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Problem Statement & Purpose

Problem Statement

* Following the closure of the power station and the mines in the area, economic vulnerability has increased.
*  While there are several initiatives that have been developed to identify new economic opportunities in the Komati

and broader Ward 4 area in response to these challenges, they are currently occurring in the absence of an

established economic diversification strategy.

Purpose

* The aim of this strategy document is to support the creation of new economic opportunities while ensuring that the

transition away from coal is both just and equitable for local communities surrounding the Komati power station.
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B MUNICIPALITY

Steve Tshwete

Geographical Scope / Target Area

Komati is located within Ward 4 of STLM so understanding its
broader context is essential.

Economic activities and opportunities are not confined to
ward boundaries and therefore, assessing opportunities in
adjacent areas provides a more realistic and comprehensive
view.

STLM consists of 29 wards and has a population of is 242 031.
The estimated population of Ward 4 is approximately 10 000,
and Komati is estimated to have around 3000-4000 people.
Given the small size of the target area, developing an
economic diversification strategy has been challenging. This

remains one of the most significant constraints that we faced.
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Methodology

Stakeholder Engagement Quantitative Data Analysis
- Socio-economic information - Observation field trip to - The Global Policy Incubator
and & data were analysed to Komati and ward 4. (GPI) tool.
assess baseline conditions in . Key informant interviews
Komati and STLM. were conducted.
» This included indicators such - An in-person focus group
as employment, discussion was held.

infrastructure, imports &
exports, race & gender
dynamics, etc.

- A Stakeholder Dialogue
Session was held in Komati.
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List of Stakeholders Interviewed ™

Individual interviews:

« Komati Steering Committee Members

 Indalo Inclusive

» Eskom

» Genesis Analytics

« Deutsche Gesellschaft fur Internationale Zusammenarbeit (GlZ)
« groundWork

 Industrial Development Corporation (IDC)

» Seriti Institute

+ National Labour and Economic Development Institute (NALEDI)

» Breadline Africa
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List of Stakeholders Interviewed g

Focus group participants:

- South African Local Government Association (SALGA)

- Mpumalanga Green Cluster Agency (MGCA)

- Mpumalanga Department of Economic Development and Tourism (DEDT)
« Mpumalanga Office of the Premier

Stakeholder dialogue session participants:

«  Community members

 Some of the stakeholders that we interviewed
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The Global Policy Incubator (GPI)
Tool

* Through GlZ, we were connected to The Global Policy Incubator.

* They've developed a tool to identity economic diversification opportunities.

* The tool guides users through the process of identifying suitable sectors/economic activities/products that provide
the largest opportunities for diversification.

* The analysis evaluated sectors according to their performance across five criteria:

o Size and dynamism of value added
o Employment generation

o Employee compensation

o Export potential, and

o Import substitution

* Due to the lack of disaggregated economic data for Komati or Ward 4, the local municipality (STLM) data
has been used as a proxy to identify diversification opportunities that are relevant for Komati’'s future

\ growth trajectory.
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3. Challenges and Opportunities

JUSTSA



Challenges

General/Utilities Infrastructure

* Most settlements are formal, with many residents having access to basic services (electricity, water, waste

management). However, farming communities and some townships face limited or inconsistent access to essential

services.
* Informal settlements experience persistent service delivery challenges.
* Waste management is a major concern in township areas due to inadequate government provision.

* There is a critical shortage of sewage infrastructure, especially in farming communities and townships.

* Many households and agricultural operations rely on inadequate or informal sanitation solutions.
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Challenges

Transport and digital connectivity infrastructure

There are significant transport issues, and these are two-fold.

* Firstly, there is limited public transport. There is a shortage of accessible and reliable public transport in the area.

* Secondly, there is insufficient public transport infrastructure and poor road maintenance, as many of the existing
roads were originally constructed by mining companies and Eskom.

* These challenges make it difficult for people to get in, out and around the area.

* Digital connectivity is another challenge in the target area yet is a critical enabler of economic diversification because
it allows businesses, entrepreneurs, and communities to access information, markets, and networks that are beyond

their immediate geographic area.

* Information availability and access to information, both of which face challenges in the target area, are critical for

supporting economic diversification.
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Skills

Challenges

The area has a long history of coal mining, with multiple generations of workers whose skills are closely tied to this

sector.

As a result, there is a significant need for reskilling and retraining to support a transition to alternative economic

opportunities.

A key challenge lies in identifying the most relevant skills for emerging sectors and ensuring that those who receive

training can secure employment, so that their new skills can be effectively applied in the local and regional economy.

On the one hand,

not exist, leaving t

neople receive training but are unable to apply their skills because relevant job opportunities do

nem idle despite their training and/or qualifications.

On the other hand, there are instances where projects are implemented without providing the local community with

the necessary training to participate, resulting in available opportunities but an unprepared labour pool.
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Challenges

Access to land and property ownership
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Most of the land is either owned by Es

Kom or by commercial farmers. Therefore, availability of land for innovative

and diverse economic activities is haro

tO access.

A significant portion of the land is controlled by external or private interests and this limits the ability of residents to

exercise ownership, influence decision-making, and fully benefit from agricultural activities.

Also, for a diversification strategy to be effective, it is not sufficient to focus solely on the expansion of economic

activities. Attention must also be given

to the diversification of ownership and control.

This is particularly important in a small geographical area such as this one where a few market players can dominate

local markets and decision-making, limiting the spread of economic benefits.

Thus, there is a need to promote a broader distribution of ownership, for instance through mechanisms such as

cooperatives, worker-owned enterprises, community land trusts, or local partnerships.
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Challenges

Assets and regulatory challenges

* There is uncertainty within the community about the ownership of local assets.

* This includes uncertainty about which resources are publicly held and could be mobilised to support economic

diversification, and which are privately owned.

* This lack of clarity can limit participation, planning, and the equitable use of opportunities for local development.

* This is why developing an asset register is essential, not only to document existing resources but also to assess

which assets are viable for use and which are not.

* There are stakeholders that are currently in the process of developing an asset register, specifically for Komati.
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Opportunities

Land and agriculture

* A study examining opportunities to diversify the economies of eMalahleni and Steve Tshwete highlights that land,
particularly arable land, is a key regional asset.

* The combination of land availability and a favourable climate create potential for a range of economic activities,
including renewable energy, agriculture, and tourism (Montmasson-Clair, Hermanus, Patel, & Wolpe, 2022).

* This finding is equally applicable to Ward 4, where land resources can serve as a foundation for supporting

diversification efforts.

* However, the extent to which this asset can be leveraged depends the effective management of land rights and
restitution processes.
* Despite the existing challenges in this sector, there is strong interest among community members in transitioning

into agriculture, particularly in the cultivation of vegetables, maize, and soybeans.
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Opportunities

Other potential pathways for diversification

* There was initial optimism surrounded the World Bank's plan to repurpose the power station site for battery

storage and microgrid assembly.

* The success of this initiative depends on the timely provision of adequate training, which, to date, has not yet

commenced.

* If implemented effectively and taken to scale, this initiative could provide a significant avenue for economic

diversification.

* Localising brick production presents a significant opportunity for economic diversification in Komati.
* At present, companies source materials from larger cities, which increases costs and limits local economic
participation.
* Establishing brick production within the community could reduce supply costs while simultaneously creating jobs
and supporting local enterprise development.
Ao
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4. Key Findings and Recommendations
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Products / Activities

Strategic Rationale

Key Constraints

Skills & Capabilities

Investment Needs

Responsible Actors

Cereals & Oilseeds
Wheat

Sorghum

Soybeans

Seeds for sowing

Strong export growth

Supports agro-processing,

animal feed, rural employment

Low-risk diversification
Load-shedding

Rail/logistics inefficiencies,

port delays
Climate risks
Land access
Seasonal employment
Farm management
Grain handling
Agri-mechanics

Irrigation upgrades

Local milling and storage

Farm mechanisation
DALRRD
DFFE
DTIC
IDC
Agri-businesses

Vegetable Oils & Oil-Cake Grain Mill Products

Soya bean oil Maize

Oilcake Cereal grains

Flours and meals of oil seeds Rice
Wheat flour

Cereal flours
High compound annual growth
rate (CAGR)

Downstream linkages to food,
feed, biofuels

Large export potential

Import substitution

Import substitution
Processing scale

Supports local food security
Energy reliability

Energy costs Logistics costs

Access to finance Market access

Food processing
Quality control
Plant operations
Logistics

Milling technicians
Quality control
Logistics

Medium-scale crushing plants Modern milling equipment

Energy-efficient processing Warehouse and storage

equipment infrastructure
Storage facilities
DTIC DTIC
IDC Eskom
SEFA STLM & Nkangala DM
Private processors SEDA

Private millers

Paper & Sanitary Products
Paper and paperboard
Toilet/facial tissues & towels

Sanitary products

Growing regional demand

Essential household products

Capital intensity

Water & energy use

Machine operation
Pulp processing
Maintenance

Capital-intensive plants

Water recycling systems

Energy-efficient production
DTIC
DWS
IDC
Manufacturers

Potential Actionable Diversification Opportunities

Construction

Mine rehabilitation

Basic infrastructure

Brickmaking
Housing
Agro-processing facilities

High short-term employment
absorption

Enables other sectors
(agriculture, manufacturing)

Municipal fiscal constraints
Project management

Procurement delays

Artisans
Electricians
Plumbers
Project management

Environmental rehabilitation

Public infrastructure funding

PPPs

Rehabilitation finance
STLM & Nkangala DM
DPWI
DFFE
DMRE
DBSA



Recommendations

Phase | (over 3 years): Short-Term Priorities & Stabilisation

Worker registry and skills audit

Initiate pilot projects in priority growth sectors

Launch training and skills transition programmes, aligned to emerging sectors
Consolidate fragmented funding streams

Strengthen investment enablers

Upgrade critical utilities, transport, digital and social infrastructure

Ensure rehabilitated land is stabilised and repurposed for productive economic use.
Address ownership constraints limiting productive land use

Improve stakeholder engagement and public awareness



Recommendations

Phase Il (over 6-8 years): Industrial Diversification Acceleration

* Strengthen linkages to existing economic hubs i.e., leverage industrial complex between Emalahleni and Middelburg
* Support labour-intensive manufacturing clusters
* Secure anchor investors

* Focus on SMME development programmes

Phase Ill (over 10 years): Competitive Low-Carbon Economy

* Develop export-oriented green industries
* Matured industrial clusters

* Sustain skills transition and innovation systems
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