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Section 1: Introduction 
 
1.1 Purpose 
 
This document is intended to serve as a succinct narrative report on the Chris Hani 
Nodal Economic Development Profile.1 The profile report is structured to give 
digestible, user-friendly and easily readable information on the economic character 
of the Chris Hani Integrated Sustainable Rural Development Programme (ISRDP). 
 
1.2 The Nodal Economic Profiling Project 
 
In August 2005, in a meeting with the Urban and Rural Development (URD) Branch,2 
the Minister of Local and Provincial Government raised the importance of the dplg 
programmes playing a crucial role in contributing to the new economic growth targets 
as set out in the Accelerated and Shared Growth Initiative of South Africa (ASGISA). 
He indicated that an economic development programme of action (PoA) for the 
urban and rural nodes needed to be developed. 
 
In response the URD branch developed a Programme of Action for Building 
Productive and Sustainable Nodal Economies in September 2005. The PoA is 
intended to stimulate economic growth and development in the poverty nodes. It is 
important to understand the economic potential of the nodes; to identify opportunities 
for public and private sector investment; to identify barriers and constraints to 
economic activity within the nodes; to acknowledge the recommendations on 
strategic interventions for improving the nodal business climate, and the institutional 
recommendations for implementation. 
 
Three high level deliverables form the core of the PoA, namely: 
(a) Nodal Economic Profiles (in which information such as demographics, 

institutional capacity, potential economic interventions, space economy, 
competitiveness profiles and so on, is contained). 

(b) the Nodal Investment Atlas (a compendium of public and private sector 
investment opportunities). 

(c) the Nodal Economic Development Support Agency (recommendations and 
proposals).  

 
In order to fund the PoA deliverables, various development partners were 
approached. The Business Trust believed in the credibility of this initiative, and 
funded it through the Community Investment Programme (CIP). Nonetheless, it 
needs to be pointed out that the Nodal Economic Profiling Project is a government-
based project intended to raise the importance of productive and sustainable nodal 
economies. 

                                                
 1  Information is sourced from a detailed PowerPoint profile of Chris Hani. 
 2 The Urban and Rural Development Branch is one of the Deputy Director-General Divisions within the dplg. 
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Section 2: An Overview of Chris Hani 
 
2.1 Administration  
 
Chris Hani District Municipality lies in the north-eastern part of the Eastern Cape. It 
contains the N10 and N6 connection routes. 
 
2.2 Spatial information 
 
Local municipalities 
• There are eight local municipalities, namely Emalahleni, Ngcobo, Inkwanca, 

Intsika Yethu, Inxuba Yethemba, Lukhanji, Tsolwana and Sakhisizwe Local 
Municipalities, and the District Management Area of Mountain Zebra Park. The 
total population is 810 300. 

• Major towns in the district are Queenstown, Middelburg and Cradock. 
 
Transportation  
• Two national roads run through the area, namely the N10 and N6. 
• Many access roads remain unsurfaced. 
• There is a lack of public transport. 
• There are two primary and two secondary rail routes. 
 
Terrain and natural resources 
• The terrain has a gradual step topography. 
• Two mountain ranges are found in the district, namely the Stormberg and 

Winterberg mountains. 
• The biggest part of the area lies between 500 m and 1 000 m above sea level. 
 
2.3 Socio-economic information 
 
Population 
• About 810 300 people live in an area that covers 37 111 km2. Of the population, 

about 79% reside in rural areas while the remaining 21% are urban-based. The 
population density is 21,83 persons/km2. 

• Over 38,9% of the population at Chris Hani are younger than 29 years of age. 
This shows that there is a need to implement youth development programmes, 
and for the most part, targeting women in stimulating nodal economic growth. 

• Households headed by women constitute 53,5% of the population. 
• The predominant language in the node is isiXhosa (93,3%), 
 
Infrastructure 
• Households without access to basic services comprise the following: 49% are 

without electricity, 54% without piped water, 72% without waste removal and 76% 
without telephones.  

• It is also important to note that 44,1% of households in the area are large, with 
between four and seven people per household.  
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• Most households live in formal dwellings (95,7%), while informal dwellings 
account for only 4,3% of households. 

• Chris Hani has nine district hospitals, and there are 79 clinics in the area. 
 
Income and employment 
• Over 69,4% of households earn less than R9 600 per annum and live below the 

poverty line.  
• The Chris Hani municipality has a high unemployment rate; only 15,6% of the 

population are employed.  
 
Education 
• Thirty per cent of the population do not have any school education, 23% have 

some primary school education, 7% have completed primary school, 25% have 
some secondary education, 9% have completed Grade 12, and 6% have some 
form of higher education.  

• Lack of facilities, equipment and properly trained staff, together with the low levels 
of household income, as well as the high teenage pregnancy rate, prevent 
parents from sending children to school.  

 
Health care 
• The per capita annual expenditure per patient is R109.  
• Nurses on average see 20 patients per day.  
• There is a HIV antenatal infection rate of 19% of the population. 
• A poor maintenance record, lack of adequate equipment and staff, restricted 

mobility and safety concerns plague the provision of health services in the district. 
 
2.4 Municipal funding and budget breakdown 
 
Municipal funding for Chris Hani District Municipality, 2004/2005 (Rands) 
 

 2004/2005 
(estimated) 

2005/2006 
(revised) 

2006/2007 
(forecast) 

Regional levies 13 100 000 22 000 000 0 
Government grants and subsidies 30 122 400 86 596 000 142 812 800 
Other income 1 674 200 2 070 300 1 375 000 
Total financing 44 896 600 110 666 300 144 187 800 
Total expenditure/Budgeted 
expenditure 

44 986 600 110 666 300 144 187 800 

 
The table above clearly indicates that government grant transfers represent the 
single most important funding instrument for the district municipality.  
 
Twenty-seven per cent of the operational budget of R110 million is made up of 
staffing costs – this increases to 45% in the 2006/2007 budget. In addition to the 
operational budget, there is a capital works budget of R150 million for infrastructure-
related implementation. 
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2.5 Key remarks about Chris Hani 
 
The nodal overview of Chris Hani highlights the following development challenges: 
• The basic services backlog characterised by lack of services such as electricity, 

health and waste removal is among the major challenges facing the development 
of the node. 

• Poor infrastructure (poor transportation, bad roads, long distances and few and 
expensive means of communication) specifically in the homeland areas remains 
a major threat to development; therefore, infrastructure needs to be upgraded 
and well maintained. 

• Lack of skilled people points to the need for education and training. 
• Lack of economic opportunities remains among the crucial factors contributing to 

migration. 
• Chris Hani has relatively favourable conditions for agriculture although the 

western parts of the node are subject to droughts and temperature extremes. 
 
Some key actions have been proposed in the Integrated Development Plan (IDP) but 
implementation of proposed actions lacks support as illustrated in the table below. 
 

Examples of key actions proposed in IDP Support of implementation of proposed 
actions 

LED and poverty alleviation 
• Agriculture and tourism development and 

promotion 
• Planning, coordination and capacitation 
Meet basic needs 
• Water and sanitation projects 
• Infrastructure development 
Address constraints in the IDP process 
Ensure sound financial management 
Improve capacity of local government 
• Performance management systems 
• Training programmes 
• Alliances with other districts 

No timelines for proposed actions 
Some quantification of cost over three-
year period 
Responsibility identified at a municipal 
department level 
Lack of milestones  
No performance measures 
No source funders identified 
No critical dependencies identified 
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Section 3: The Economy of Chris Hani 
 
The economy of Chris Hani is described by GDP (output), employment and 
consolidated analysis. 
 
3.1 Contribution to GDP by economic sector 
 
As can be seen from Figure 3.1.1 below, government (27%) is by far the largest 
contributor to the GDP of the node. Wholesale and finance sectors also play a 
significant role in the economy of the node. The combined contribution that 
agriculture, manufacturing and construction make to nodal GDP is less than that of 
government services. Indeed, the public sector in total (including community, social 
and other personal services) contributes 37% of Chris Hani’s GDP.  
 
  

Figure 3.1.1: Contribution to GDP by sector, 2004 (constant 2000 prices) 
 
3.2 Contribution to employment by economic sector 
 
As illustrated by Figure 3.2.1 below, general government services and community, 
social and personal services remain the most important sectors – contributing to 
employment with 30% and 19% respectively. The wholesale and retail trade sector 
contributes 14% to employment and the contribution to employment by financial and 
business services amounts to 9%. 
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Figure 3.2.1: Contribution to employment by sector, 2004 
 
3.3 Sectoral prioritisation 
 
An analysis of the contribution of the various sectors to the local economy and to 
local employment show that the five priority sectors are:  
 

Priority sector Growth potential 
General 
government 
services 

Limited opportunities for growth mainly because of lack of suitable 
intervention points as well as the absence of sustainable wealth 
creation for the people who live in the node. 

Wholesale and 
retail trade, 
catering and 
accommodation 

Good potential for growth because of: an untapped market in tourism, 
many areas of natural beauty, proposed R130 million casino and 
entertainment centre development and historically significant area 
(birthplace of many freedom fighters). 

Finance and 
business services 

Some potential for growth, but linked to performance of the other 
sectors like tourism. This sector requires an educated and skilled 
workforce. 

Community, social 
and other personal 
services 

Limited opportunities for growth mainly because of lack of suitable 
intervention points as well as the absence of sustainable wealth 
creation for the people who live in the node. 

Agriculture, forestry 
and fishing 
 

Good potential for growth since: planned development of forestry 
cluster has been undertaken, large potential for agri-processing plants 
for wool and aloe, current value-added processing in the node will 
lead to farmers increasing current production levels, and road, water 
and sanitation upgrades have been planned. 
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Section 4: Selected Sectors 
 
4.1 Agriculture 
 
Chris Hani has abundant fertile soil. Furthermore, three municipalities in the area 
have high grazing potential. There are irrigation schemes with potential for 
expansion. Disadvantages, however, include high soil erosion, fluctuating 
temperature and uneven rainfall, and uneven distribution of skills and infrastructure. 
There are both emerging farmers and commercial farmers in the district. The 
emerging farmers concentrate mainly on crop farming but produce low price yield 
crops. In addition, some sheep and goat livestock farming also takes place. The 
commercial farmers are divided into an equal spread of crop and livestock farming, 
including cattle farming. 
 
Local markets offer limited scope in terms of selling or marketing the products. In 
addition, limited agri-processing takes place in the node. Wool and meat are sold 
mainly to Eastern Cape coastal cities. Overall, subsistence farming and food security 
still play a major role in the node. 
 
To improve the output of the district, the skills gap between commercial and 
emerging farmers must be addressed. If the district can streamline its agricultural 
efforts, several market opportunities can be exploited.  
 
There is an opportunity to tap into growing Middle Eastern markets for export of goat 
meat. Fodder was previously exported to other areas in the Eastern Cape: the 
district’s climate and existing demand means there is an opportunity to regain inter-
nodal export status. Processed dairy is one of the region’s success stories in terms 
of markets: two local dairies process milk from inside and outside the node, and 
export a range of cheese, yoghurt, cream and juice as far as Bloemfontein, East 
London and Mthatha.  
 
There is relatively good accessibility to markets in Gauteng, East London and Port 
Elizabeth via the N6, N10 and railway links. However, no formal marketing efforts 
seem to be in place. In addition, there is the threat of competition from farmers in 
southern KwaZulu Natal, eastern Free State and farming areas near Port Elizabeth 
who can also corner these markets. The decrease in South African demand for red 
meat is also a concern. 
 
Most of the agricultural studies done in Chris Hani outline steps towards making this 
sector reach its potential. These steps include the following:  
• Crop diversification 
• Effective skills-transfer initiatives 
• Provision of road and storage facilities in former homeland territory 
• Agricultural value-added processing inside the node. 
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4.2 Tourism 
 
The tourism sector currently contributes only 10% to the node’s GDP. Chris Hani has 
a number of attractions that suggest that tourism could hold considerable potential 
for future growth, namely: 
• Game reserves (Tsolwana, Mountain Zebra National Park, Lawrence de Lange) 
• Water-based activities, e.g. fishing, canoeing, river rafting 
• Xhosa heritage 
• War battle sites 
• Rock art 
• Cradock Spa 
• Sufficient basic infrastructure, including roads and electricity. 
 
During 2004, 21 000 tourists visited the node. Of these tourists, 54% were from 
Eastern Cape and 14% from Gauteng. However, the majority of visitors were visiting 
friends and relatives, which made a limited economic impact on the node. There are 
a number of reasons why tourists do not see the node as a final destination, 
including its remote location and people’s lack of awareness of the area. In addition, 
the fact that the node does not have a marketing plan contributes to the lack of 
awareness.  
 
Currently the node offers the Fish River Canoe Marathon in September, the Bongola 
Dam Marathon in November and the Middelburg Cycle Race in April. However, more 
activity-based tourism products are needed. Tourism is also hampered by a sub-
standard support infrastructure. There are 22 hotels/lodges, 76 B&Bs/guest houses, 
16 self-catering accommodation establishments and four other types of 
accommodation; however, towards the eastern parts of the node, accommodation 
options are limited. 
 
There are sufficient attractions in the area, which, if upgraded and packaged 
collectively, could prolong transit tourists’ visits. Attractions include the following:  
• Trout fishing 
• Game viewing 
• Hunting 
• Water sports 
• 4x4 routes 
• Bushmen paintings 
• Battlefields from the Boer War. 
 
Target areas to which the node can be marketed include international hunting 
conferences and exhibitions, as well as listing in travel guides and the Internet, for 
instance AA Travel Guide, www.wheretostay.co.za. However, no formalised 
marketing of the node is taking place and most establishments are left to their own 
devices. In addition, there are viable competitors to the node, like Limpopo, which is 
a leader in the trophy-hunting arena. There is also the threat of substitute products, 
like “new” destinations such as Mozambique, which could reduce in-transit visitors. 
In addition, Dullstroom, which offers trout fishing, is closer to Johannesburg, and the 
skiing resort, Tiffindell, draws visitors to neighbouring Ukhahlamba. 
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Section 5: Economic Growth and Investment 
Opportunities 
 
5.1 Dordrecht Cheese Factory 
 
The Chris Hani District Municipality produces some of the highest quality milk in the 
country but there are limited processing facilities in the region. The idea is to expand 
the existing Dordrecht Cheese Factory (DCF) operations as there is more than 
sufficient milk supply available in the area. DairyBelle, located in Aliwal North and 
one of the main competitors of Dordrecht Cheese Factory, pays farmers less for their 
supply of milk. This has created an additional supply stream for Dordrecht Cheese 
Factory. 
 
The factory was designed to be able to handle approximately 25 000 litres per day, 
while it is currently processing only up to 8 000 litres of milk daily. Increased 
production will result in a more competitive cost position, allowing the factory to beat 
the price of established dairy operations.  
 
Dordrecht Cheese Factory calculates that it could out-price Clover by R2 per kilo of 
cheese due to lower overhead costs. In addition, market demand outstrips current 
supply. 
 
According to one of the founders of the factory, the all-inclusive decision-making 
process contributes to the factory’s success. Coupled with a highly skilled manager 
at the helm of the project, and organised skills transfer, this project succeeds where 
many others have failed. Turnover has grown from R50 000 in March 2006 to over 
R400 000 in August 2006. Furthermore, factory turnover could increase by R500 000 
based on known demand. A dedicated marketing agent services four distribution 
routes: 
• Indwe, Barkley East, Dordrecht 
• Ngcobo, Mthatha 
• Aliwal North, Molteno, Jamestown 
• Bloemfontein. 
 
With expansion an estimated four to six additional jobs will be created, ranging from 
factory workers to delivery drivers. Factory expansion will support emerging farmers 
in the area by allowing them to sell more of the milk they produce. This could secure 
the farmers’ continued operation. A spin-off opportunity could exist for the factory to 
take over yoghurt production and packaging by linking to an aloe project in the 
district as a by-product of aloe processing is used in yoghurt production. This would 
prevent the function being performed by Parmalat, located outside the node. 
 
Expansion would entail acquiring additional vehicles to allow maximum supply pick-
up and cost-efficient delivery to new markets. A 10 000 litre collection truck would 
allow for a more efficient long-distance collection route, servicing all suppliers on the 
Maclear run. The estimated cost is R800 000 to R1 million (including a cooling tank). 
The existing 5 000 litre vehicle can be put to more efficient use doing daily collection 
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trips to all suppliers close to the factory. To transport the additional output and 
facilitate delivery to more distant markets, a five-ton delivery vehicle will be required. 
The estimated cost is R300 000 to R400 000. 
 
Funding is also needed to obtain ISO certifications in order to meet conditions of 
potential new buyers. Dordrecht Cheese Factory has entered into discussions with 
both Woolworths and Pick ’n Pay but both retailers insist on ISO certification.  
 
5.2 Shiloh Irrigation Scheme 
 
This scheme is one of many established in the former homeland areas. Located at 
Whittlesea, Lukhanji Local Municipality, the scheme was established in 1970 and its 
irrigated area was approximately 455 ha of communal land and individual plots. 
Managed by a group of farmers the scheme cost R11,4 million to implement and 
employed 300 farmers. The water was sourced from a dam and river and occasional 
seasonal water shortages were experienced. The soil quality in the area is classified 
as fair and crops grown included maize, carrots, potatoes, beetroot. However, the 
crop yield was not extremely good.  
 
The scheme was abandoned because of a lack of skills concerning farming as a 
business. The farmers’ knowledge of market demand was also limited. In addition, 
there were infrastructure and equipment maintenance problems and stakeholder co-
ordination issues as some interventions took place without the input of the scheme’s 
farmers. Fencing was also not adequate, which created opportunities for vandalism. 
There is, however, a continued focus on the revitalisation of all irrigation schemes. 
With specific reference to Shiloh, a dam is currently being constructed to maximise 
the scheme’s potential.  
 
5.3 Indwe Resort, Emalahleni Local Municipality 
 
The project entails developing a resort with nine rondawels, catering for 24 people, a 
conference/multi-purpose hall, fishing, boating and camping facilities and a curio 
shop selling local crafts.  
 
The estimated cost of construction will be R3,9 million. It is estimated that 31 
temporary jobs will be created during the construction phase. Nine permanent jobs 
will be created in the resort itself. 
 
The project was initiated by the Department of Environmental Affairs and Tourism 
(DEAT), and the sustainability of the proposed resort was investigated. PFT 
Consulting, who heads up the project, indicates that the community has been kept 
well informed at every stage of development, and that community participation has 
not been lacking. 
 
The Indwe Resort plans to target local inhabitants, as well as tourists travelling on 
the R56.  
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Project implementation kicked off in August 2006. The resort is scheduled for 
completion in March 2008. 
 
Similar developments are planned for Bongola Dam (Lukhanji Local Municipality) 
and Lubisi Dam (Intsika Yethu Local Municipality), but, according to the developers, 
these resorts will serve the needs of different interest groups. 
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Section 6: Summary  
 
The district lies in a remote location along the N6, approximately 170 km from East 
London. There are vast distances to travel across the node. Many access roads 
remain unsurfaced, leading to lack of public transport. Some parts of the node are 
made up of parts of the former Transkei and Ciskei.  
 
Most of the population of the node is rural (79%). The GDP per capita is 52,7% of 
the Eastern Cape average. Infrastructure provision could be addressed as 49% of 
households lack electricity and 54% lack piped water. 
 
Many tourism activities exist in the node that could attract more tourists and prolong 
their stay in the node. However, lack of information and capability within the 
municipality limit the benefits of this sector.  
 
The district offers fertile soil and good veld quality, but the unequal distribution of 
rainfall limits the potential of some areas. Dry cropping is only feasible in small parts 
of the district, underscoring the important role irrigation schemes can play. 
Communication between role players has also not always been optimal, with some 
interventions designed and then implemented without the input of the farmers. 
Irrigation scheme farmers tend to lack formal agricultural training, access to modern 
agricultural ideas and processes, as well as market demand information. 
 
The following potential sources for economic growth have been identified: 
 

Short term Long term 
• Encourage joint venturing and mentoring 

between large and small farmers 
 o Small farmers lack business skill and 

business networks 
 o Small farmers lack market price 

knowledge and often get undercut by 
their clients 

• Provide basic infrastructure (roads and 
water) 

 o Farmers will be able to decrease 
transportation costs 

 o Decrease in cost and increase in 
efficiency for irrigation 

 o Spin-off benefit: encourage basic 
tourism development 

• Value-added processing in the node for 
agricultural products 

 o Alleviate a major competitive 
disadvantage for farmers – the remote 
location of the node creates major 
transport costs for farmers 

 o Increase growth and employment in 
the node 

 o Stimulate large private sector 
investment in the node 

 o Create demand for ancillary services 
(garages, accommodation, etc.) which 
could serve as a platform for tourism 
development 

• Skills/training institute that will help the 
youth secure employment either outside 
or inside the node  

• Collective marketing strategy 
incorporating all the attractions and 
activities in this and neighbouring areas 
is needed 

 o Creates awareness of the available 
tourist attractions in the node 

 o Changes negative perceptions about 
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Short term Long term 
the node 

 o Increase in volumes of tourists to the 
node 

 
Currently the implementation of infrastructure is being carried out (subject to 
budgetary and capacity constraints). The PG Bison project is undergoing 
implementation. This is a R1,6 billion investment in a chipboard manufacturing 
facility, with the Eastern Cape Development Corporation (ECDC) paying for 
implementation of water and electricity to the factory. New wool farmers are being 
integrating into the value chain (co-operative development) by way of the Commark 
Lima project. Some joint ventures between large commercial farmers and smaller 
farmers have been very successful. The Madiba Corridor project, which is a tourism 
route linking the Wild Coast to Ukhahlamba, also offers the district a marketing tool. 
 
Solutions to constraints include the following:  
• Improving basic road, water and electricity infrastructure 
• Creating a public-private sector model to incentivise private sector investment in 

agricultural value-added processing 
• Obtaining buy-in on a provincial level 
• Compiling a collective marketing strategy for the node and neighbouring nodes 
• Creating a forum for all types of farmers to share experiences, knowledge and 

networks 
• Putting in place an incentive structure for small and large farmers to form co-

operatives or joint ventures. 
 
All these developments require involvement of the key stakeholders, namely: 
• Ukhahlamba Municipality 
• dplg 
• Department of Trade and Industry (DTI) 
• DEAT 
• Emerging Farmers Union 
• Large commercial farmers. 
 


