the 

construction of their second floating dry dock33, just 4 years after their first dry dock went into 

production. Dry dock facilities also require a number of supporting companies who provide the 

necessary services to enable efficient and timely ship repairs, for example, in Durban, the graving dry 

dock34 makes use of the services of over 15 companies who are based nearby, including warehousing 

facilities, spare part suppliers, paint suppliers and sand blasting services. 

 

Further to this, if the planned OSB development goes ahead, Saldanha is likely to become more 

attractive as a trans-shipment and supply destination, which could also influence ship ownersõ 

decision to mark the port as a chosen servicing and repair destination.  

The exact nature of the docking facilities is still unclear (graving dock / floating dock / shiplift) given 

that stakeholders seem to have vastly different opinions on this matter. A graving dry dock facility 

could have significant negative impact on the environment if not managed correctly. This is as a 

result of both the dredging required and construction required to build the facility. Both floating and 

graving dry docks require a significant investment for disposal of waste from hull scraping and the 

metallic dust produced from sand blasting. 

 

Figures utilized in the development scenario represent graving dock facilities (similar to Sturrock 

dock in Cape Town, only larger); the financial implications of the different types of docking facilities 

                                                
33 A floating dry dock is a type of pontoon possessing floodable buoyancy chambers and a òU-shapedó cross 

section. Once flooded, the structure submerges to the point where the vessel can be cradled in the structure 

before the buoyancy chambers re-float raising the ship out of the water. 
34 A graving dry dock is an excavated piece of dry land that forms a rectangular basin or dock, usually made of 

concrete into which a vessel may be floated and the water pumped out, leaving the vessel supported on 

supporting structures. 
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do not differ greatly. Capital expenditure is in the order of R 1.62 billion with roughly R750 million 

to be spent on quay infrastructure and the remainder on dry docking facilities. 

 

Two possible business models exist for the operations of a Marine Repair facility, namely: 

1. A common user model, for example, the Australian Marine Centre, where Port 

infrastructure is funded by the public sector with TNPA as òlandlordó. TNPA would be 

required to raise funds abroad for the investment. Private companies would then rent 

facilities on a common user basis from TNPA. 

2. A privately owned model with 100% private sector backing, who in turn would arrange 

finance with other parties. Partnering with parastatals would be beneficial to the private 

investor. The specific company/companies would lease land from TNPA and in turn lease the 

facilities to other companies, or retain a monopoly. 

 

An area of 40ha is minimally required for a dry dock area, layout areas, and workshops. Dependant 

on the business model described above, a land lease agreement with TNPA for a period of 25 to 30 

years lease would be required to justify the private capital expenditure on infrastructure. IDZ 

related fiscal incentives including VAT redemption on infrastructure developments and utilities, and 

income tax deductions would be a definite benefit but will not necessarily influence the likelihood of 

the project. In the case of private funding, IPP 12-I tax incentives on manufacturing assets and 

training costs could apply. A free port would be required, mainly for parts that need repair at 

engineering houses just outside of the Port area. 

 

4.5.2.2 Offshore Supply Base (OSB) 

An OSB is a cluster of technical, manufacturing, administrative and service companies dedicated to the 

advanced needs of offshore operations.  

 

Maintenance and repair services required for West African oil and gas industry are expected to 

grow given the increase in oil demand and the subsequent increase in oil rigs and support vessels in 

West Africa. Furthermore, given the large installed base of fixed platforms off the West Coast of 

Africa, additional significant opportunities exist for local offshore site engineering services companies 

to tap into the market currently being serviced out of Aberdeen, Houston and other distant 

locations, particularly if based within relative close proximity to the platforms. 
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According to Marintek35, Saldanha Bayõs greatest asset is the bay itself, with the opportunity for 

green-field development, which would allow it to develop a state-of-the-art OSB with an efficient 

layout, logistics and operational features / infrastructure. On the ground however, there is little to 

no infrastructure in place that is currently capable of serving the requirements of the offshore oil and 

gas industry. The report concludes that the current legal framework, government regulations, tax 

regime and regulation, customs system, operational framework and fees in Ports and dedicated free 

port for the O&G sector are ònot in line with international normsó, and furthermore that other 

regional players, who are strongly supported and whose needs are understood by their governments 

are meeting these challenges and thus making South Africa fall behind in terms of regional 

competiveness. Marintek recommends that local authorities and government can facilitate and 

support this project by creating a pro-business environment, facilitate lease of land, a free port or 

free economic zone and customs and tax friendly systems and/or environment. 

 

From further research, it is clear that an OSB at Saldanha Bay cannot develop independently from 

Marine Repair and fabrication services (dry docking etc.). Repair services will be the main attraction 

to Saldanha Bay, and increase the feasibility of an OSB. This is also the case with international case 

studies, including the Australian Marine Centre in Perth, Loyang OSB in Singapore and the OSB at 

Bergen.   

 

As part of potential trans-shipment operations targeting (mostly) O&G developments in the region, 

the OSB would be expected to generate export based revenues as landed goods and equipment are 

worked and then supplied to export markets. 

 

                                                
35 Marintek report, òPre-feasibility study for the establishment of an offshore supply base in South Africaó, 

2010. 
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Figure 4.6: IDZ guideline rating for the operation of an OSB  

 

 

The advanced nature of OSBs and the fact that South Africa currently has very little experience in 

the development and operation of these zones infers that an OSB can only be based on partnerships 

with international investors with access to capital and the resources required to develop and market 

the OSB.  

 

Exposure to this expertise should also result in the development of local technical and production 

methods based on models from international best practices. An interesting challenge will be the up-

skilling of the local labour pool to a point where they can contribute to the OSB; a large contingent 

of foreign labour is expected to compliment the local workforce initially. Appropriate regulations 

and policies will have to be developed to balance the world-class requirements of the OSB operation 

and the contribution to local education and employment. 

 

The fact that Saldanha is one of only a few Greenfield sites that is both located at a large port with 

potential for future expansion and within an economy that is generally considered stable are key 

points in favour of the proposed OSB. However, the dependence on TNPAõs support is a risk for 

investors who are likely to become impatient with any delays in the application process. It seems 

that the risks for the TNPA are relatively low as any planned developments in the port area would 

still have to be vetted by Transnet before going ahead and as long as there is transparency, due 

process would ensure that the environmental challenges are addressed and that regional and national 

objectives are incorporated in the development of the OSB. 
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According to the 2004 TNPA study and primary interviews, the following infrastructure upgrades 

are the minimum required for an OSB at Saldanha Bay: 

¶ Construction of a new supply quay to -8m (350m long) 

¶ Creation/reinstating a hard laydown area (+-23 ha) 

¶ Removal of any unused buildings and offices 

¶ Supply of a bunker fuel network to the quay 

¶ Construction of an area for an office park and accommodation (+-11.4ha) 

¶ Upgrading of the fencing to high security 

 

As with the Marine Repair project, two possible business models are being considered, namely the 

common user model or the 100% privately owned model with the long-term land lease from TNPA. 

An area of approximately 38ha is deemed necessary for the OSB, and obviously in a location quite 

close to the Port and a CCA. 

 

This project is feasible for all scenarioõs, but due it being a hub of various projects and investors, it is 

anticipated to rather develop over the 25 year horizon to a scale befitting the opportunities available  

and the ability of the IDZ to capitalise on those opportunities. Therefore, growth rates are inferred 

for each scenario, as discussed in section 2.4. Please note that due to the mutually beneficial nature 

of the Marine Repair and OSB projects, these projects are combined in the development scenarios. 

In addition, due to these projects foreseeably having many enterprises in them, it is portrayed as an 

industry which develops over the 25 year horizon per development scenario. 

 

4.5.2.3 Hot Briquetted Iron (HBI) manufacturing 

The feasibility of HBI is based largely on growing local and international demand and access to key 

feedstocks required for the manufacturing process. Internationally HBI is gaining prominence both as 

a substitute for scrap metals in feedstock and as an energy source for metal production processes. 

Presently, South Africa imports all its HBI from Venezuela36 and there are therefore opportunities 

for a local producer to supply the local market.  

 

                                                
36 The Comsigua HBI plant in Venezuela illustrates that a project of this type could benefit from the incentives 

and regulatory structures in an IDZ, which could help the facility compete with low cost producing nations. 
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Figure 4.7: IDZ guideline rating for an HBI Plant  

 

 

Like scrap and direct reduced iron (DRI), hot briquetted iron (HBI) is used as a feedstock in 

steelmaking. South Africa has six operational DRI plants, but no HBI production facilities. HBI is safer 

to transport than DRI, making it a worthwhile consideration for exports but not necessarily for 

captive use in steel manufacturing. 

 

But this project has its challenges, firstly, secure supply of iron ore as a raw material, namely lump 

ore and pellets for the Midrex process, and fine ore for the Finesmelt process. The current 

arrangement between Kumba and Arcelor Mittal regarding the supply of lump ore and pellets to 

Mittal is estimated to be re-valuated only after 2014, when their dispute is expected to be finalised. 

 

Under the current arrangement, Mittal is stipulated to return the fine ore back to Kumba at 100% 

credit, meaning that Arcelor Mittal Saldanha does not keep significant reserves of fine ore in 

Saldanha. Fine ore is not considered a low value resource anymore, and Kumba mixes the fine ore in 

with the synter feed products that they export. Therefore, the HBI projectõs commercial viability 

only comes into effect post 2014 due to the factor of iron ore supply. 

 

Another challenge is the lack of direct supply of natural gas, which is a reduction agent in the Midrex 

process. The supply of this feedstock is expected to be expensive and will probably not be 

commercially available for industry in Saldanha Bay before 2018.  
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Lastly, the HBI process is generally very energy intensive, with the Finesmelt process being less 

demanding than the Midrex process, for example, 300kWh/ton electricity demand for Finesmelt 

versus 2,500kWh/ton for Midrex. But, this electricity demand reduction depends on the ability to 

capture chemical energy throughout the Finesmelt process, hence research and development is 

required to test the technology beforehand. This factor clearly pushes out the earliest developable 

timeframe for the HBI project. 

 

Finesmelt plants are modular, with 1 module = 50 000tpa and 10 modules = 500 000tpa. The 

modules are said to be relatively easy to erect and 1 module requires 2ha of area. A demonstration 

plant (1 module) at Phalaborwa is set to be commissioned in 2012 to undertake the research and 

development required to optimise the technology and resource demands and is a joint venture 

between the private and public sector. 

 

For these reasons, the HBI project is considered feasible for the Base and Optimistic Scenarioõs only, 

with a minimum lead-in time of 20 years for the Base Scenario and 10 years for the Optimistic 

Scenario. 

 

4.5.2.4 Titanium and Zircon (Ti/Zr) Complex  

Initially, the projects were thought of as being separate enterprises, but the low economies of scale in South 

Africa for only having a titanium beneficiation plant was the driver for incorporating a zircon manufacturing 

plant with silicon by-products, both of which a very saleable products, provides increased revenue potential, 

but also increased internal rates of returns. The proposed titanium/zircon manufacturing project proposed by 

RMI is the first of its kind in the world.  

 

Though the recent global recession had negatively affected the titanium sponge market, the 

forecasted growth in the commercial aerospace industry and the consistent demand for industrial 

applications of titanium is expected to drive global demand beyond supply in 2015. And as South 

Africa is the 2nd largest producer of titanium slag in the world, but only currently exports 25% of 

this product, there is sufficient supply of feedstock to sustain a complex of this type. Titanium slag, 

the feedstock of the complex, is produced as a by-product by Exarro Namakwa Sands in Saldanha 

Bay & Richards Bay Minerals in Richardõs Bay. 
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Figure 4.8: IDZ guideline rating for the production of titanium sponge  

 

 

Demand for zircon is currently outpacing production, and supply shortages are expected between 

2012 and 2014. The beneficiation of zircon sand to zircon powder will generate greater export-

based revenues, but also stimulate significant downstream manufacturing opportunities, particularly 

in the ceramics and sanitaryware manufacturing sector, should an international company be 

interested in establishing the milling plant to vertically integrate their value chain further. 

 

Figure 4.9: IDZ guideline rating for zir con milling plant  

 

 

 

 








































