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Section 1: Introduction 
 
1.1 Purpose 
 
The intention of this paper is to serve as a succinct narrative report on the 
Khayelitsha Nodal Economic Development Profile.1 The profile report is structured to 
give digestible, user-friendly and easily readable pieces of information on the 
economic character of the Khayelitsha Integrated Sustainable Urban Development 
(UDP) node. 
 
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 Provincial and Local 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 the need to develop an economic development programme of action for 
the urban and rural poverty nodes. 
 
In response, a Programme of Action for Building Productive and Sustainable Nodal 
Economies was developed by the URD Branch in September 2005. The programme 
of action (PoA) is intended to stimulate economic growth and development in the 
poverty nodes. It is important to understand the economic potential of the nodes; 
identify opportunities for public and private sector investment; identify barriers and 
constraints to economic activity within the nodes; and acknowledge 
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. These are:  
(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 initiative intended to raise the importance of productive and sustainable nodal 
economies. 

                                                      
1 Information is sourced from a detailed PowerPoint profile of Khayelitsha. 
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 Khayelitsha  
 
2.1 Administration  
 
The township of Khayelitsha (meaning “new home”) was established in 1983. 
Khayelitsha is Cape Town’s biggest township and the second largest in South Africa, 
approximately 35km from Cape Town’s central business district (CBD). It is part of 
the City of Cape Town’s Metro South East Region, commonly known as Cape 
Town’s poverty trap. The major tracts of land form buffer areas between Khayelitsha 
and Mitchell’s Plain. This pattern of land utilisation isolates the areas from each 
other. Khayelitsha was established as a dormitory town and its residents are 
essentially commuters. As a result, it lacks a significant economic base apart from 
the retail and service sectors. Commuters make use of public transport to travel into 
the city.  
 
2.2 Spatial information 
 
Sub-areas 
• The node is made up of both formal and informal settlements.  
• Formal settlements include Bongweni, Ikwezi Park, Khulani Park, Khanya Park, 

Tembani, Washington Square and Zolani Park. 
• Informal settlements include Site B, Site C, Green Point, Litha Park, Makaza and 

Harare. 
 
Transportation  
• Khayelitsha is located approximately 35km from the Cape Town CBD, so 

residents have to travel long distances each day if they work in the city. 
• It is bordered to the north by the N2 highway. 
• There are numerous taxi ranks in the area and Khayelitsha contains a highly 

developed internal road network. 
• There are four public transport interchanges and there is a planned extension of 

the Khayelitsha rail line. 
• Trains remain the cheapest and most popular means of transport, although taxis 

and buses are also available. 
 
Terrain and natural resources 
The area is flat and sandy. 
 
2.3 Socio-economic information 
 
The socio-economic character of Khayelitsha could be described as follows: 
 
Population 
• The population numbers approximately 406 779 people in an area that covers 

52,5km2. The population is 100% urban, with the population density 6,2 
persons/km2.  
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• Approximately 76% of the population are younger than 29 years of age. This 
points to the need for youth-development programmes in stimulating nodal 
development. 

• Over 71% of the population live below the poverty line. 
• Khayelitsha contains a combination of formal low-cost housing and informal 

housing. 
• Many of the people who live in informal dwellings reside in shacks which are 

usually constructed out of timber and recycled materials such as plastics, 
cardboards, old newspapers, planks and corrugated iron collected from rubbish 
dumps or bought from informal traders. 

 
Infrastructure and services 
• Households without basic services are as follows: 24% are without electricity; 

17% are without piped water, 60% are without telephone services and 5% are 
without waste removal services. The majority of the households are small, 
consisting of one to three people. 

• There are 38 primary schools, 17 secondary schools and 12 adult centres in the 
node, with five new schools being planned. In addition, there are 55 school 
facilities, one school for children with disabilities, and one technical college – the 
False Bay College. 

 
Education 
• Approximately 7% of the residents have no education, while education levels of 

the remaining 93% vary.  
• Attendance of tertiary education institutions is very low in Khayelitsha, accounting 

for just 3% of the population. Although access to tertiary education is low, people 
with higher education seem to remain in the node. 

 
Health care 
• There are 10 health centres; these are easily accessible to the community.  
• Three sites offer HIV/AIDS treatment. 
• There are three community-based care centres and four ambulances operating in 

Khayelitsha.  
• The per capita health expenditure is R357 per annum. 
• There is a strong prevalence of HIV/AIDS in Khayelitsha, with approximately 25% 

of the population infected. 
• Some 2 500 patients are currently receiving antiretroviral (ARV) treatment. 
 
2.4 Municipal funding and budget breakdown 
 
A large proportion of the Urban Renewal Programme’s (URP) budget is spent on 
anchor projects in Khayelitsha. The private sector is an important source of funding 
for these projects. 
 
As is illustrated by Graph 2.4.1 below, R133,6 million was spent on anchor projects 
in Khayelitsha during 2003/2004. A total of R13,9 million was spent on lead projects 
and R5,5 million on other projects. 
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Graph 2.4.2 reflects a summary of funding sources during 2003/2004. Private sector 
funding came to R115 million. 
 

 
 
 

 

 
Figure 2.4.1: Budget for URP projects, 2003/2004 
 

 
 
 

 

 
 
 
 
 
Figure 2.4.2: Summary of funding sources, 2003/2004 
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2.5 Key remarks about Khayelitsha 
 
The nodal overview of Khayelitsha highlights the following development challenges: 
• Khayelitsha is isolated due to its distance from the city; transport costs are high 

and commuters have to travel for long periods each day. 
• Khayelitsha is situated far from the centres of economic opportunity. 
• In many areas, the population density is high and informal shack developments 

occupy much of the available land. Overcrowding in particular areas and within 
households is common. 

• Khayelitsha has an extremely high HIV infection rate. The rapid spread of the 
virus has devastating social and economic consequences for the nodal 
population. 

• Some 50% of the residents in Khayelitsha reported that they do not feel safe to 
move around in their area during the day. This percentage rises to an alarming 
94% when residents were asked whether they feel safe to move around at night. 

• Previous inequalities in spending in Cape Town are reflected by the lack of public 
amenities, including parks and recreational facilities, in Khayelitsha. 

 
Some development projects are highlighted in the table below: 
 

Project  Description Total cost 
Khayelitsha Rail 
Extension  

The extension of the rail line to include two more 
stations with transport interchanges, four road-
over-rail bridges and four pedestrian bridges. 
The objective is to improve access to affordable 
public transport while increasing opportunities to 
access jobs in the city and surrounding areas. 

R161 300 000 

Khayelitsha CBD  Construction of a transport inter-change, public 
spaces, sports facilities, a retail centre, municipal 
offices, a service station, housing and 
magistrates’ courts. The objectives are to 
leverage private investments, to generate job 
opportunities and disposable income for the 
Khayelitsha Community, to create a catalyst for 
more private sector developments, to create job 
opportunities for local communities during and 
after the construction phase of CBD, and to 
create potential for local empowerment. 

R380 000 000 

HIV/AIDS and other 
related problems 

The upgrading of the Matthew Goniwe Clinic, 
Kuyasa Clinic and Youth Facility, Site C. 
HIV/AIDS awareness/education, counselling and 
testing. Treatment of infections and 
dissemination of ARVs at the TB/HIV/AIDS 
Centre – Site B. Nutrition support and income-
generation activities for HIV/AIDS mothers and 
families as well as TB sufferers. Rape survivor 
centre – Site B. 
The objectives are to prevent the further spread 
of HIV/AIDS, to deal with the current high level of 
HIV infections and related illnesses such as TB, 

R79 640 000 
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Project  Description Total cost 
as well as the underlying causes of the pandemic 
such as poverty and malnutrition; and to 
eradicate and prevent opportunistic illnesses 
such as HIV/AIDS. 

Housing/Land  
 

Site C consolidation and tenure, Green Point 
phase 11 services and houses, Kuyasa phase 11 
houses, Silvertown upgrade, informal settlement 
upgrading. 
The objectives are to provide housing 
opportunities, services and secure tenure for 
those in need, and to create jobs in construction. 

R167 710 000 
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Section 3: The Economy of Khayelitsha  
 
The description of the economy of Khayelitsha is provided at three levels: gross 
domestic product (GDP) (output), employment and consolidated sectoral analysis.  
 
3.1 Contribution to GDP by economic sector 
 
Khayelitsha’s GDP has increased gradually over the past decade, however, its GDP 
growth and GDP per capita figures are far below those of the Western Cape. 
Wholesale and retail trade accounts for a large share of nodal GDP, and this sector 
also shows promising growth. Finance and business also contributes strongly to the 
GDP. 

 
 
Figure 3.1.1: Contribution to GDP by sector: 2004 (Constant 2000 prices) 
 
3.2 Sectoral contribution to employment  
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public sector, i.e. civil servants, teachers, health care workers, police, etc. This 
sector contributed 14,4% to the total employment of the node in 2001. 
 

 
 

 
 

 

No. of jobs 14 919 14 595 11 376 9 724 7 828 7 269 4 213 1 673 318 

 
Figure 3.2.1: Contribution to employment by sector, 2001 
 
3.3 Sectoral prioritisation 
 
An analysis of the contribution of the various sectors to the local economy and to 
local employment shows that the priority sectors are as follows:  
 

Priority sector Growth potential 
Construction A large proportion of Cape Town’s households live in shacks, but 

there is no consensus about the precise number or about the split 
between informal settlements and backyard shacks. There is a 
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Transport & 
communication 
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work there; the railway lines and taxi routes feeding these areas are 
among the busiest in Cape Town. Cape Town’s public transport 
system includes extensive rail, bus and taxi networks; walking times to 
most public transport nodes are under 10 minutes. Linking modes of 
transport means that passengers must buy separate tickets for every 
mode they use.  

 
In summary, construction, wholesale and retail trade, and transport and 
communication are the areas with the most potential for growth. 
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Section 4: Enabling Environment  
 
This section is broken down into two parts focusing on governance and the 
Integrated Development Programme (IDP) assessment.  
 
4.1 Governance 
 
Khayelitsha Local Municipality is Cape Town’s biggest township and the second 
largest in South Africa. It is located in the Western Cape Province. The urban 
renewal institutional framework consists of the following: 
• Executive mayor and mayoral committee 
• Council’s political structures 
• City manager 
• Urban Renewal Programme (URP) Unit 
• Line managers 
• Mitchell’s Plain Project Steering Committee/Implementation  
• Khayelitsha Project Steering Committee/Implementation 
• Mitchell’s Plain Development Forum  
• Khayelitsha Development Forum 
• National, provincial and local political championships  
• Multi-stakeholder Steering Committee.  
 
4.2 IDP assessment 
 
The Khayelitsha Local Municipality falls under the City of Cape Town. The latest 
Integrated Development Plan is for the 2006/2007 year. The process was managed 
by the mayoral committee, and the IDP is approved and adopted by the council of 
the municipality.  
 
The IDP highlights key development issues and guides the development of municipal 
resources. The information in the IDP is timely and precise. The City of Cape Town 
IDP serves as a high-level planning and co-ordination document. It contains strategic 
objectives, financial plans, and plans for restructuring and transformation. It also 
contains a spatial development framework and a land-use management plan.  
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Section 5: Economic Growth and Investment 
Opportunities  
 
Khayelitsha is faced with three issues, namely residential life, commercial activity 
and city linkages. These themes are discussed below.  
 
5.1 Residential life  
 
A large proportion of Cape Town’s households live in shacks, and there is no 
consensus about the precise number or about the split between informal settlements 
and backyard shacks. It is unclear precisely how large the city’s housing backlog is. 
According to the 2001 census, approximately 143 000 (18%) of the city’s 779 000 
households lived in shacks, 33 000 (30%) lived in backyard shacks and 110 000 
(70%) lived in informal settlements. According to Cape Town’s 2006/2007 IDP, as 
many as 265 000 (30%) of the city’s 875 000 households live in shacks, 150 000 
(57%) live in backyard shacks, and 115 000 (43%) live in informal settlements.  
 
While housing in Mitchell’s Plain has a similar profile to that of the city of Cape Town 
as a whole, housing in Khayelitsha is predominantly informal. In Mitchell’s Plain, 75% 
of households live in formal houses, while in Khayelitsha only 32% live in formal 
houses. Although Khayelitsha accounts for only 11% of the city’s households, it 
contains 39% of its shacks.  
 
The table below indicates the housing differences between Mitchell’s Plain and 
Khayelitsha: 
 

Mitchell’s Plain Khayelitsha 
• Most households live in formal houses 
• Overcrowding is frequently intense 
• Empty land is available, and present 

low densities can be increased through 
infill housing 

• Residents are increasingly likely to 
seek to make their crisis visible by 
invading open land 

 

• Much of the housing in Khayelitsha is 
informal  

• Continued population growth and the 
decreasing size of households is putting 
increasing pressure on housing supply 

• There is very little empty land available and 
land required for other uses has been 
invaded 

• Locating and securing land for low-cost 
housing is a serious challenge 

 
 
There are four sites which each has the potential to be developed for affordable 
housing. 
 
Schaap Kraal  
Schaap Kraal currently has 75 hectares (ha) of land zoned for agriculture on the 
market, priced at between R37 million and R120 million, depending on who bears 
the cost of the rezoning process. A potential 1 800 affordable housing units could be 
developed on the land. However, the challenge lies in the need for land to be 
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rezoned, as holding costs will accumulate and environmental impact assessments 
may delay the process significantly.  
 
Westridge  
There is an 18 ha site zoned for residential development on the market for  
R21 million in Westridge. While there is potential for 300 affordable housing units to 
be developed, the challenge is developing housing at a price suited to the market.  
 
Swartklip  
Swartklip has identified a 520 ha site owned by Denel. Denel is likely to release the 
land, which could be used for housing, commercial development and environmental 
amenities. However, the challenge facing Swartklip is developing a plan that meets 
the needs of developers and satisfies all the various uses to which the land might be 
put. In addition, an environmental impact assessment may delay the process 
significantly.  
 
Mnandi Beach  
The city currently runs a municipal facility on the beach. The land around the facility 
has enormous potential for affordable housing. Mnandi Beach faces the challenge of 
drafting a viable plan for development in the area so that costs are recoverable. 
Rezoning would be required but an environmental impact assessment may delay the 
process significantly. 
 
5.2 Commercial activity  
 
To determine the whether business in Khayelitsha/Mitchell’s Plain is viable, the 
following issues are of importance: 
• The spatial concentration of spending, namely density levels and accessibility 
• The existence of commercial infrastructure like zoned land which is well 

integrated into the area, and whether the available space is of appropriate quality 
• The general environment, i.e. the levels of crime and the quality of governance in 

the area 
• Whether there are business opportunities that can be measured against the 

extent of competition, the income of the community and gaps in the market 
• The attractiveness of the area to national brands. 
 
The Khayelitsha CBD is a recently developed second-order commercial node in the 
area. The Khayelitsha Business District (KBD) is a landmark private/public 
investment that is designed to benefit the Khayelitsha community. The R350-million 
development is a mixed-use business district located next to a key train station 
through which thousands of people travel every day. It includes a 17 500m2 retail 
centre, a service station, public sector offices and facilities, offices for the private 
sector, sports facilities, residential units, a bus and a taxi terminal, landscaping, 
public spaces and greening. Public services are also being located in the CBD, 
including a Home Affairs office, a hospital and offices for the Department of Social 
Development. The KBD development is a joint venture between the city and the 
private sector. It also directly involves the community of Khayelitsha, which is 
represented through the Khayelitsha Community Trust.  
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The existing developments, however, have not exploited all the opportunities in 
Khayelitsha. Additions include the development of a taxi terminal, road extensions, 
construction of new parking areas, upgrading of the town centre and creating 
“pedestrian-friendly” streets. The highly successful Liberty Promenade is looking to 
increase its gross lettable area (GLA). Nolungile serves Khayelitsha's northern 
areas, especially the densely populated Site C. The site has the potential to become 
a thriving commercial centre but will have to be rebuilt so that trading in the area can 
become more organised. The reconstruction of Nolungile is expected to increase the 
viability of the Sanlam Centre. The Khayelitsha CBD is not yet complete. Many of the 
informal traders from the area have yet to occupy the space that has been 
designated for them. Kuyasa is one of the new stations that will be built once the 
Khayelitsha train line is extended. The commercial centre to be developed around 
the station should be based on the station plaza in Mitchell’s Plain (i.e. an accessible 
corridor linking the station to the centre in which local residents can locate their 
businesses). From a commercial point of view, Mnandi and Monwabisi beaches 
remain completely unexploited. 
 
Recommendations for increasing business viability focus on encouraging 
formalisation and increasing the longevity of existing entrepreneurs. Informal 
businesses require support in terms of the provision of infrastructure. Both the 
Khayelitsha and the Mitchell’s Plain CBDs have allocated space and facilities for 
informal traders, yet many informal traders fear formalisation. They over-estimate the 
tax implications of registering with SARS and under-estimate the benefits, including 
access to capital and access to training. Traders therefore, require information 
explaining how and why they should formalise. Local Economic Development (LED) 
strategies should focus on helping informal businesses to formalise and helping 
formal businesses to increase their longevity.  
 
Some successful projects may be worth replicating elsewhere. The Khayelitsha CBD 
is unique in that it is designed to benefit the local community. In 2001, the city signed 
an agreement with Rand Merchant Bank to secure R260 million private sector 
funding for the Khayelitsha CBD project. An additional R90 million was funded by the 
public sector in order to provide bulk services and infrastructure. The development is 
currently owned by the Khayelitsha Community Trust and managed by Futuregrowth 
Properties. The trust is responsible for assisting local residents to obtain employment 
in the retail centre, and will reinvest in the community once its financial obligations 
are settled. Through the trust, the Khayelitsha community will eventually own the 
CBD development. It has been suggested, however, that it is difficult to get the 
members of the Khayelitsha Community Trust to meet on a regular basis.  
 
The Station Plaza is another example of a retail development that enables local 
people to benefit in the long term. The Station Plaza is a particularly successful retail 
development, largely due to its accessibility and its location in a viable area. It is 
situated in a corridor linking Mitchell’s Plain Station to the town centre. Floor space in 
the plaza is relatively expensive to rent (R350/m2 per month), yet the mall has a 
100% occupancy rate. This is largely because tenants occupy small shops of around 
10m2, so local businesses can afford to rent the premises. The success of the centre 
is attributable to effective planning and project leadership.  
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5.3 City linkages  
 
Khayelitsha requires the following if it is to become a place where people want to 
live:  
• Better access to employment prospects 
• Better access to training 
• Better access to capital for home loans or to start businesses 
• Better social and political integration into the life of the city. 
 
In Khayelitsha, different modes of public transport compete rather than co-operate 
with each other, making transport delivery difficult to co-ordinate. Public transport 
facilities in Cape Town have different owners and differing interests, and the lack of 
co-operation means that passengers must buy separate tickets for every mode they 
use.  
 
The rail network in Cape Town is run by Metrorail, part of the Department of 
Transport. Trains run every five minutes and the cost of a single train ticket from 
Khayelitsha/Mitchell’s Plain to the Cape Town CBD is about R8. The Khayelitsha 
and Mitchell’s Plain lines together account for 250 000 passengers or 45% of total 
boarding passengers in the city. Trains are often congested, particularly during peak 
hours.  
 
Buses are operated by Golden Arrow Bus Services and each bus has capacity for 90 
passengers. Bus services are subsidised by the government, although it is still the 
most expensive means of public transport. The cost of a trip from Khayelitsha to 
Cape Town centre is R17,60, and from Mitchell’s Plain to Cape Town centre is 
R16,10.  
 
Minibus taxis are usually 15-seater vehicles. They are operated by their owners or 
owners of small fleets, and are usually part of an association or union. They do not 
receive a government subsidy. Taxis operate on 565 routes around the city and carry 
332 407 passengers per day. The cost of a taxi trip from Khayelitsha or Mitchell’s 
Plain to the city centre is about R10. 
 
The city is investing in improving physical linkages to Cape Town’s metro, although 
the potential of some transport hubs is currently underutilised. The Khayelitsha 
railway line is being extended to Kuyasa and new rolling stock is being purchased. 
Nolungile Station is linked with the rest of the metro in all directions; a taxi rank and a 
train station are located there. It is currently underutilised in terms of its potential as a 
transport hub and a retail centre, and is being targeted for improvement in transport 
and economic infrastructure. A number of improvements have been proposed 
regarding the upgrade of rail infrastructure, including the Khayelitsha railway line 
extension with two new stations (Kuyasa (Station 4) and Station 4A) to its east, and 
a R100 million investment in new rolling stock.  
 
The distance between the Metropolitan South East and the Cape Town CBD will 
remain a key constraint to integrating nodal residents into the circuits of Cape 
Town’s economy. However, the city should focus on the following:  
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• Co-ordinating modes of public transport 
• Introducing improved safety and security on taxis and trains  
• Establishing new routes to growth areas  
• Maximising the potential of new and existing transport hubs.  
 
There is a trend towards growth in Cape Town’s northern areas for the following 
reasons:  
• Cape Town is located as a gateway to West Africa; it is strategically positioned 

and has the largest port in the region. 
• The West Coast of Africa is one of the world’s fastest-growing oil and gas 

production areas. 
• It makes sense that economic development is expanding in a northerly direction, 

towards Saldanha.  
• Improved transport infrastructure, particularly for freight and cargo, is being 

developed between Cape Town harbour, Cape Town International Airport and 
Saldanha.  

 
The Philippi East Industrial Area could also be a location for development. The 
Philippi node links Mitchell’s Plain and Khayelitsha to the north through a network of 
corridors. The Philippi East Industrial Area is a potential development node for the 
south-east of the city. The area was originally developed as an industrial township 
because inexpensive land was plentiful and it was in close proximity to the airport 
and other major transport routes.  
 
Current thinking is that economic development in the area should include the 
following: 
• The expansion of industrial developments by investing in major capital projects 

which would generate economic and job opportunities  
• The promotion of Philippi East as an attractive investment prospect to the 

business community.  
 
The Philippi-Khayelitsha railway line extension as well as the construction of an 
additional station at Stock Road should help to stimulate private sector interest. 
Philippi is of strategic importance for the city’s spatial development and is attractive 
to potential investors. There are, however, serious constraints to developing this 
area. The opportunities and constraints are listed in the table below. 
 

Opportunities Constraints 
• When development around the airport 

becomes saturated, industry is likely to 
spill over into the Philippi area. 

• Its location is ideal as it has access to the 
northern and western parts of Cape Town 
as well as to Claremont and the N2; it is 
strategically located within the east–west 
corridor that links the West Coast 
(including Saldanha) to the airport, the 
harbour and the CBD. 

• The area has potential for agriculture 

• There seems to be a lack of investor 
confidence and private sector interest in 
the area, particularly compared with other 
commercial and industrial nodes. 

• Other open space in Cape Town may be 
more suitable for the development of an 
industrial zone. 

• Investing in the growth of Philippi would 
be contrary to the trend of development in 
a northerly direction towards Saldanha. 

• It is uncertain whether road and rail 
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Opportunities Constraints 
(crops), industry, cement manufacturing 
and high-density housing. 

• Philippi has plenty of open land that has 
been earmarked for development. 

• Property prices are low relative to the rest 
of the province. 

• The city provides incentives for private 
sector investment through infrastructure 
provision. The development of an 
employment and service node in Philippi 
will inevitably benefit its surrounding 
areas (including Khayelitsha/Mitchell’s 
Plain), as it would improve access to 
higher level services and economic 
opportunities. 

infrastructure is adequate to transport 
freight to and from Philippi. 

• There is a need for a highway off-ramp 
leading directly to Philippi from the N2. 

• There is demand for small pieces of land 
in the area, however, the land is only 
being sold in large “parcels”. 

• Many people have a “crime and grime” 
perception of the area. 

 

5.4 FET colleges 
 
Further Education and Training (FET) colleges are designed to equip learners with 
skills that may be applied in Cape Town growth sectors. There is currently a 
mismatch between the skills base of the community and those required by the city’s 
key economic sectors. Investment in FET institutions is addressing this problem, as 
FET colleges aim to equip learners with marketable skills that will enable them to 
become economically productive members of society. Six FET colleges currently 
operate over 44 different sites in the Western Cape. Khayelitsha is served by False 
Bay College’s Good Hope Branch. FET colleges operate according to a “user pay 
model” which makes further education accessible to the poor, as fees increase with 
people’s ability to pay. Minimum fees are R650 per annum, while the average annual 
fee is R3 750 per annum. FET falls under the mandate of the province; its target is 
for 6% of the population to be enrolled in an FET college at any one time.  
 
5.5 Crafts and tourism 
 
Crafts and tourism are two of the key sectors that are being developed in 
Khayelitsha. Craft centres in Khayelitsha have excellent growth potential, but it 
seems that tourism initiatives such as Lookout Hill, for example, have limited viability. 
On the other hand, Sibanye and Philani are both examples of successful arts and 
crafts stores that are operating in Khayelitsha. In order to expand and become more 
profitable they need to find a suitable location in the city. Locating in Cape Town’s 
CBD, at the V&A Waterfront or at the airport, for example, would give these stores 
access to larger, more affluent markets. At the same time, the potential of tourism 
developments such as Lookout Hill are not being maximised. Lookout Hill, originally 
designed as a tourist attraction and a panoramic viewpoint, has been dismissed by 
some as a “white elephant”, but the site needs to be linked effectively to other tourist 
attractions, restaurants and township sites to maximise its potential. Monwabisi and 
Mnandi Beach Resorts, as well as the Blue Flag Strandfontein Beach, are also failing 
to attract high numbers of tourists. This is largely due to the stigma of the area, the 
distance from the CBD, and the windy weather conditions.  
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5.6 Dreamworld Studios 
 
Dreamworld Studios aims to create jobs and boost Cape Town’s film industry. The 
R500 million Dreamworld Studios are being built in Faure, just outside Cape Town. 
The Western Cape Government and the City of Cape Town are contributing 
approximately R60 million towards the development. The value of film production in 
the Western Cape is currently estimated at R2 billion and the bulk of the provincial 
film industry is located in Cape Town. Hence, Dreamworld is being developed in 
order to support the growth of the local film industry by empowering and training 
local talent. Dreamworld aims to be an internationally competitive film studio complex 
that will position the Western Cape as a world class filming destination. The location 
of the studio will primarily benefit disadvantaged communities along the N2 corridor. 
It is estimated that 8 300 direct and indirect jobs will be created during the 
construction period, and 7 800 in the operational period. The studio will contain a 
backlot, digital post-production facilities, eight acoustically treated sound stages, and 
a variety of other facilities. Nevertheless, concerns have been expressed regarding 
the viability of the studio, particularly considering the absence of an output contract 
or a committed client. 
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Section 6: Summary 
 
Khayelitsha is Cape Town’s biggest township and the second-largest township in 
South Africa. It is located in the Western Cape Province, approximately 35km from 
Cape Town’s CBD. It is part of the City of Cape Town’s Metro South East Region, 
commonly known as Cape Town’s poverty trap. Khayelitsha was established as a 
dormitory town and its residents are essentially commuters; as a result it lacks a 
significant economic base apart from the retail and service sectors. The Khayelitsha 
community is expanding due to the high influx of people migrating to the area from 
the Eastern Cape. However, the declining birth rate and the impact of HIV/AIDS has 
limited population growth in the node. The exact size of the population is unclear, 
although estimates range from 350 000 to 600 000. 
 
The key challenges facing Khayelitsha are spatial marginalisation, overcrowded 
living conditions, HIV/AIDS, crime and lack of access to public amenities. The 
population of Khayelitsha is poor, many people are unemployed or economically 
inactive, and most people earn below the household subsistence level. Khayelitsha’s 
GDP has increased gradually over the past decade, but its GDP growth and GDP 
per capita figures are far below those of the Western Cape. The wholesale and retail 
trade sector shows promising growth and accounts for a large share of nodal GDP.  
 
Even though Khayelitsha is far from the city centre, transport infrastructure is good. 
The rail extension and purchase of new rolling stock should alleviate congestion to 
some extent. However, little is being done to integrate Khayelitsha businesses into 
areas outside the node.  
 


