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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 theWest Coast region with the development of the deewater port and the
neighbouring industrial areasking place since h e 1 Bh& sl government aimed to build

on thisimportance, and dring the midninetiesthis culminated in the West Coast being designhated
asoneoff i ve Spati al Devel opment Ftomil997, averiayperied off SDI 6 s
three yearsstructures wee established, projects were developed, and international investors were
approachedculminatingin an investment conference in 1999 where some 200 projects were

presented to a high level conference of international invesamdgovernment officials

Between 1999 and 2008, Wesgrdhe official hvestment andTrade Promotion Agency of the
Western Cape established under provincial laas well as the local and provincial governmenteha
beenapproached by a number of propents of largescale projectsThese included the possibility

of certain megarojects such as aluminium smelters, titanium processing plants, large scale chemical
plants and steel processingnfortunately,obstacles of limited service infrastructure provision, a
misalignment within existg 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 adjacentdatiibutedto the inability for
initiatives to commenced.imited government cooperation between local and provincial government
due to limited coordination and planning added to the constraintsbitingthe development of

these opportunities.

Increasingly attentioturned to the possibility of establishing an Industrial Development Zone (IDZ)
in Saldanh&ayas a mechanism that, firstly, coordinated planning for and implementation of mega
infrastructure investments, and secondly, serve to attract or craw@omplengentary investments

boosting manufacturing industrial development in the region.

During 2007 the Department of Trade and Industry (the dti) initiatedprocess to reexamine the

approach, incentives arstudy the potential of newIndustrial DevelopmenZones (IDZ) It was

clear thatthe currentIDZ frameworkdid not have the level of incentis@ecessaryo spur regional

devel opment and that consi der awhichestillhaventdyieldghe had g
desired level of economic developntethat spe& to national economic policies based on sound

spatial considerations.
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With the possibility ofar evi s ed f r a menlertabletiedestern @@pédDepartment
of Economic Development and Tourism (DEDT), through Wesgro, emdxitn aPre-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 progran®&danha
Bay. Demacon Consultimgas appointed in 2008as the lead consultants and the key elements
assessed in the study were the following:

1 An IDZ profiling and development zone location assessment
The Saldanha Bay Municipality economic profile
A local market profile
An industrial market analysis
A physicaknvironment assessment

A best practice analysis focussed on relevant case studies

= =4 =4 =4 4 =

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 workdiedd on the 27
October 2009involving 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:
1 A Renewable Energy Production and Manufacgu@iuster,
1 An Oil Supply Base/Hub servicing the Oil and Gas Cluster and a Maritime Ship Building and
Repair Clusterand

1 A Steel and Minerals Production and Manufacturing Cluster

Key issues highlighted for consideration include the need farvamall Enironmental Management
Framework (EMF) to determine the critical limits to demginent n the bio-physical environment,;

the requirements of additional bullkater; and the need to upgrade power distribution lines. Normal
industrial development costs were @led to determine the overall costs of the project. The study
identified some 3000ha of potential land that could form the IDZ, anavided 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 CapBGWC) and the Saldanha Bay Municipality to apply to

the dti for designation of an IDZ.

Towards this end, thedti, through their The Enterprise OrganisationTEO) IDZ Special Projects
unit, partnered with the provincial DEDT the Department of Environmental Affairs and

Development Planning (DEADRYnd the SaldanhaBay Municipalityto investigate the feasibility of

October 2011 7
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establishing an IDZ at Saldanha Bay and in so doing determine the opportunities available, the binding
constraints of developmentind the ability of the regiomnd its stakeholdergo 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 underthieeresearch and analysis

required.

1.2  Purpose of the Stud vy

The purpose of the detailed Feasibility Study is to investigate the viability of establishing an IDZ
programme in SaldanhBay so as to inform thefinal decisiormaking by the Saldanha Bay
Municipalityand theWestern CapeProvincial Governmenon whether to apply for designation of

an IDZ programme by the Department of Trade and Industry (DTI) at Saldanha Bay. As such, the
socic-economic benefits, costs, risks and impacts @ehsan endeavour to society, the governmental
stakeholders and the potential private sector participamisst be determinedThe Feasibility Study
would present the holistic reasoning of an IDZ at Saldanha Bay to assist the public sector in deciding

whetherto 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 lanl-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 msaude resources it
possesses, and importantly, the potential of the an IDZ to stireujab creation and economic

growth.

In addition, many of these factors are dynamic and iterative in nature, for example, a first iteration of
the potential inmigration trend, due to the development, is required from the economic impact

assessment modebd 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, he findingswere collated and dissected intothree development scenarios, as per

National Treasury guidelinam feasibility studiedo illustrate the nature of the IDZ over the long
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term and considering variations in some key assumptions. Thage to be made due to théong

term nature of the project and reflect changesittilation and theexchangerate for example. These
devel opment scenar i ocaad ilastraae wha industriés aqo®jectsdhe IDZnt s 6
could consist of and when these will l§heoretically) operational based upon a Pessimistic (Low)
Scenario, a Base (Medium) Scenario and an Optimistic (High) Scenario.

An Optimistic Scenario depisthigh growth in the various market sectors, optimised statutand
bureaucratigorocessesandthe most timeous undertaking o$olutions to various key challenges and
constraints.A Base Scenario depeceen 0 al | things remaining the sa
trends in market potential, competition, the availability of key resources and infcasteu and

meeting statutory and bureaucratic processes remain the samBessimistic Scenario depc

downturn of the market potential and the least timgs undertaking oolutions to addressing key
challenges, such as infrastructure provision, skillgjronmental managemernd thestatutory and

bureaucratic processes between the various key stakeholders.

1.3.1 Governance
The diagram below depicts the structumnstituted to governthe FeasibilitySudy between the
various direct and indirect stakeholde

Figure 1.1: Feasibility Study Governance Structure

Government & Advisory Panel

Steering Commiittee
* NATIONAL DEPARTMENTS: Agriculture, Forestry & Fisheries,

* the dti: Deputy Director-General of TEO Communications, Economic Development, Energy, Labour, Mineral

+  Woesgro: Chief Executive Officer Resources, National Treasury, Office of the Presidency: National Planning

* DEDT: Head of Department Commission, Public Enterprises, Public Works, SA Revenue Service, Science
+ DEA&DP: Head of Department — & Technology, Trade & Industry, Transport, Water & Environmental Affairs

+ Provincial Treasury: Head of Department .
+ PROVINCIAL DEPARTMENTS: DEDT, DEA&DP, DPW&T, Provincial
* SBM: Municipal Manager

Treasury, Office of the Premier

h
» LOCAL DEPARTMENTS: Saldanha Bay Municipality, City of Cape Town,

West Coast District Municipality
Operations Committee

* OTHER: DBSA, Eskom, Transnet (NPA, SAPO, Pipelines, HO), IDC, Wesgro
» the dti Representative

* Economic Development Department

B R

Representative Advisory Forum of Saldanha Bay
* Wesgro Representative Which is inclusive of, but not limited to
* DEDT Representative __ Arcelor Mittal, Cape Regional Chamber of Commerce, COSATU, DEDT,
* SBM Representative Eskom, Exxaro Namakwa Sands, Military Academy, Port of Saldanha, Saldanha
* External Strategic Advisor Bay Municipality, Saldanha Bay Tourism, Sea Harvest, the dti, Transnet, Wesgro,
* Project Managers West Coast District Municipality, West Coast Ratepayers
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The Saldanha Bay IDZ Steering Committee directs the activities of the Feasibility Study through a
governance structure consisting of the Operatiddemmittee, the Government and Advisory Panel

and the Advisory Forum of Saldanha Balge Steering Committee  met quarterly to determine

policy and direction, and to radjust the vision othe Saldanha Bay IDproject as and when
determined by changing prites, as reported by the Operations Committedhe members of the
committee were drawn from the dti, Wesgro, DEDT, DEA&DP, Provincial Treasury ahe
Saldanha Bay Municipalignd essentially represent the foreseeable direct stakeholders should the

IDZ programme occur

The Operations Committee  consised of representatives ofthe dti, EDD, Wesgro, DEDT,
Saldanha Bay Municipaligyy external strategic advisor on the processd theProject Manages. It
met fortnightly andwas responsible foexpenditure progress anaverall scope and direction of the
Study

A formal Government and Advisory Panel (G&AP) structure was created andonsistedof
interested government entities and agendiegive informed advice in specific areas of interest or
ownershipasthe information becameavailable from the research and analysis in the Stidy is,
the G&AP represented a formal intgovernmental toal Three G&AP seminars were held during
the course of the Study and allowed for comment to ¢pthered on the procesand results to date,
and where relevant, resulted in the-gefining of the scope of the Study.

The G&AP also presented an excellent means of identifgdditional key officials within
government entities and agenciediose engagement was paramount fhe 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

As the local context of the development is a major component of the potential success of the
initiative, anAdvisory Forum was constituted by Saldanha Bay Municipality to allow for the
engagement with local community and business forums and entiiesatters 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 Opetians 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
Figurel.2 depicts the processes adopted for the Feasibility Study.

Figure 1.2: Feasibility Study Process
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http://www.businessdictionary.com/definition/free-port.html




































































































