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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 
Mdantsane 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 Mdantsane 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, the URD Branch developed a Programme of Action for Building 
Productive and Sustainable Nodal Economies 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 project intended to raise the importance of productive and sustainable nodal 
economies. 

                                                      
1 Information is sourced from a detailed PowerPoint profile of Mdantsane. 
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 Mdantsane 
 
2.1 Administration  
 
Mdantsane is located in the Eastern Cape province. It is part of the East London-
Mdantsane urban complex of the Amatole District Municipality, which is proposed to 
function as the primary urban settlement area of the district.  
 
2.2 Spatial information 
 
As a territory of Buffalo City Municipality, Mdantsane occupies 12 out of the 44 wards 
and represents approximately a quarter of the municipality’s population. Although 
Mdantsane has been designated a poverty node, the municipality does not focus 
specifically on that area of the city for development, since its infrastructure and 
service provisioning compares favourably with that of other poor areas in Buffalo 
City.  
 
Transportation  
• Mdantsane is located on the R102 and N2, approximately 25km from East 

London and 30km from Bisho/King William’s Town. 
• The area is also linked by MetroRail services (EL-Mdantsane-Berlin). 
 
Terrain and natural resources 
• The area is hilly, with a topology varying from 160m to 463m. 
 
2.3 Socio-economic information 
 
The socio-economic character of Mdantsane is described below. 
 
Population 
• Mdantsane has a population of about 175 783 people in an area that covers 

92,03km². The population density is 1 910 persons/km². 
• About 1% of the population resides in rural areas, whilst the remaining 99% are 

urban based. 
• Most households are small, with 52% of households consisting of one to three 

people. 
• Around 32% of the population in Mdantsane are younger than 29 years of age.  
• Some 53% of households are headed by women. This points to the need for 

women-empowerment development programmes. 
• The predominant language is isiXhosa, which is spoken by 99% of residents. 
 
Infrastructure and services 
• Households without access to basic services are as follows: 42% are without 

electricity, 12% are without piped water, 5% are without waste removal and 61% 
are without telephone services.  
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• Most households live in formal dwellings (75%), while informal dwellings account 
for only 25% of households. 

• There are numerous primary and secondary schools in Mdantsane, but it is 
estimated that a further 45 primary and 23 secondary schools are needed in the 
area. 

• There are seven clinics and one hospital in Mdantsane. Indications are that the 
area needs another three clinics, a decentralised day hospital, and a family 
planning clinic  

 
Income and employment 
• Some 57% of households earn less than R9 600 per annum. Only 23% of 

residents are employed.  
 
Education 
• Approximately 19% of people do not have any school education, but more than 

70% have secondary education.  
 
Health care 
• The per capita health expenditure per patient is R129 per annum.  
• Nurses see 33 patients per day on average.  
• Local communicable diseases include HIV/AIDS. The HIV situation is worse in 

Mdantsane than in other poverty nodes; nurses need to see more patients per 
day, and the per capita health expenditure is lower than that in other nodes. 

 
2.4 Key remarks about Mdantsane 
 
The nodal overview of Mdantsane highlights the following development challenges: 
• The expansion of Mdantsane has been in the opposite direction to East London 

and is overextending the existing bulk infrastructure. 
• Transport networks have not been properly managed and the local people have 

started to rely on an underdeveloped taxi industry. 
• The emergence of informal dwellings has affected certain development areas 

targeted for housing development. 
• The removal of subsidised industrial zones (IDZs) (e.g. the textile industry) has 

led to the closure of most factories and resulting high unemployment rates in the 
area. 

• Local education is insufficient in quality to ensure access to jobs. 
• There are weak local markets and hence, significant capital outflows for the 

purchase of basic goods and services. 
• There is low investor and consumer confidence in Mdantsane; small businesses 

tend to be survivalist with limited labour absorptive capacity. 
• Poverty and unemployment have resulted in a high crime rate. 
• Although Mdantsane is designated a poverty node, the municipality is not 

focusing on that area of the city for development, since its infrastructure and 
services provisioning compares favourably with that of other poor areas in Buffalo 
City. 

• The Mdantsane Urban Renewal Programme focuses strongly on social and 
economic issues, rather than on infrastructure provisioning. 
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• Local economic growth will benefit from a R200 million regional shopping centre 
development in the node, while the IDZ promises employment creation in nearby 
East London. 

 
The following table provides an overview of the main anchor projects currently under 
the management of the Mdantsane Urban Renewal Programme. 
 

Project Description Status Budget 
Mdantsane 
signage and 
numbering 
project 

The analysis and survey of the status of the 
naming of streets, allocation of house numbers, 
and establishment of how many streets and 
houses are without proper signage. 

03/2007-
06/2009 

R13 
million 
over 28 
months 

CBD 
redesign and 
development 

The aim of this project is to harness the economic 
potential of the CBD by rezoning some of the land 
in the surrounds to enable the extension of 
Kuyasa Mall and the construction of new support 
facilities and amenities in the vicinity; rerouting 
both pedestrian and vehicle transport through the 
mall to reduce congestion and increase 
permeability and parking; and integrating the 
public transportation plans to increase the 
throughput of the taxi rank. 

Still at 
design stage 

Pending 
approval 
of final 
plans 

The Secure 
Livelihoods 
Programme 

This is a project funded by the European Union 
aimed at cultivating self-reliant and sustainable 
social and economic activity in Mdantsane. Two 
major programmes have been identified. These 
are: enabling poor households to climb the 
economic ladder by migrating from the second to 
the first economy; and establishing a fund with 
support capacity that can encourage local 
initiative and support demand-driven activities. 

Ongoing 

R12,4 
million 
over 
three 
years 

The Violence 
Prevention 
Programme 

This is a project to improve living conditions and 
thus reduce the causes of social conflict and 
violence in Mdantsane by establishing various 
violence prevention programmes in schools and 
communities; domestic violence mitigation and the 
creation of three safe houses for women and 
children; sports and recreation campaigns, e.g. 
“Soccer for Peace” and “Boxing against Violence”; 
and improving public safety by installing CCTV in 
hotspots and upgrading street lights. 

To 
commence 
in 2007 

R35 
million 
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Section 3: The Economy of Mdantsane 
 
The description of the economy of Mdantsane is provided at two levels: GDP 
(output) and employment. 
 
3.1 Sectoral contribution to GDP 
 
The table below illustrates that the finance and business services sector is by far the 
largest contributor (23,2%) to the GDP of Mdantsane. The manufacturing, wholesale 
and government sectors also make a significant contribution to the economy of the 
node.  
 
 
 
 

 

 

 
 
 
 
 
 
 
 
 
Figure 3.1.1: Contribution to GDP by sector: 2004 
 

3.2 Sectoral contribution to employment 
 
The general government services sector makes the biggest contribution to 
employment in Mdantsane. The wholesale and retail trade sector also plays an 
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important role in employment in the node. The community, social and personal 
services sector and the manufacturing sector also make an important contribution to 
employment in the node. 
 
  

 
 
 
 
 
 
 
 
 
 
 
Figure 3.2.1: Contribution to employment by sector: 2004 
 
3.3 Urban renewal – MURP strategies and themes-based 
approach 
 
The framework encapsulating MURP’s strategies relates closely to the three themes 
that are analysed in this document, namely residential life, commercial activities and 
city linkages. 
 
The goal of MURP is to reduce poverty by providing enhanced access to and 
utilisation of economic opportunities by the residents of Mdantsane. The strategies to 
be used to achieve the goal are set out below: 
• Creating a competitive local property market 
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• Creating markets for local consumer goods and services 
• Supporting entrepreneurs to grow more competitive 
• Increasing the share of external markets and government spend 
• Improving governance capacity and accountability. 
 
3.4 Economic remarks in respect of Mdantsane 
 
Residential life 
Mdantsane is a residential area with limited local employment opportunities, although 
approximately 25% of Buffalo City’s total population lives in the node. Mdantsane is 
characterised by high crime rates, a general lack of facilities and difficult access to 
East London. The housing backlog is comparatively small, but considerable housing 
development is taking place to cater for people in other areas of Buffalo City. 
Numerous challenges exist in housing development, especially with regard to 
increasing density and managing limited bulk infrastructure. 
 
The housing market is functioning well. The liquid property market together with clear 
property rights and the involvement of the financial sector are helping the market to 
function efficiently. However, some gaps in the market remain, with limited provision 
of low- and middle-income housing. The property market is diverse across the 
neighbourhood units and generally functions well as a result. The housing market 
can stimulate economic development in Mdantsane if quality of life is high and if the 
housing market functions optimally. However, while Mdantsane is a residential area, 
people generally prefer to live in East London. Some of the reasons for this 
residential preference include the poor education available in Mdantsane as well as 
inferior health services in the poverty node.  
 
Commercial activities 
Mdantsane is a historically poor area with most households earning less than the 
subsistence level. The central business district (CBD) is the core location of 
commercial activities, but with no upmarket chains represented and facilities in poor 
repair, it does not cater for the middle class. The Billion Group will service the 
emerging middle class by investing in a R200-million greenfield shopping complex in 
the area, luring national brands to Mdantsane. Coupled with Mdantsane Urban 
Renewal Programme (MURP) initiatives to revamp the CBD and the development of 
Mount Ruth, Mdantsane can become a regional centre of commercial activity. In this 
rejuvenated commercial setting, opportunities will also arise for local businesses to 
grow. 
 
City linkages 
Both physical and virtual linkages to East London are crucial for the economic 
development of Mdantsane. Although public transport currently links Mdantsane to 
East London, it is expensive and service levels are inadequate. The long-term goal 
for the city is to develop Mdantsane and East London together, but numerous 
obstacles currently prevent this from happening. Therefore, greater attention should 
be given to improving virtual linkages. Mdantsane residents also need better access 
to quality education, and access to information needs to be improved. Facilitating 
access to employment in the city is also an important need, and Mdantsane requires 
local representation from the municipality. 
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Section 4: Enabling Environment 
 
This section focuses on governance and the Integrated Development Plan (IDP) 
assessment. 
 
4.1 Governance 
 
As a part of Buffalo Municipality, Mdantsane is governed by a city manager as well 
as six heads of the following services: corporate services, development planning, 
engineering services, social services, financial services, and the executive mayor’s 
office.  
 
In 2001, the Mdantsane Urban Renewal Programme (MURP) was created with nine 
full-time positions. These could not be filled as the mayor’s policy forbade 
employment of non-Mdantsane citizens in the MURP office. Hence, instability in the 
municipal structure has hampered its progress.  
 
The MURP operating budget is tabled below. 
 

 Operating budget Comments 
2005/2006 2 659 723 R1,5 million was spent on consultants. 

2006/2007 4 889 529 
Budget was skewed because of increased 
spending on staff and training, publicity and 
additional consultants. 

2007/2008 2 560 160 Provisional, may increase. 
 
The IDP for Buffalo Municipality was developed in 2005. It was integrated with the 
municipal planning and performance management systems and prepared in formal 
workshops with the input of all stakeholders. The IDP has the following key focus 
areas: 
• The Spatial Development Plan 
• The Mdantsane-East London Development Framework 
• The Housing Policy Implementation Plan. 
 
The revised version of the IDP is the principal strategic planning tool that provides 
the framework for planning and development. The IDP was also drafted in 
compliance with a legislative framework covering local government, development 
facilitation and environmental management.  
 
4.2 IDP assessment 
 
The IDP focuses on service delivery to create enabling conditions for future 
economic growth. It was promoted to expand services within the budget framework 
and focuses on ensuring the effective use of current resources. It has also led to 
vigorous awareness of the prevalence of HIV/AIDS in the node. The actions 
proposed in the IDP are backed by specific cluster plans (social, environmental, 
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economic, spatial and institutional) providing the additional detail and 
recommendations required to move towards implementation. 
 
A criticism of the IDP document is that the MURP office has a vision to ensure that 
“Mdantsane in the year 2020 will be an integrated socio-economic hub for Buffalo 
City”. The office has advanced urban planning of Mdantsane and has endeavoured 
to ensure that efforts by stakeholders can be channelled effectively. The plan now 
lacks strong support, resulting in delays in project implementation. Additionally, the 
office struggles with a lack of human resources since the mayor’s policy forbids 
employment of non-Mdantsane citizens. The Mdantsane Urban Renewal Programme 
still does not form part of the IDP. 
 
Overall, the Buffalo City Municipality’s IDP is a solid document and is among the 
most comprehensive, high-quality IDPs available for municipalities in the poverty 
nodes. Although this document covers the entire Buffalo City Municipality, it does not 
focus specifically on the Mdantsane poverty node. There is a need to create detailed 
sector plans guided by the IDP, to update IDP spatial and statistical models 
according to migration and population patterns, and to strongly integrate MURP 
actions into the broader IDP. 
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Section 5: Economic Growth and Investment 
Opportunities 
 
Mdantsane is a residential area with limited local employment opportunities. The 
attractiveness of living in Mdantsane is moderate, as the node is characterised by 
high crime rates, a general lack of facilities and difficult access to East London. The 
housing backlog is comparatively small, but considerable housing development is 
taking place to cater for people in other areas of Buffalo City. There are numerous 
challenges in housing development, especially with regard to increasing density and 
managing limited bulk infrastructure. The housing market, in general, is functioning 
well. Infrastructure is an area that has been identified for further economic growth.  
 
5.1 Billion Group 
 
Located 4km from the CBD along the main access road from the R102, the 
Mdantsane City shopping development will cost approximately R200 million and will 
open for business in 2007. At present, there is only one shopping area of 
significance in Mdantsane, where some commercial activities take place. Other 
entertainment facilities in Mdantsane are taverns and shebeens. Using the new 
shopping centre, the Billion Group will attract upmarket chains to the node. The 
Billion Group will target the emerging middle class (tenant stores are middle to high-
end brands), and low-income groups will be attracted by high quality facilities and 
convenience. The project will result in ±1 000 permanent positions and ±1 000 
temporary jobs during construction. 
 
5.2 Mdantsane Centre Business District (CBD) 
 
The revitalisation of the CBD will stimulate local economic development by providing 
an environment that is more attractive and conducive to business and property 
investment. The primary focus will be on developing empty parcels of land to 
increase commercial density. This will result in increased footfall, will facilitate 
smoother taxi traffic flow and increase pedestrian throughput. 
 
5.3 Development of Mount Ruth Station 
 
Mdantsane’s transport vision is to increase the utilisation of public transport, 
especially rail transport. Mount Ruth Station’s proximity to the Mdantsane CBD 
makes it strategically suitable as a rail hub. The area is planned as a major activity 
centre and will offer an integrated light industrial, commercial, social and 
transportation hub; potentially a “Gateway to Tourism”. 
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Section 6: Summary  
 
The node is located 25km from East London and 30km from Bisho/King William’s 
Town.  
 
Mdantsane is considered South Africa’s second largest township. It is comparatively 
well provided for with regard to services and infrastructure, but the area’s 
sustainability is threatened by over-extension of bulk infrastructure and urban sprawl. 
A diverse housing market exists, with bottlenecks mostly in the rental and low-
income markets. High levels of service provisioning imply a comparatively positive 
level of residential life.  
 
For further improvement, more attention must be given to issues like urban 
efficiency, urban appeal, safety and education. A growing middle class is providing 
the potential for growth in the commercial sector, as can be seen from the major new 
shopping centre investment. Upgrading of the CBD will make Mdantsane more 
competitive with regard to outside competition.  
 
Mdantsane is already well connected to East London, although the costs of transport 
are a concern for ensuring integration. Corridor development will result in East 
London and Mdantsane progressively moving together. Great care needs to be 
taken to ensure East London’s economic survival, as Mdantsane will only benefit if 
the East London economy is strong. 
 
The infrastructure sector is not highly developed but it does offer many opportunities. 
For the growing middle class, infrastructure provides the potential for growth in the 
commercial sector, as can be seen from the major new shopping centre investment. 
The upgrading of the CBD will make Mdantsane more competitive with regard to 
outside competition. Corridor development should result in East London and 
Mdantsane progressively moving closer together. 
 
The following potential sources for economic growth have been identified: 
 

Short term Long term 
• East London will remain the main source 

of employment for Mdantsane. 
Potentially, the IDZ will provide stimulus 
to that economy. 

• Commercial employment will see only 
limited growth, as the sector is already 
well established. The new shopping 
centre will create new opportunities. 

• Although the education levels of 
Mdantsane citizens are comparatively 
high, the poor quality of education seems 
to inhibit employment and growth. 

• Improved access to commercial centres 
in Mdantsane and greater competition in 
the field may reduce the cost of food. 

• East London will remain the economic 
hub of the eastern part of Eastern Cape, 
however, crucial investments in 
infrastructure, e.g. the harbour, are 
required to ensure the town’s survival. 

• Some of the industrially zoned land 
around the edges of Mdantsane may 
provide room for greater economic 
activity in the node.  

• Commercial activities may grow as 
income levels rise. 

• Mdantsane will only benefit from 
economic growth opportunities in East 
London if it is able to provide the required 
skills to East London. 
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Short term Long term 
• The development of the transport corridor 

between East London and Mdantsane 
provides the potential for cheaper and 
quicker commuting between the areas. 

 
Solutions to the constraints facing Mdantsane include the following:  
• Top officials in Buffalo City Municipality need to commit to MURP for the project 

to have full-scale benefits. 
• The Department of Labour should reassess the role of the Border Training 

College, which could be used to upgrade the skills of Mdantsane residents and 
prepare them for future employment in the IDZ. 

• National government departments need to accelerate their processes when and 
where their action is required, e.g. providing support to the Mount Ruth 
development and providing vacant land for housing. 

• National government needs to recognise that Mdantsane can only grow if East 
London grows, which may require an upgrade of the harbour. 

• A change in policies is required to improve the current human resource 
bottlenecks at MURP, and at the municipality to speed up service-delivery and 
planning processes. 

 
All these developments require involvement of the following key stakeholders: 
• Buffalo City Municipality senior administration  
• The Department of Labour  
• The Industrial Development Zone (IDZ) 
•  National departments (South African Rail Commuter Corporation, South African 

National Roads Agency, Department of Labour and Department of Transport) 
• The Mdantsane Urban Renewal Programme (MURP). 
 
 


