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Section 1: Introduction
1.1 Project Background
Urban Econ (Pty) Ltd was appointed by the Cape Winelands District Municipality (CWDM) to develop
an Investment Incentive and Retention Policy Framework for the district as well as the local
municipalities within the CWDM. The CWDM aims to facilitate economic development in the region
but in order to create an enabling environment; the district municipality must have a comprehensive
understanding of the regional economy. This will provide assistance with regards to formulating
strategic investment incentive policies and identifying developmental initiatives that encourage and
stimulate economic development at local level.
The purpose of this document is to provide a policy framework that will promote Stellenbosch
municipal area as an investment destination for both domestic and foreign investors as well as to
retain commitments made by existing businesses and investors to the region. This document forms
part of the overall investment incentive framework that is also being developed for the CWDM as a
whole.
The proposed framework’s main objectives include the following:
 To have a coordinated approach towards the development of incentives for all municipalities,
 To attract and retain investment,
 To create an enabling investment environment,
 To provide a policy framework to identify and nurture potential development,
 To ensure that relevant mechanisms and tools are available and speed up processes,

1.2 Methodology
The methodology is based on the aforementioned objectives as illustrated in Figure 1.
Figure 1: Methodology
Data Gathering and Project
Inception

•understand the project requirements and match
them with the data gathered from various sources:
primary and secondary sources

Data Assessment and
Investment Climate Analysis

•assess the data received and use it to assess the
investment climate within the region

Data Interpretation and
Development of Incentives
Programme

•interprete the data and use it to address incentive
programmes

Evaluaton Tool formulation
and Recommendations

•formulate an investment evaluation tool and
provide recommendations for role-players
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1.3 Report Outline
Section 2: provides an understanding of an investment incentive and retention policy framework. The
section describes what the framework entails, discusses the various types of investment incentives
available and factors which determine the type and level of investment attracted into an area. The
section is concluded with an explanation of the importance of such a framework for local
municipalities.
Section 3: outlines Stellenbosch Local Municipality’s (SLM) investment profile. The profile examines
whether SLM provides a conducive environment for factors which determine investment. This was
done by analysing the policy and macro-economic environment, investment promotion mechanisms,
labour and infrastructure availability as well as land availability. The section is concluded with an
explanation of whether SLM provides such an environment and the implications thereof.
Section 4: discusses potential investment incentives for SLM. These are based on the results of the
analysis provided in Section 3. Nine investment incentives were identified and divided into three
categories, namely: Service Excellence, One Stop Shop/ Investment Forum and SMME, Secondary and
Informal Economy.
Section 5: provides a generic protocol system to guide investment proposal assessment. This is
followed by an explanation of each step; responsible persons and departments as well as necessary
processes to be followed.
Section 6: provides an investment proposal evaluation tool. The tool aims to guide proposal assessors
with regard to identifying and guiding investment in SLM as well as to prioritise investment projects
and assist potential investors to improve their proposals.
Section 7: discusses an implementation plan and monitoring and evaluation for the policy framework.
The plan aims to guide SLM with regards to implementing the framework as a municipal policy. The
monitoring and evaluation is designed to ensure that the policy framework is implemented effectively.
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Section 2: Investment Incentive and Retention Policy Framework
2.1 Introduction
Section 2 sets the foundation for an investment incentive and retention policy framework. It describes
what a policy framework entails, types of investment incentives available and factors that determine
investment in an area.

2.2 Investment Incentive Description
Investment incentives are often defined according to their typology or the nature of the outcome they
are trying to achieve. According to James (2010) investment incentives can be defined as measurable
economic advantages that governments provide to specific businesses or groups of businesses, with
the goal of steering investment into favoured sectors or regions or of influencing the character of such
investments. These benefits can be fiscal (as with tax concessions) or non-fiscal (as with grants, loans,
or rebates to support business development or enhance competitiveness).
In South Africa, investment incentives are informed by a broader development policy plan such as the
Local Economic Development (LED) strategy and the Integrated Development Plan (IDP). An
investment incentive policy framework is then developed and intends to identify and introduce new
investment, identify opportunities for business development and retention as well as expand
economic activities in a region.
There are four guiding frameworks that have an influence on the policy framework. These entail:
a) The rules of the World Trade Organisation (WTO)
South Africa subscribes to rules and conducts of the WTO. The WTO has multilateral trading system
aimed at removing restrictions to trade, e.g. removing import tariffs (free market access) and
abolishment of export subsidies.
b) National and Provincial Policies and Strategies
It is vital that the incentive policy framework is aligned with other government policies and strategies.
Some of these include the Expanded Public Works Programme, National Skills Development Strategy,
Cape Winelands Growth and Development Strategy as well as Spatial Development Frameworks.
c) Department of Trade & Industry (DTI) incentives
The National Department of Trade and Industry, together with the Industrial Development
Corporation, offer over 90 incentives, loans and rebates to attract investment and to support business
development. These incentives include the following categories:




Investment support
Small business development
Empowerment finance
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Increasing competitiveness
Innovation and technology
Export assistance
Industrial development zones
Urban development zones

d) Integrated Development Plans (IDPs)
The IDP is an important strategic document for municipalities. It sets out the objectives and strategies
of the Council over a five year period. The documents also describe the need for investment promotion
as one of many tools to achieve the objectives.

2.3 Purpose of Policy (Framework)
The establishment and implementation of investment incentive policies is an important vehicle that
is utilised by many regions to enhance their competitiveness as investment destinations. It aims to
provide a framework of coherent policy positions and interventions which are designed to improve
the local business environment for existing investors as well as strengthen the attractiveness of
Stellenbosch for new investors.
The purpose of the Investment Incentive Policy Framework is to improve a region as an investment
destination both for domestic and foreign investors as well as to retain and develop commitments
made by existing investors to a region.

2.4 Types of Incentives
Investment incentives are available in different forms and for different purposes. Depending on the
socio-economic standing of a municipality, they can also be categorised as financial and non-financial.
Financial incentives are the most common types of incentives available particularly in municipal areas
with financial capacity. The following incentives are regarded as most common in local governments
across the world:






Tax holidays
Accelerated depreciation on fixed investment
Investment allowances
Import duty exemptions
Duty drawback

Incentives do overlap and can further be classified into broad categories such as:
 Tax exemptions
 Subsidies and concessions
 Grants and financing
 Incentives through service provision
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Tax reductions are the most widely offered incentive to attract investment in many regions. The local
municipality would normally apply tax rebates within the prescribed tax rebate framework of the
National Treasury. Other incentives such as subsidies and grants would usually apply in cases where
the local municipality intends to regenerate specific sectors of the economy. The incentives injected
into economic sectors will depend on which sectors have been prioritized for stimulation by the local
authority.
The awareness of non-financial incentives is currently overshadowed by the availability of financial
incentives. However, municipalities are becoming more considerate and conscious of non-financial
incentives and the awareness is likely to gradually increase over time. Non-financial incentives require
less financial investment from a municipal perspective, provide a platform for partnerships and allow
available resources to be fully capitalised. Based on the above, this document is focused on nonfinancial incentives.

2.5 Factors determining Investment
Various factors influence the investment climate in a region. The factors vary at different levels
namely, national, provincial, district and local.

2.5.1 National and Provincial Level
One of the main factors that influenced investment trends all over the world was the global financial
crisis. It had its negative impacts but it also offered a platform for South Africa to begin thinking
differently around investment and development, particularly how to find innovative ways to stimulate
investment and unlock new sources of capital for business and social development.
According to (international) investors who have invested in South Africa over the past 20 years, there
are certain location determinants that determine the level of investment in an area. Some of the top
determinants include domestic market growth potential in foreign markets, as well as the need to
be in close proximity to markets or customers. The regulations or business climate within markets
also determines whether investors would be willing to engage and at what level. Other determinants
in addition to the above mentioned include:
 Attractiveness/ quality of life
 Skilled workforce availability
 Infrastructure and logistics
 Natural resources (land, water, etc.)
 Presence of suppliers or joint-venture partners
 Changing economic/ financial climate
 Funding sources
Lastly, political and economic leadership have been essential to improving the country’s growth
performance because of the effect on policy formulation, institutional development, regulatory
design, and economic vision. Prudent fiscal policy and comprehensive macro-economic management
have been critical factors in creating an environment conducive to growth by stabilising economic
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conditions. Political stability is the key to investor confidence. Large and longstanding investments by
large European companies and increasingly also from the United States of America as well as Africa,
guarantee the continued interest and involvement in developments in the country by the international
community.
International investors use a competitive index such as the Global Competitiveness Report, to
determine the investment climate of a country or region. The index summarises some of the factors
discussed above and others such as basic requirements, innovation and sophistication According to
the Global Competitiveness Report for 2013/2014 South Africa was ranked 53rd out of 148 countries.
The table below illustrates how South Africa was ranked:
Table 1: Global Competitiveness for South Africa for 2013/2014
Ranking Out of 148
Basic requirements (40.0%)
95
Institutions
41
Infrastructure
66
Macroeconomic environment
95
Health and primary education
135
Efficiency enhancers (50.0%)
34
Higher education and training
89
Goods market efficiency
28
Labour market efficiency
116
Financial market development
3
Technological readiness
62
Market size
25
Innovation and sophistication factors (10.0%)
37
Business sophistication
35
Innovation
39
(World Economic Forum, 2013)
South Africa was ranked relatively well for ‘efficiency enhancers’ such as higher education and
training, labour market efficiency and technological readiness but there is room for improvements for
financial market development, goods market efficiency and market size. Innovation and sophistication
factors also require further improvement. This means that South Africa provides a basic platform for
investment which investors find favourable.

2.5.2 District and Local Level
Factors influencing investment on a district and local level have a minor resemblance of the national
and provincial factors. This may be attributed to the varying geographic, political, socio-economic and
environmental dynamics.
Table 2 summarises the aforementioned factors that influence the investment climate particularly in
the Stellenbosch area. Stellenbosch municipality should ensure that the following economic
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fundamentals are in place or are being improved in order to position itself as a more attractive
investment destination than before:
Table 2: Investment Determinants: SLM
Factors influencing investment
Support from national, provincial, district and local policies and
Policy Environment
regulations for investment related activities.
Information regarding SLM’s economic performance with regards
Macro-Economic Environment
economic performance and dominant economic sectors.
Availability of (financial) incentives and investment support at
Investment Promotion
different spheres of government – investor support.
Availability of labour and generic level of skills as well as the
Labour Availability
employment status.
Availability of good infrastructure such as water, electricity and
Infrastructure Availability
roads (proximity to markets)
Land availability, possibly assigned for specific economic activities or
Land Availability
land uses, commercial property for sale and property information.
Drivers, Barriers and
Factors that may either hinder or attract investment; available
Opportunities
opportunities which require investment in various sectors
Section 3 provides an investment profile for Stellenbosch municipality. It is structured according to
the factors stated in Table 2 so as to guide investors regarding the current investment climate. The
results thereof address the type of incentives to be provides, which will ensure that Stellenbosch
capitalises its investment promotion potential.
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Section 3: SLM Investment Profile
3.1 Introduction
Section 3 analyses Stellenbosch municipality’s investment profile. The profile examines whether SLM
provides a conducive environment for factors which determine investment. This is done by analysing
the policy and macro-economic environment, investment promotion mechanisms, labour and
infrastructure availability as well as land availability. The section is concluded with an explanation of
whether SLM provides such an environment and the implications thereof.

3.2 Policy Environment
Policies and regulatory frameworks form the foundation on which development and investment take
place. They identify, determine and guide opportunities as well as aim to support all factors involved.
Below is a summary of the most applicable policies, regulations, plans and framework that set the
foundation required in SLM. The summaries provide an understanding of various current and
proposed activities and strategies geared towards improving the investment climate amongst others.

3.2.1 National, Provincial and District Level
Table 3: Summary of National, Provincial and District Policies relating to Investment
Policy
Impact on Investment
National Development
The national policies identified all encourage and provide
Plan: Vision for 2030
supportive mechanisms to establish an attractive investment
climate. They focus on introducing measures that will provide
The New Growth Path
assistance regarding access to opportunities. The measures
2012
National Environmental include: establishment of development and investment promotion
agencies, (bi-lateral) trade agreements with SADC and other
Management Act 107
regional bodies, spatial guidelines for infrastructure investment as
of 1998
well as municipal finance management regulations.
Industrial Policy Action
Plan 2012-2013
Expanded Public Works
Programme (EPWP)
Local Government
Turn-around Strategy,
2009

National

Trade Agreements
Draft National
Framework for Local
Economic Development
2014-2019
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On the other hand, legislation such as NEMA (1998) limit the types
of development projects permitted within a spatial and systemic
context. However it still encourages investment for opportunities
that safeguard the landscape, such as (eco) tourism, agriculture
and biodiversity.
The Draft National LED Framework states that South Africa had
developed a better profile of LED good practise in various areas,
including: the informal economy; collaboration with the private
sector; cooperatives development; and catalytic economic
development programmes.

Cape Winelands District

Provincial

Provincial Spatial
Development
Framework 2013

Provincial Integrated
Development Plan
2013-2014

CWDM Spatial
Development
Framework, 2010
Cape Winelands
Integrated
Development Plan
2012/13-2016/17
CWDM Local Economic
Development Strategy
2011
Cape Winelands
Growth and
Development Strategy
2006

The PSDF spatially indicates provinces' growth and development
path within the Western Cape. It informs investors where, what
and how development is endorsed.
The provincial IDP aims to create opportunities for all within the
Western Cape. It provides rigorous analysis of socio-economic
trends that identifies key drivers of development and underdevelopment, targeted basic services and infrastructure
investment as well as alignment and integration with
national/provincial programmes. Investors attain a sense of
confidence to invest in South Africa because the policy
environment is pro-investment.
District policies and regulations are in line with national and
provincial objectives however they provide a more detailed
approach to the region. The policies also identify opportunities and
areas for investment and provide guidelines for implementation.
Politicians, businesses and civil servants use these documents to
identify where to invest public funds, as well as encourage
investment.
The LED provides a summary of four objectives are directed to
investment in CWDM. These include: attraction of inward and
outward investment, encouraging infrastructural investment,
making the business environment more conducive to the needs of
the area, and facilitating Public Private Partnerships (PPPs).
Investors are given an indication of the region’s investment climate
and proposed future trends, which is known as a knowledge
incentive.

National, provincial and district policies and regulations offer a solid platform on which investment
can take place. The policies are intertwined and support one another however there are exceptions
(NEMA, 2003) which take environmental management seriously and may either encourage or
discourage an investment. In addition, various pro-investment programmes are offered at different
government spheres. They aim to equip communities with skills required by businesses, skills to
establish their own businesses and skills to expand existing businesses. Other programmes are aimed
at addressing factors that influence economic growth, such as sector development and infrastructure
upgrading (EPWP). The few programmes listed below are specific to the CWDM:
 Small Business Development and Support Programme
 Small Scale Farmers Support Programme
 Entrepreneurial Partnership Programme
 CWDM/ SA Netherlands Chamber of Commerce (SANEC) EDP
 Training and Skills Development Programme
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3.2.2 Local Level
Table 4: Summary of Local Policies relating to Investment
Policy
Local Economic
Development
Strategy, 2008

Spatial
Development
Framework, 2012

Stellenbosch
Integrated
Development
Plan, 2012-2017

Draft Local
Economic
Development
Strategy and
Action Plan, 2014

Impact on Investment
This document outlines the strengths, resources, opportunities, challenges and
constraints to development. An important part of the LED is improving the local
investment environment. Projects to address this include an anti-red-tape campaign,
developing cost incentives and producing a fact sheet explaining the investment
environment. This helps investors make informed decisions.
This renders the local municipality’s spatial vision and objectives and serves as a guide for
politicians’ investment decisions. Investment projects are therefore subject to a spatial
element. Should a proposal align with the vision of the SDF it will more likely be supported.
The SDF contains detailed spatial proposals for the management of aspects such as: public
land, important economic sectors, new infrastructure provision and unique landscapes
and visual amenity, which all have an impact on investment.
The IDP is a development plan which informs the allocation of government resources. Key
objective of the Stellenbosch Municipality in accordance to the IDP include: making
Stellenbosch a "preferred investment destination" by promoting economic development,
improving the regulatory processes for business activities, job creation, upgrading of
public infrastructure, co-ordinate and facilitate the support of emerging farmers. The IDP
therefore creates a better environment for investors.
In 2014, Stellenbosch municipality embarked on a Participatory Appraisal of Competitive
Advantage (PACA) to mobilise stakeholder participation and to leverage their insight and
capacities to contribute to an improved economy. The process found many pockets of
LED excellence, with numerous existing LED initiatives that should continue. A number of
new initiatives were also identified by stakeholders. The PACA process aimed to identify
opportunities that:
 Increase the overall size of the economy.
 Make it easier for small enterprises to succeed.
 Grow citizen net worth by increasing property values.
 Build an enabling and responsive public sector.

In addition to the above, Stellenbosch municipality’s actions towards investment promotion are
supported by various sector plans. These include:
 Spatial Development Framework
 Integrated Zoning Scheme
 Heritage Landscape Plan
 Integrated Human Settlements Plan
 Comprehensive Integrated Transport Plan
 Integrated Waste Management Plan
 Electrical Master Plan
 Water Services Development Plan
 Disaster Management Plan
 Local Economic Development Strategy10o4
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Stellenbosch municipality’s policies are in favour of investment related activities. They provide support
from various angels and also encourage public private partnerships. Having sector plans ensures that
the municipality is attentive to quality and sustainable service provision. In totality, investors are likely
to find Stellenbosch as a worthwhile investment destination.

3.3 Macro-Economic Environment
Below is an analysis of the municipality’s economic profile. It aims to provide an understanding of how
the local economy performed in 2013. In addition to the policy review, the analyses will also determine
whether the region provides an attractive environment for investment.
Gross Domestic Product (GDP)
Between 2003 and 2013, the municipality’s economy performed
very well, with an average GDP growth rate of 4.9% per annum.
Cape Winelands District Municipality’s average growth during the
same period was 3.6% per annum.
In 2013, SLM’s economic growth was the highest (2.8%) out of the
five local municipality. It also superseded the district’s growth,
which was 2.1% meaning that the municipality’s economic growth
has exceeded that of the districts within the given time frame.
GDP Sectoral Contribution
The four largest sectors in 2013 were: finance and business services
(24.1%), wholesale and retail trade (20.5%), manufacturing (19.8%) and
government (13.1%). Agriculture only contributed 4.8%.
Despite the low contribution by the agriculture sector, it remains a wellestablished sector. According to the SLM IDP (2010) there are strong
linkages from the agricultural sector to its manufacturing, wholesale,
trade and accommodation, and financial services sectors, particularly
with agri-tourism. The wine industry, followed by vegetable products,
both strongly vertically linked to the agricultural sector, are the district
municipality’s largest export products.
It should be noted that ‘Tourism’ sector is regarded as an independent sector at provincial, district
and local level however at national level, it is included as part of the wholesale, retail and
accommodation sector.
Comparative Advantage
A comparative advantage (also known as Location Coefficient) indicates a relatively more competitive
production function for a product or service in a specific economy (regional or sub-regional) than in
the aggregate economy (provincial or national). If an economy has a location quotient greater (less)
than one, it means that economy enjoys a comparative advantage (disadvantage).
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Table 5: SLM’s Comparative Advantage over CWDM
SLM
CWDM LQ
Agriculture
4.8%
11.4%
0.4
Mining
0.2%
0.3%
0.5
Manufacturing
19.8%
19.0%
1.0
Utilities
1.1%
1.4%
0.8
Construction
5.2%
3.9%
1.3
W.Sale & Retail
20.5%
17.3%
1.2
Transp & Comm
4.2%
7.0%
0.6
Fin.& Business
24.1%
21.9%
1.1
Community
6.9%
5.8%
1.2
Government
13.1%
12.0%
1.1
(Quantec figures based on Urban-Econ calculations, 2014)
The following sectors in Stellenbosch municipality have a comparative advantage over those in
CWDM: manufacturing, construction, wholesale and retail trade, finance and business services,
community and government services.
Although construction and community services are not dominant sectors in SLM, they offer more
potential in terms of economic activities. The construction sector particularly the real-estate industry,
is increasingly strengthening. More and more people are buying property and re-developing where
necessary; high confidence in property development.

3.4 Investment Promotion
Existing and new businesses do not always have access to business related information and services.
This has a major impact on businesses regarding establishment and project initiation. Information
regarding funding sources determines the type, premises and opportunity a business may consider. In
addition, the presence of development agencies provides a ‘one stop shop’ for businesses to attain
further information and assistance.
Below is a summary of available development agencies, incentives and funding sources available to
businesses at national and provincial. CWDM and SLM do not have development agencies or funding
sources however, investment activities and projects are typically addressed by the LED unit. The unit
provides similar services as development agencies but due to limited financial capacity, they do are
unable to provide on par services. Similarly, the municipalities’ are not able to provide financial
incentives for businesses. Refer to Annexure A for more information on development agencies and
available incentives and Annexure B for a list of the main Trade Agreements between South Africa
and the rest of the World.
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Table 6: National and Provincial Development Agencies
National
Provincial
1. The Department of Trade and Industry
a. Khula Enterprises
b. Small Enterprise Development Agency
(seda);
c. Companies and Intellectual Property
Commission (CIPC)
d. Export Credit Insurance Corporation
(ECIC)
e. National Empowerment Fund (NEF)

1. Wesgro (Western Cape Investment and
Trade Promotion Agency)
2. Western Cape Economic Development
Programme
3. GreenCape
4. Tourism Enterprise Programme (TEP)

List of Funding Sources:
Funding may be attained from the following institutions:
 The Department of Trade and Industry
 The Industrial Development Corporation
 The Development Bank Of Southern Africa
 The Public Investment Corporation (PIC)
 International Organisations (UN, AU, EU, etc.)
 Non-Profit (Governmental) Organisations
 Commercial and Private banks
 Venture Capital
Summary of Available Incentives:
 Aquaculture Development and Enhancement Programme (ADEP);
 Black Business Supplier Development Programme (BBSDP);
 Critical Infrastructure Programme (CIP);
 Co-operative Incentive Scheme (CIS);
 Employment Creation Fund (ECF) ;
 Incubation Support Programme (ISP);
 Isivande Women’s Fund ;
 Manufacturing Competitiveness Enhancement Programme (MCEP);
 Manufacturing Investment Programme (MIP);
 Sector-Specific Assistance Scheme (SSAS) ;
 Section 12I Tax Allowance;
 Seda Technology Programme (STP) ;
 Tourism Support Programme (TSP);

15 | P a g e

3.5 Labour Availability
Employment Status and Contribution per Sector
In 2013, SLM had the third highest percentage of employed people
(53.3%) compared to Langeberg municipality (54.9%), Drakenstein
municipality (48.5%), Breede Valley municipality (49.8%) and
Witzenberg municipality (56.0%). It also had the third lowest
percentage of unemployed people (13.6%).
This indicates that the employment status in SLM is favourable and
stable. Regarding labour availability, 33.1% of the population were not
economically active thus they serve as a potential pool of labour.
With regard to employment contribution per sector, the following sectors provided the highest
number of jobs in 2013: wholesale and retail trade (23.8%), community (19.5%), manufacturing
(13.7%), government (12.9%). Agriculture provided the highest employment opportunities (22.2%) in
2003 however it has since reduced to 9.2% in 2013. SLM not only offers at least 30% potential labour
but it also offers a stable range of economic sectors.
Skills Level
In 2003, the percentage of semi-unskilled populace was 53.7%
and it decreased to 42.5% by 2013. This means that there has
been an increase in the skilled (from 34.0% in 2003 to 40.6% in
2013) and highly skilled (12.4% in 2003 to 16.9%) categories.
This is a similar trend that was experienced by the other
municipalities.
The skills base in SLM has and continues to increase, meaning that businesses can expand and
establish productively. Availability of skills training and development programmes ensure increasing
skills base in future.

3.6 Infrastructure Availability
This sub-section analyses the infrastructure capacity available in the region. Availability of sufficient
and quality infrastructure is an important factor that influence inward investment.
Access to Water
A large portion of the population SLM have access to piped water inside their
dwellings (72.3%). The remaining population either attain their water from pipes
inside their yard (8.3%) and communal taps (19.1%). The remaining 0.2% source
water from boreholes and springs.
In 2012, SLM achieved Blue Drop awards for four of its five water supply systems.
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Sanitation
Over 90.0% of the population have access to flush or chemical toilets and 3.6%
of the population make use of the bucket and pit latrine. Sanitation provision
has improved by 2.1% since 2003.

Electricity
In 2003, electricity was the main source of energy for lighting purposes (used by
91.1% of households), followed candles and paraffin (respectively used by 4.0%
and 4.3% of households). In 2013, electricity remained the leading source of
energy for lighting purposes (used by 92.8% of households). The percentage of
households that used candles and paraffin lowered to 2.1% and 4.2% of
households respectively in 2013.

Refuse Removal
Refuse was removed by the local authority at least once a week 88.6% of the
time. The population uses their own refuse dump (4.8%). Despite the method of
refuse removal, it is disposed of 99.0% of the time.

Housing
Most of the population reside in brick structures (57.8%) followed by residents
residing in informal dwellings such as shacks (17.9%) then blocks of flats (10.1%)
and town houses (6.2%). The rest of the population are dispersed across
informal dwellings in backyards, blocks of flats and traditional dwelling.

Road Networks
Stellenbosch Municipality has over 281.5 kilometres of roads, comprising of
243.2 kilometres (86.4%) of surfaced roads and 38.3 kilometres (13.6%) of gravel
roads. Main (surfaced) roads account for the majority of the kilometres in the
Stellenbosch Municipality with 154.9 kilometres (55.1%) of the total road
coverage area within the municipality.
Below is a map illustrating the major routes connecting Stellenbosch to surrounding nodes and
proximity to markets:
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Map 1: Road Networks and Proximity to Markets

(Urban-Econ GIS, 2014)
The above analyses illustrates that Stellenbosch has good infrastructure and service provision. Existing
businesses are also encouraged to consider retaining and expanding in the area and new businesses
are attracted into the area.

3.7 Land Availability
Access to information regarding land available for development provides a platform for investors to
become more efficient in terms of development. Investors are time conscience and require easy
access to information regarding available land, applicable land uses and location.
Stellenbosch municipality prepared a Municipal Land Audit in 2004. The Corporate Services
department identified a need to develop the database in order to provide information on properties
owned by the municipality. The aim was to provide municipal officials and businesses with answers
on the following questions:
 Which properties does the Stellenbosch Municipality own?
 Where are these properties located?
 What are the basic information on these properties i.e. land use, tenant status, property
description etc.?
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Figure 2 illustrates the type of information presented in the audit:

(SLM Municipal Land Audit Database, 2004)
Close to 2, 050 properties were identified and 997 were categorised as ‘municipal property’. It
illustrates 997 possibilities and opportunities for both the municipality as well as businesses however,
the document requires updating. Land dynamics are expected to have changed over the past 10 years.
Nonetheless this type of information offers a range of mutually beneficial opportunities.

3.8 Investment Drivers, Barriers and Opportunities
Businesses invest for various reasons, such as: to grow an existing business, to replace and improve
existing facilities or to capitalise on an opportunity. Their level of investment can either be encouraged
or discouraged based on the type of drivers and barriers available in a region. Drivers are defined as
factors that provide a conducive environment for business activities to occur while barriers provide a
challenging and complicated environment. Depending on the nature and context of an area, drivers
and barriers can differ thus hindering investment at different magnitudes. This may also result in poor
capitalisation of opportunities.
As part of the analysis, various municipal documents were reviewed. In addition to this a workshop
was held with SLM to determine the type of drivers and barriers available in the region. Below is a
summary of each followed by the opportunities that have been identified for the region.
Investment Drivers
Stellenbosch has a number of locational advantages that currently attract investment. The area has
sufficient water supply (Blue Drop Status) and stable availability of labour. The climate and
environment are favourable and proximity to tourist activities and farming enterprises is relatively
close. It offers an attractive quality of life due to its natural beauty and scenic views. Furthermore,
Stellenbosch is 28 km from Cape Town International Airport and approximately 50km away from Cape
Town harbour, the shipping portal to both the Atlantic and the Indian Oceans.
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The area houses excellent educational institutions, including the University of Stellenbosch and a
number of prestigious schools. It has a strong business sector, varying from major South African
businesses and corporations, to smaller enterprises and home industries. The tourism industry alone
is responsible for the creation of about 18 000 jobs in the area. Wine farms and cellars abound, and
the area is the home of the very first Wine Route in South Africa.
In addition to the aforementioned, there are competitive and comparative advantages offered in
Stellenbosch, these include:














Proximity to the N2, providing easy access to the lucrative markets of the Cape Metropolitan
and surrounding areas.
Proximity to Cape Town CBD, Cape Town International Airport and Cape Town Harbour.
Good Infrastructure services & limited backlogs in infrastructure
Modern urban infrastructure and a developed financial and business service sector
Popular location for corporate and institutional headquarters
Transparent & accountable administration system of Municipality
Good municipal dialogue with business sector
The natural environment and diversity available to tourists
The prospect of political continuity and partnerships
The cost of staff comprises a relatively low proportion of overall costs
Strong management skill and leadership potential exists at middle management level
(enabling succession planning)
The municipality is rated highly for financial prudence
Has a highly valuable natural environment

Investment Barriers
SLM is faced with several challenges. Political and administrative discontinuity has inhibited followthrough on key programmes hindering full realisation. Though the municipality has got good
infrastructure and limited backlogs in service delivery, it still remains with inadequate resources to
meet foreseen infrastructure and housing needs. Inadequate staff resources particularly to undertake
environmental management functions pose as a threat to development activities. With regard to
spatial development, it is challenging for the municipality to accommodate new settlement growth as
this may result in urban sprawl, loss of agricultural opportunity and tourism value. This may be
attributed to the strong contrast between formally developed urban economy and the informal underdeveloped township economy. Through all this, Stellenbosch municipality still has to address the lack
of local economic development information which impedes investment and development for smaller
entrepreneurs to respond to opportunities.
The table below summarises further investment barriers in the municipality:

20 | P a g e

Table 7: Further Barriers
Focus Area

Issues

Agricultural Land
Uncertainties

Uncertainties regarding land reformation particularly for small scale farmers
and established large farmers. This may have a negative impact on the
property value of farms.

Use of
technology by
municipality

The municipality does not have a detailed GIS system to assist municipal
officials and property developers. Having such a system will enable both
parties to develop land use overlays instantaneously and provide more detail
regarding land specifications.

Housing, public
facilities and
services

A high incidence of farm evictions places additional stresses on municipal service
provision, housing “backlogs” far outstrip available resources or technical capacity
to deliver, slow pace of housing delivery for low income and “gap” sectors, the
administration as a whole is not geared to contribute to in-situ upgrade of informal
settlements

Infrastructure and
Services

Failure to rehabilitate infrastructure specifically poses the risk that ongoing
deterioration will escalate to uncontrollable proportions, with considerable impact
on citizens, the economy of the area, and the image of the municipality

Safety and
Security

Inadequate traffic enforcement, inadequate facilities for vehicle testing and
impoundment, inadequate fleet and essential equipment, inadequate staff to man
essential services/ facilities

(Summary of SLM Policies)
Investment Opportunities
SLM offers a variety of investment opportunities but they are not entirely realised. This may be
attributed to a combination of the barriers identified above. In order for the opportunities to be
realised, the drivers ought to be taken into account as well.
The opportunities identified during the Participatory Appraisal of Competitive Advantage (PACA)
workshops in 2014, are based on the “towards 8%” growth scenario.






The “towards 8%” growth scenario aims to change the composition of growth and favour the
manufacturing and construction sectors. This will result in total job creation of 16,000 by 2018
but now including 1000 semi and unskilled jobs being creating per annum.
Appropriate zoning favouring targeted sectors such as manufacturing in areas where available
labour occurs should be considered e.g. industrial development on the outskirts of the town
centre where the labour surplus resides.
The scenario outcome depends on an increased focus on the manufacturing and construction
sectors as growth enablers but not at the expense of nurturing the current competitive
strengths found in tourism and agriculture.

The following opportunities were identified during the Participatory Appraisal of Competitive
Advantage (PACA) workshops in 2014:
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Table 8: Opportunities available in Stellenbosch municipality
Key Sector
Opportunities
 Agricultural programmes Department of Agriculture & fair trade
 Value adding on products and services
 Utilizing existing indigenous knowledge
 Diversification of the sector: aqua culture
Agriculture
 Employment of high tech agri processes (intensive farming)
 High value crops (berries and tunnel farming) & availability of public land
 Agri-tourism
 Skills development
 Extended agri-tourism & eco-tourism
 Wi-Fi access to all
 Job creation & skills training
Tourism
 Tourism development
 Public and private transport
 Events and conferences including weddings
 Arts, culture, heritage, sport and outdoor music tourism
 Provide for broad spectrum (SMME corporate HQ)
 Attract more LSE listed HQ’s to Stellenbosch
Knowledge
 Promote public/private investment in rapid transport infrastructure linked to
airport (CPTIt) and Cape Town
intensive sectors
 Potential economic node (Woodmill, Technopark, Kayamandi)
 Change airfield to accommodate executive jets for corporate leaders
 Understand Kayamandi property market to optimise
 Densification: strong community engagement
 Organise trade & promote industrial development, SEZ.
Small and
 Enterprise development program
Emerging
 Promote value in lower value property
businesses
 Tourism BBBEE & volunteering mentorship
 Tourism accommodation in poorer areas
 ART in poorer areas/ creative arts
(LED Strategy and Action Plan, 2014)
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3.9 Implications for Investment
The following sub-section provides a matrix which assess Stellenbosch’s investment climate based on
the factors that attract investment.
Table 9: SLM’s Current Investment Climate
Factors influencing
SLM’s Investment Climate
investment
Policies and programmes at various government levels provide a solid
platform that encourages development. Some policies focus on funding
provision for business activities while others focus on infrastructure
development and identifying more efficient processes to establish
successful businesses. They regard business development and expansion
Policy Environment
as a key component to economic growth, skills development and job
creation. There are however, policies such as the NEMA (2003) which
encourage investment that is environmentally sensitive but may also
pose as a barrier. Such policies are based at national level thus they
cannot be altered by local municipalities.
SLM has a stable economy with a relatively increasing GDP (2.8% growth
in 2013). According to Stats SA, the national GDP increased by 2.5% as
well, illustrating that SLM’s economy performed better than the country.
Macro-Economic
The main contributors to the sectors were: finance and business,
Environment
manufacturing, construction and wholesale and retail. These sectors
were also the dominant sectors and contributed over 50% of
employment opportunities in the region.
Investment promotion is available at national and provincial level for all
businesses to access. SLM does not have similar structures but offers
Investment Promotion
similar services with assistance from the LED unit. Here lies an
opportunity to establish a unit that solely focuses on businesses and
investment in Stellenbosch.
Just over 30% of the population are not economically active. They can be
regarded as potential labour though they (together with those who are
Labour Availability
unemployed) would require skills training and development.
Nonetheless, current skills level are satisfactory though there is more
room for further training and development, particularly mid-level skills.
SLM has good infrastructure provision. Projects such as the EPWP and
sector plans as well as other infrastructure investment ensure that basic
services address at least 80% of the population. This enhances existing
Infrastructure Availability
businesses’ experience within Stellenbosch and encourages expansion. It
means one less worry for potential investors who can then focus their
time on establishing in the area.
The Municipal Land Audit (2004) provides information regarding the type
of land available, owner and applicable land uses. Out of 2, 052 land
Land Availability
parcels that were audited, 997 belong to the municipality. Information of
this nature provides investors and existing businesses with an
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Factors influencing
investment

Drivers, Barriers and
Opportunities

SLM’s Investment Climate
opportunity to address what is available as well as propose projects. It
becomes simpler to link projects with available opportunities.
Stellenbosch’s investment drivers (e.g. proximity to markets, highly
attractive quality of life and a good dialogue between businesses and
municipalities) overshadows the barriers. The most prevalent barriers
relate to urban development, red tape and land reformation, all which
are part of SLM’s mandate to address. The opportunities are available in
stable sectors such as manufacturing, tourism and agriculture as well as
emerging sectors such as the construction. Coupled with information
regarding land availability, further emphasis is placed on the simplicity of
linking projects with available opportunities.

In conclusion, SLM offers a highly favourable investment climate. The local economy is performing
well and offers sufficient labour, though further skills training and development are required. Physical
characteristics such as infrastructure and land availability also enhance the investment climate and
make it simpler to address identified opportunities as well as identify further opportunities. However,
the barriers need to be addressed and more activities are required to promote investment (access to
information and assistance).
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Section 4: Potential Investment Incentives for SLM
4.1 Introduction
When businesses find an investment climate favourable, the next step is to determine how they can
access incentives that would help their businesses either to expand or establish. The following subsection identifies incentive programmes that can benefit both the municipality and businesses. They
are based the investment climate analysis provided in Section 3.
The programmes are divided into two categories, namely financial and non-financial however as
stated earlier in the document, focus is on non-financial incentive programmes. Given municipalities’
financial capacity, a few financial incentives are suggested. They are mainly used by municipalities
with the financial capacity however, SLM is advised to consider implementing financial incentives
when/ if their financial capacity allows:
 Basic rebates on rates and taxes
 Rebates on property tax for vacant commercial and industrial buildings
 Expression of interest
 Renewable Energy Development Incentives
 Discount on utilities
Meantime, SLM should focus on implementing non-financial incentives which do not require financial
investment or loss of revenue. They are divided into three categories:
Category 1: Service Excellence
The incentive programmes are mainly directed at SLM. The aim is to improve the region’s image,
quality and level of service provision.
1. Infrastructure Provision
2. Recognise service excellence
3. LUM Application Processing
Category 2: One Stop Shop/ Investment Forum
Directed at SLM and businesses. The aim is for SLM to provide access to information and create
partnerships with existing and prospective businesses.
4. Investment and Development Facilitation Officer
5. Provision of Information on Funding and Incentive Sources
6. District Investment Guide (Access to Information)

Category 3: SMME, Secondary and Informal Economy
The incentives are specifically for small businesses. They aim to create a stable business environment
and empower businesses with knowledge and skills and create sustainable employment.
7. Small Business Centre
8. Networking Events
9. LUM Application Waiver
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4.2 Category 1: Service Excellence
1. Infrastructure Provision
Description

Recommendation

Aimed at positioning SLM as the  Identify a staff member with
most efficient municipality in the
high level knowledge of available
district by providing quality service
private and public funding
delivery and infrastructure.
sources who can then receive
the necessary training from
This can be achieved by making
institutions such as Wesgro,
use of available funding from  Be in possession of an updated
various government spheres (see
IDP/LED showing infrastructure
below).
needs.

Benefits
 Accessible to all
 Platform retain and expand
existing businesses
 Readily available infrastructure
for new businesses.

According to the National Framework for LED (2013) there are numerous sources of funding for the
inputs that can contribute to developing a local economy. The challenge is to build the necessary
capability both at local, provincial and national government level to guide the mobilisation and
application of funding in local economies in an effective manner. The following funding sources could
be accessed by SLM to grow its economy:
 Municipal Infrastructure Grant,
 Neighbourhood Development Partnership Grant (NDPG) and urban development incentives
(National Treasury),
 Sector Support (i.e. National departments and State Owned Enterprises e.g. the Public
Investment Corporation),
 Development Finance Institutions (DFIs) such as Industrial Development Corporation (IDC),
 Development Bank of South Africa (DBSA),
 National Empowerment Fund (NEF),
 International donor funding
Chapter Seven of the Draft National LED Framework for 2014-2019 provides further details regarding
the above mentioned funding sources. In addition, it proposes new funding proposals. They include:
Technical Assistance Fund, Growth Fund, Business Enabling Fund and Private and Parastatal Sector
involvement and Effective Partnerships.
2. Recognise service excellence
Description
Recommendation

Benefits

Aims to recognise municipal  The programme should be  Strengthening
of
morale
employees who go beyond their
championed by either the
amongst employees,
job
description;
provide
Municipal Manager or Executive  Inputs into operations are
suggestions
or
perform
Director,
rewarded,
extraordinary acts focused on  Nominees to be appointed by  More efficient work ethic which
improving
government
fellow employees,
may result in:
operations.
o Faster
processing
of
 Award open to all employees
from different departments,
applications,
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It entails establishing an awards  Evaluations should be based on
programme e.g. PRAISE which is
indicators such as: exceptional
designed to encourage creativity,
performance, creativity, work
efficiency and productivity in
performance and team work.
various departments.

o Better customer care to
clients.

It can comprise of financial or nonfinancial rewards such as a cash
price or voucher/ gift.

Recognising employees who perform beyond their job description encourages fellow employees to do
the same, particularly at low to mid-level. Full support and buy-in from management is required to
ensure success. Poor customer care and lengthy correspondence was noted as one of the barriers to
investment. Thus by implementing a PRAISE programme the benefits is two-fold: motivated
employees and improved customer care service. The programme may also be used as part of the
employees’ performance evaluation.
3. LUM Application Processing
Description
More focus is given to Land Use
Management
application
processing in order to make the
processing more efficient. This can
be done by making information
about application requirements
more accessible to all. In the
medium to long term, SLM should
consider implementing the DAMS
system.

Recommendation

Benefits

 Include a webpage on SLM’s  Easy access to information,
website with all the details,
 Faster processing of applications,
 Provide
hardcopy
A4  More satisfied customers.
information booklets so as to
avoid standing in long queues
or seeing officials,
 Circulate booklets to forums
and organisations.

Application processing is linked to recognising service excellence.

4.3 Category 2: One Stop Shop/ Investment Forum
4. Investment and Development Facilitation Officer
Description
Recommendation

Benefits

Establish
an
independent
investment forum at district level
comprising of a development
facilitation
officer,
a
representative from the business
forum and a representative from
each
of
the
five
local
municipalities.
The
representatives will assist the
officer to understand and offer

 Situated at district level where
necessary
resources
are
already available,
 Information is readily available
in a pack (sector or spatial
specific)
 Focus is only on investment
and investor’s well-being,
 Opportunity
to
identify
challenges earlier,
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The officer should have the
following skills:
 At least matric (commerce
subjects)
 At least one year work
experience
 Reside in Cape Winelands region
 Interpersonal skills
 Computer literate
 Willing to travel

existing and new businesses what  Verbal/written communication
they require.
skills
 Strong analytic and decision
The officer will be in charge of the
making skills
following: conduct investment
related research, develop sectorspecific information packs for
businesses and investors, assist
with FAQs regarding investment
and promote the region at fairs
and expos across the province.

 Market Cape Winelands region
within and outside its borders.

Alternatively, SLM may make use of an existing LED forum and enhance their mandate regarding
investment. Secondly, the development facilitation officer should be based at district level and over
time, a similar vacancy may be considered at local level.
5. Provision of Information on Funding and Incentive Sources
Description
Recommendation
Access to information is a The information can be assembled
‘Knowledge
Incentive’. by the facilitation officer. It should
Information regarding private and include the following:
public funding should be made  Research national, provincial
more accessible to existing and
(possibly international) funding
new businesses.
sources – dti, IDC, etc.
 Package information according
This may entail a physical booklet
type of funding:
or a page on the website with
o Include application forms
information showing: funding
o Timeframes/ procedures
institution, type of funding,
o Contact details
requirements and benefits.

Benefits
 Easy access to funding
opportunities in terms of
application forms, criteria and
documents required,
 Information
is
packed
according
to
type
of
investment,
 Single point of entry (from the
Officer’s office) resulting in less
queues for investors.

See Annexure A for a list of Development Agencies and List of Incentives which the development
facilitation officer and municipality may use and circulate to businesses.
6. District Investment Guide (Access to Information)
Description
Recommendation
A district investment guide for SLM can re-packaging and market
existing and new businesses the guide by:
within the region.
 Easy access on the municipal
website,
It aims to provide businesses with  Circulate guide to existing
information
regarding
the
business forums/ organisations,
investment climate, spatial and  Share at
various events
sectoral opportunities, skills and
(networking, expos, fairs, etc.)
labour force as well as governance
and business orientation. Such
information is available at
municipal level but requires
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Benefits
 Easy access to information,
 Businesses are able to make
more informed decisions,
 Investment will be more
refined and guided.

further marketing and to be easily
accessible.

SLM already has this information but it requires re-packaging and further marketing. An investment
guide specifically for SLM may also be considered as an option.

4.4 Category3: SMME, Secondary and Informal Economy
The incentives below are categorised as the ‘SMME, Secondary and Informal’ economy. It comprises
of the following types of businesses:
1. Survivalist enterprises (Operates in the informal sector)
2. Micro enterprises
3. Very small enterprise
4. Small enterprise
5. Medium enterprise
7. Small Business Centre
Description
The centre aims to provide small
businesses (existing and new) with
orientation
regarding
the
following aspects:
 Access to finance and credit
source, including application
forms,
 Business Plan development,
 Business orientation and skills
training
pertaining
to
operating a business,
 Business Mentoring through
partnerships,
 Information pertaining to
markets and procurement
processes,
 Understanding municipal laws
and strategies pertaining to
business operations in the
municipal area.

Recommendation
 Base the centre at district level,
 Assistance,
training
and
orientation should be provided
for a minimum period of six
months,
 Businesses should sign a MoU
pertaining to re-investing in the
centre once they become more
established,
 Businesses should receive a
certificate of completion,
 Local municipalities are required
to market services to local
businesses,
 Business forums, LED forums
and private sectors should be
encouraged to partner with the
centre.

Benefits
 Small businesses are the only
focus,
 A better understanding of
operations is likely to reduce
failure,
 Attain vast knowledge and
skills development,
 Assistance readily available
from various partners,
 Improved business skills,
 Generate
employment
opportunities.

It is also recommended that the centre be established at the CWDM. It provides a central point for
small businesses from all local municipalities to meet. Alternatively, SLM can consider hosting
orientation workshops at least once a month at the municipal premises, to cater to businesses who
may not be able to travel. The development facilitation officer, with assistance from various partners,
should facilitate the workshops.
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8. Networking Events
Description
Networking events provide small
businesses with an opportunity to
market their product/ services and
develop various business skills.
They should be administered by
the Small Business Centre through
various partnerships.

Recommendation
 Have
the
development
facilitation officer as the
intermediate between small
and big businesses,
 Host an expo at least once a
year (for small businesses to
develop their skills).

Benefits
 Platform for small businesses
to:
o Share ideas and gain
knowledge,
o Identify opportunities and
create connections,
o Increased
business
confidence,
o Expose
their
product/
services.

This is a platform for small businesses to attain valuable skills and for larger businesses to identify
opportunities for linkages.
9. LUM Application Waiver
Description
Entails wavering fees for basic
applications such as rezoning,
consent use and consolidations.
The aim is to simplify application
processing for small businesses so
that they may be able to begin
operating. However, they are
obliged
to
follow
normal
application processes.

Recommendation
 Business plan,
 Certificate of completion from
the Small Business Centre
because they need to have
received training,
 Sign MoU regarding reinvestment of waivered fee

Benefits
Short term:
 Reinvestment of fees into the
business (able to attain more
resources),
 Curbed barriers of attaining
rights and premises.
Medium-Long term:
 Ability to create employment
opportunities.

National land use and town planning legislation may hinder development in SLM. Thus an Integrated
Zoning Scheme should be considered. Support and involvement from the town planning department
is key.

4.5 Conclusion
Local municipalities internationally and locally are starting to consider more non-financial incentives
than financial incentives. Non-financial incentives involve fewer costs, utilise existing resources more
efficiently (available information and management tools such as the Collaborator System) and they
provide more direct and indirect benefits.
The incentives discussed above are mutually beneficial for both local municipalities as well as existing
and prospective businesses. Depending on local municipalities’ dynamics, the incentives can be
altered accordingly. Table 9 summarises SLM’s investment climate and assigns an investment
incentive programme that may either enhance the climate or address challenges and barriers.
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Table 10: Investment Incentives complementing SLM
Factors influencing
Summary
investment
Various policies at various government
spheres support and encourage
investment activities. They encourage
Policy Environment
infrastructure development, provide
platforms for access to funding and
skills development

Macro-Economic
Environment

Investment
Promotion

Labour Availability

Infrastructure
Availability

Land Availability

Investment Drivers,
Barriers and
Opportunities
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Incentive Programme
 Infrastructure provision
 LUM application processing
 Provision of information regarding
funding sources
 Development Facilitation Officer
 Small Business Centre

SLM offers a stable economic  Infrastructure provision
environment and a variety of economic  Recognise service excellence
sectors.
 Development facilitation officer
 District investment guide
 Small business centre
There are no development agencies in  Investment
and
Development
SLM. An opportunity to establish such
Facilitation Officer
a service structure is available. There is  Provision of Information on Funding
information regarding funding sources
and Incentive Sources
but it requires packaging and further  District Investment Guide (Access to
marketing.
Information)
Labour availability is sufficient and may  Small Business Centre
be attained from the not economically  Networking Events
active and unemployed population.  Investment
and
Development
Current skills are also favourable and
Facilitation Officer
require further development.
 Provision of Information on Funding
and Incentive Sources
Infrastructure is adequate. SLM has  Infrastructure Provision
sector plans to guide and ensure  Recognise service excellence
continuous infrastructure provision
and service delivery.
Ample land is available and there is  Provision of Information on Funding
potential for investors to propose
and Incentive Sources
complimenting development. However  District Investment Guide (Access to
the audit needs to be updated.
Information)
The drivers overshadow the barriers. It  LUM Application Processing
is part of SLM’s mandate to address  Investment
and
Development
barriers such as poor public transport
Facilitation Officer
systems and red tape. Opportunities  Provision of Information on Funding
are available in emerging sectors such
and Incentive Sources
as the green economy.
 District Investment Guide (Access to
Information)
 Networking Events

Section 5: Protocol for Investment Opportunities
5.1Introduction
The following section presents a tailored protocol for SLM. Its purpose is to provide guidance regarding
investment identification, assessment and to fast track processing of various investment-related
applications. A detailed description of each step is provided below.

5.2Protocol
Figure 3: SLM Investment Proposal Protocol
Mayor’s
Office

Municipal
Manager

Local
Municipality

District
Municipality

LED Unit in LM

Circulate to
relevant depts

Assess Proposal

Proposal
Satisfactory

Meets
requirements

Does not meet
requirements.

Exec Director &
Mun Manger

Inform client &
provide
recommendations

Mayoral
Committee

State information
required

Back to LED
Unit

Inform Applicant

Development
Not Supported

Discuss TOR,
incentive,&
contract
If unsatisfied:
review TOR &
contract then
resubmit

Draft
Contract

If satisfied:
Sign Contract

(Urban-Econ, 2014)
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Proposal
Incomplete

Proceed with
relevant L.U
application

SLM is encouraged to use the Collaborator System as a management tool to ensure efficiency. In the
near future, SLM can consider introducing a processing and management software known as DAMS.
It functions similar to the Collaborator System but it provides more detailed and advanced methods.
Below is a detailed explanation of factors and processes involved in each protocol step. It was
formulated on the basis of acquiring private land. For municipal owned land, the Municipal Finance
Management Act (2003) process and protocols should be followed.
Key

Explanation
 Businesses and investors typically approach either of the following offices for information
and with investment proposals: the Mayor’s office, the Municipal Manager, Local
Municipality (departments such as Planning and Building and Local Economic
Development) and the District Municipality. This usually occurs due to reasons such as
acquaintanceship with individuals within the offices or unsatisfactory service received from
the correct office.
 With help from the Collaborator system, all offices will continue receive investment
proposals and guide investors to the development facilitation officer. Recipients have to
acknowledge receipt and notify the LED unit to collect within a given timeframe. This action
is the first step in the Collaborator System.
 Once the LED unit has been notified, the proposals should be collected and the collector
should input this action in the Collaborator System.
 Depending on the type of investment proposal, it should then be circulated to the
necessary departments for comments. This method allows for early detection of
challenges, barriers and opportunity assessment. Recipients within each department are
allocated a specific timeframe for review according to various legislation. This timeframe
should be acknowledged within the Collaborator System.
 An internal commission should be established in order to assess the proposal. At least four
representatives from various departments should be part of the commission (Planning and
Building, Development Facilitation Officer, Environmental Management and Local
Economic Development). The internal commission’s mandate is to assess the proposals in
an objective manner and determine whether the proposal meets investment requirements
or not. The internal committee is encouraged to meet at least once a week or twice a month
to assess proposals based on comments provided from other departments.
 If the proposal does not meet investment requirements, the client will be informed and
provided with recommendations so that the proposal has an opportunity to be resubmitted.
 If the proposal meets investment requirements, it will be reviewed at the Executive
Director and Municipal Manager meeting for recommendations.
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 Thereafter, it will be escalated to the Mayoral Committee for political buy-in and further
recommendations. The recommendations will be sent back to the LED unit where the final
decision will be made.
 Based on recommendations provided in previous steps, the proposal may either be
deemed satisfactory or unsatisfactory; meaning that is shows potential to impact
Stellenbosch positively.
 If unsatisfactory, the investment is either not support or incomplete.
 If incomplete, the applicant is informed and required to consider the recommendations
provided and provide further information required. Thereafter the applicant may re-apply
for an assessment.
 If the proposal is satisfactory, the applicant will be informed and required to confirm or
propose a suitable date for a meeting.
 On the day of the meeting, the LED manager will discuss Terms of Reference, contractual
agreements and available incentives the development can benefit from. The applicant will
also receive further information from the development facilitation officer regarding their
proposed development.
 The next step is to draft the contract with assistance from the legal department. It should
entail the following:
o Type of development,
o Where it will take place and when it will commence,
o Obligations to the developer and local municipality
o Consequences of not meeting obligations
o Considerations for ‘force majeure’ and unexpected phenomenons
o Terms for terminating the contract
 If both parties are satisfied with the contract’s content, it may be signed and the process
concluded.
 If both parties are not satisfied with the content, it may be reviewed and adjusted
accordingly until satisfaction is reached.
 The last step is for the applicant to proceed with the relevant land use application
processes. The contract signed with the local municipality will provide good motivation for
development activities to take place and to fast track application processing. Land use
applications include:
o Relaxation of Building Line
o Consent,
o Second Dwelling,
o Subdivision,
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o
o
o
o
o
o
o

Consolidation,
Township establishment,
Rezoning,
Site Development Plan,
Removal of Restrictions,
Simultaneous Rezoning,
Removal of Restrictive Conditions

It is recommended that this entire process should take a maximum of three months. Investors are
required to consider that the municipality has other obligations to fulfil. However, the timeframe may
reduce if more capacity is identified or if the Collaborator System is used efficiently.

5.3Conclusion
Protocols provide instructions for the implementation of a project; they are rules governing
communication between people or applications. The purpose of the protocol is to create an
investment dialogue between potential investors, expanding businesses and SLM. It provides
prospective developers with an opportunity to have their proposals assessed before commencing with
land use related applications. It also informs the municipality of investment appetite, trends and
possibly unidentified opportunities. Potential developers can use the contract not only to speed up
land use applications but to apply for funding as well. The aim of the contract is to show that SLM
supports the proposed development and it abides by the municipality’s mandate to create local jobs,
provide skills and positively impact the region as a whole.
In order for the protocol system to work effectively, two existing resources within the municipality
should be capitalised, namely: maximum utilisation of the Collaborator System as well as willingness
and efficiency from all role-players involved. This in itself has medium to long term benefits
particularly for SLM (timeous processing, improved customer care services and municipal image).
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Section 6: Investment Proposal Evaluation Tool
6.1 Introduction
Evaluation is a process whereby a programme is analysed to determine whether desired objectives and goals are met. It entails data collection and various
analyses. The purpose for evaluation is to be able to make informed decisions about the programme and ensure that it is efficiently and effectively
implemented. Section 5 discusses the tool with specific reference to identifying investment proposals. The purpose is to assist local municipalities not only to
identify but also prioritise investment projects as well as to link them to the necessary incentives.

6.2 Evaluation Tool
The evaluation tool was formulated based on the qualifying criteria of investment opportunities. Table 11 outlines seven qualifying criteria which were
identified and the corresponding indicators used to measure attainment of each criterion.
Table 11: Investment Proposal Qualifying Criteria and Indicators
Assessment
Qualifying
Criteria

Indicators

Criteria
Weighting

New
Application
type

Type of
business

Existing (Expanding within CWDM)

40%
5%

40%

Existing (Relocating to CWDM)

20%

Secondary & Informal economy

40%

SMME

10%

Big business
Funding
requirements

Indicator
Ranking

Require funding from government institution
Require funding from private institution
Agriculture

35%
25%

5%
25%

52%
48%
15%

Low

Med

High

0-45%

46-75%

76-100%

Indicator
score

Criteria Score

Assessment
Motivation

Assessment
Qualifying
Criteria

Sectorally
targeted
areas

Spatially
targeted
areas

Job creation

Indicators

Criteria
Weighting

Construction

7%

Community services & Government

7%

Mining

5%

Manufacturing

7%

Finance & Business Services

15%

Transport & Communication

7%

Tourism

15%

Wholesale, Retail, Accommodation & Catering

15%

Utilities

7%

Existing industrial node

20%

Existing business node

20%

Informal trading areas

15%

15%

New business node

15%

Total number of jobs created
% of jobs created for local labour

Skilled
Unskilled

(Urban-Econ, 2014)
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30%

New industrial node

25%

Highly skilled
Skills
Development

Indicator
Ranking

25%
75%
25%

15%

50%
25%

Low

Med

High

0-45%

46-75%

76-100%

Indicator
score

Criteria Score

Assessment
Motivation

Qualifying Criteria
The criteria is based on the district municipality’s investment and business retention objectives. The
aim is to identify various investment opportunities and ensure that they are in line with Local
Economic Development projects as well as provide further opportunities for projects that are not
recognised within the local municipality. Below is the list of criteria:


Application type



Type of business



Funding requirements



Sectorally targeted areas



Spatially targeted areas



Job creation



Skills Development

Indicators
Indicators unpack important factors that have to be addressed for each criterion and they also
measure whether the criteria is achieved. They give specific information that provide evidence, either
of failure or achievement and assists in examining trends as well as identifying problems. The
indicators can either be quantitative or qualitative. Quantitative indicators focus on what and how
often different factors of the project are implemented. Qualitative indicators focus on how well the
factors of a project are implemented.
Criteria Weighting and Indicator Ranking
Weighting is defined as factor associated with one of a set of numerical quantities, used to represent
its importance relative to the other members of the set. It will be used alongside the indicators to
weight factors that may be underweighted. With regard to the policy framework the weighting is
based on the importance and relevance of various criteria. These are determined according to the
local municipality’s socio-economic status, LED projects and dominant sectors.
Indicator Ranking
Rating will be used alongside the indicators. It is the action or process of classifying or ranking based
on a comparative assessment of their quality, standard, or performance. There are four types of rating
scales, namely:


Nominal: comprises of names or categorises responses. Examples include gender and
favourite colour.



Ordinal: numbers indicate the relative position of items, but not the magnitude of difference,
e.g. a Likert scale (strongly disagree, disagree, neutral, agree and strongly agree)



Interval: numerical scales in which intervals have the same interpretation throughout;
attitude scales and opinion scales.



Ratio: is an interval scale that shows the relationship between two amounts as well as the
number of times one value contains or is in another. Examples include age, income, price,
costs, sales revenue, sales volume and market share.

The indicators are also ranked according to their level of importance and relevance within each
criteria. Ordinal ranking is the preferred scale due to the fact that ranking can be given in numbers
and it is simple to illustrate the relative position of the indicators, e.g. indicators have to add to 100
(percent) within each category of criteria.
Assessment
The assessment will be based on indicators provided. It is divided into three impact categories, namely
low, medium and high. Depending on the applicable indicator, a tick is given to the applicable category
which will then indicate whether the impact will be low, medium or high. Medium and high impact
projects will be regarded as priority projects while those with a low impact will not be entirely
discarded but regarded as low priority projects.
Scores
Indicator scores are based on indicator ranking percentages and the criteria scores are based on
criteria weighting percentages.
Assessment Motivation
In the second step of the protocol, ‘Proposal Assessment’ an internal committee will be established
to assess proposals. Members are required to motivate various scoring by stating reasons why the
proposed investment is supported, not supported or partially supported or regarded as high, medium
or low impact.
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Section 7: Framework Implementation Plan
7.1 Introduction
This section includes an implementation plan for the policy framework. It also includes a brief Monitoring and Evaluation framework. The information is
supported by the various analyses provided as well as the incentives, protocol and evaluation tool.

7.2 Implementation Plan
The implementation plan is based on the objectives identified by Cape Winelands District Municipality but it includes more practical and implementable plans.
It stipulates WHAT should be done, HOW it should be done, WHO is responsible and ESTIMATED time and finances. This allows local municipalities to physically
address the past, present and challenges associated with investment retention and attraction, to be able to identify liable role-players as well as to allocate
and assess how and where the budget is spent. The figure below summarises the implementation plan:
Table 12: Implementation Plan for the Policy Framework
Deliverables

Action

Responsibilities

Time Frame

Estimation (R)

July 2014 – February
2015. It is important that
this
document
be
accepted before the new
financial year.

Additional
workshops/
meetings
will
result
in
additional budget.

4th quarter of 2014 (host
on one day for three
hours)

Depending on the length of the
briefing session, catering may
(not) be required

Strategic Integration
Obtain support for contents of this
document

1.

The document needs to be presented to various
role-players including the Councillors and the
Municipal Manager.

2.

The document should be approved by Council in
order to have status in the municipality.

LED unit (LM)

Institutional Capacity

Capitalise on current staff capacity

Once the document has been accepted, a briefing
session should be hosted for all employees who will be
involved in any way with investment retention and
attraction activities.

LED unit (LM)

Deliverables

Action

Responsibilities

Time Frame

Estimation (R)

Staff will be required to convey information to
Development Facilitation Officer situated at district
level.
Identify an employee with investment knowledge or
skills, alternatively employ an individual to be trained
as a Development Facilitation Offer. The person should
receive training from Wesgro and Provincial
Department of Economic Development and Tourism.
Establish an internal committee to
access investment proposals

Establish partnerships
business forums

with

After the briefing session, LED unit should establish an
internal committee. The committee must:

1.

Business forums need to be a starting point for
creating partnerships

2.

Current forums need to re-strategize their
relations by providing an overview of the current
projects (in order to see overlapping projects and
how they can assist one another)

local

3.

LED unit (DM)

Offer 1 week training
course in the 4th quarter
of 2014

Salary (R8, 000p.m)

LED unit (LM)

4th quarter of 2014

N/A

4th quarter of 2014

To be determined
partnerships
have
implemented

Yearly (resume January
2014)

If outsourcing is considered,
expenses will be incurred

LED unit (LM)
Business
forums
(informal, small & big
businesses)

once
been

Provide forums with the policy framework so that
it may inform members of the way forward

Project Implementation
1.

List all vacant land

2.

Determine land use rights available

3.

Conduct necessary studies & research to
determine potential (environmental and
economic impact assessments and feasibility
studies)

Identify vacant land that may attract
investment
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4.

Process the necessary land use applications and
package the land parcels

5.

Market to investors and existing businesses
(through forums)

LM
departments)

(relevant

Deliverables

Action
1.

Ensure projects are included in IDP
Process

2.

Responsibilities

Include identified opportunities/ projects that
might not have been identified during the IDP
process

LM

Provide each project with required budget (if
necessary)

Time Frame

Yearly
(resume
quarter of 2014)

Estimation (R)

4th

This will vary each financial year
with the inclusion of different
projects

Based on the identified development facilitation
officer, the following should take place:
1.
2.
3.
Establish Investment Development and
Facilitation Office
4.
5.

6.

Begin research and information packaging by
making use of available resources
Upload information on the DM and LM’s
websites
Revise and update database of all businesses
currently based in each LM (with assistance from
LMs)
Draft a Business Orientation Toolkit for the Small
Business Centre
Identify a centralised place where Business
Orientation can take place (either at DM or at
LMs)
Attain information from funding sources and
develop an information package

Expenses will vary:

DM (Officer)

January 2014 onwards

 Either resources are
already available,
 Officer may (not) require
travelling
 Material for the toolkit
(depends on the contents
of the kit)

Monitoring and Evaluation
Review the successes after a period of
one year
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1.

Review staff capacity

LED unit (LM)

2.

Review number of investment proposals
submitted, approved or declined

Municipal Mayor

3.

Review number of land use related applications

4.

Review development officer’s work and
effectiveness

5.

Review number of small businesses that have
grown/failed over a period of one year

Executive Director

November 2014

Can be conducted in-house with
no budget implications

Deliverables

Evaluate economic implications

(Urban-Econ, 2014)
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Action

Responsibilities

6.

Review effectiveness of protocol and evaluation
tool

7.

Review statuses of projects

8.

Determine whether municipality is within the
budget range

1.

Provide up-to-date information on socioeconomic changes within the municipality

LED unit (LM)

2.

Link information to indicators

Executive Director

3.

Determine whether indicators have grown or
declined

Municipal Mayor

Time Frame

November 2014

Estimation (R)

Can be conducted in-house with
no budget implications

7.3Monitoring and Evaluation
Monitoring and Evaluation (M&E) is commonly seen as one concept, but in actual fact Monitoring and
Evaluation are two different organisational activities which are related to one another, but not
identical. Monitoring refers to the continuous assessment of a project implementation. The main aim
is to improve the efficiency and effectiveness of the project. Monitoring is based on the set targets
which are determined in the planning phases of the project. Evaluation is the comparison of the actual
impacts of the project against the agreed targets (objectives). Evaluation can be formative (during the
life of the project with the intention of improvement) or summative (learning from a completed
project or project that is no longer functioning).
From the above one can conclude that Monitoring and Evaluation aim to improve the efficiency and
effectiveness of projects/ policies mainly through the evaluation of expected and actual impacts.
A good monitoring and evaluation design include the following main components:


Identification of Strategic Drivers



Proxies to indirectly measure economic impact



Compile a development index for each Thrust



Establishment of a monitoring and evaluation matrix



M & E must feedback into decision making

A monitoring and evaluation plan is mainly implemented to review progress, identify problems in
planning and to make adjustments to the current situation. Thus a good monitoring and evaluation
plan could result in better decision making, since risks and challenges will be identified in the early
stage of implementation. Table 13 lists various reasons according to the World Bank, for implementing
a monitoring and evaluation plan.
TABLE 13: REASONS TO USE MONITORING AND EVALUATION
Track progress

Improve service delivery

Better allocate resources

Improve management

Compare different groups

Increase accountability

Inform decision-making

Improve quality

Design better strategies

Track flows of funds

Facilitate benchmarking

Provide answers

Demonstrate results

Identify side-effects

Draw lessons

Clarity objectives

Empower poor people

Identify leakages

Identify problems

Learn from experience

Take active action

World Bank: Monitoring and Evaluation, 2004
Key benefits of implementing a good monitoring and evaluation plan are as follows:


Improve Management of Projects



Improve efficiency of processing applications and customer care
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Method of reporting on internal and external progress of projects



Compare actual impact with intended impacts (provide adjustment where necessary)

Monitoring and evaluation needs to take place twofold. On the one hand projects need to be
monitored and evaluated and on the other hand the institutional capacity needs to be monitored and
evaluated.
The M & E Framework presented within the policy framework is as follows:
1. Monitoring Framework for projects and institutional capacity
a. Monitor whether investment is taking place in the relevant sectors and physical
spaces
b. Monitor the effectiveness of the protocol in terms of implementation
c. Monitor the effectiveness of the evaluation tool in terms of guiding investment
2. Evaluation Framework for projects and Institutional Capacity
a. Evaluate the implementation of non-financial incentives and their impact
b. Evaluate the effectiveness of the protocol and evaluation tool
c. Evaluate whether implementation of the (policy) framework is leading to positive or
negative impacts of identified indicators
The evaluation tool can be used as an evaluation tool. It provides space for proposal evaluators to
state their reasoning for supporting or not supporting investment. Stellenbosch municipality is
encouraged to identify an M&E tool that is most suitable.
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