16.2.2 Road Map

In communities with tourism potential the most feasible approach for launching community-
based tourism is to first establish an ‘anchor facility’. This facility, typically a lodge or other large
accommodation, will in most cases take the form of a Community-Private Sector Partnership (see
Table 4) and enables communities to leverage their land, secure community benefits, and mitigate risk.
Figure 41 presents a road map for the development of an anchor facility using a community-private
sector partnership, or joint venture model.

Figure 41 - Road map, development of a joint-venture partnership in tourism
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16.3 Impact

Community-based tourism may serve to enhance the social and economic development of rural
communities. If properly executed, tourism can deliver substantial benefit for the local economy
including revenue, employment and business opportunities, and stimulate economic activity in other
sectors. It may also encourage cultural preservation and environmental stewardship, especially where
these assets are integrated into and respected within the local tourism industry.

16.3.1 Rural Economy

In many rural villages across the globe community-based tourism is the primary driver of economic
activity. It has the potential to create various business and employment opportunities (Figure 42) and,
where tourism is well-planned with community participation, it has the capacity to support poverty
alleviation and sustained socio-economic development.

Figure 42 - Economic opportunities in community-based tourism
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16.3.2 Community Ownership

The ownership of community-based tourism facilities and other businesses will vary depending on the
tourism model (see Table 4). However, in every scenario the ownership structure must accommodate
direct benefits for community members including revenue, employment and contracting opportunities.
The following illustrations depict the different ownership models and the associated community
benefits (DOT, 2017) and are aligned to the models presented in Table 4.

Figure 43 - Community-based tourism, ownership models
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17. SECTOR STRATEGY - RETAIL

Retail is the dominant economic activity in many rural communities, driven by the purchase of
groceries, airtime, pre-paid electricity and basic household goods. Yet, most villages lack the retail
services required to meet local demand. This means that rural people must travel into town, spending
more on transport while generating little economic benefit for their community. At the same time rural
development programs typically ignore the retail sector and its potential to create jobs and support
economic growth.

Goal - Leverage retail spending to support an inclusive, localised economy where rural demand
drives economic growth.

InvestRural recognises the potential of rural retail to create employment, circulate money within the
rural economy, and inspire entrepreneurship. Opportunities for rural retail will therefore be woven
into other sector strategies such as agriculture, manufacturing, telecommunications and tourism.
InvestRural will also encourage the localisation of rural economies, the development of an inclusive
rural retail system, and the pursuit of retail innovation.

17.1 Solution - Localising Rural Economies

One of the economic principles underpinning the InvestRural approach is ‘localisation’” - empowering
communities to meet their needs locally through both rural production and consumption. Through
localisation it is possible to leverage rural incomes as a driver for rural economic growth, and to create
jobs and businesses in retail, agriculture, and local manufacturing.

To change production and consumption patterns in a rural economy is not an easy task. However,
much of the underlying conditions required to increase local production will be realised through
implementation of the Master Plan. For instance, the sector strategies for telecommunications, financial
services, agriculture, manufacturing and even renewable energy, are all designed to catalyse production
in rural areas, which in turn will provide retailers with greater opportunity to sell local goods.

The localisation of rural economies will also require a shift in the way rural consumers spend their
money. It is therefore necessary to incentivise rural people, particularly women and breadwinners, to
shop locally. This will be done both by applying innovations in rural retail and through the development
of an ‘inclusive retail system’.

17.1.1 Innovations in Rural Retail

There are various ways to incentivise people to buy local. One is simply to encourage consumers
through a marketing campaign, highlighting the economic and community benefits of shopping at
local retailers. However, in rural South Africa, where the retail offerings are limited and consumers
are highly price sensitive it will take more than marketing to change consumption patterns. Thus,
InvestRural has identified several retail innovations (Table 5) that will be tested and, if viable, rolled out
in engaged communities.

Table 5 - Innovations to catalyse the rural retail industry

Innovation Description Benefits
InvestRural Loyalty The Program incentivises rural customers - Rural consumers earn points that
Program to shop at local retailers, providing them they can redeem at participating local
with a loyalty card and reward system. retailers
The aim is to encourage both localisation - Retailers belong to a ‘buying group’
of the rural economy and the transition enabling them to buy from wholesalers
to an inclusive rural retail system. and manufacturers at a lower price

Revenue from the program is
reinvested in the community,
supporting the poor, creating jobs and
funding rural projects
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Innovation Description Benefits
InvestRural The Program enables supporters of rural Funds raised through the program are
Community community upliftment to raise funds invested in rural development projects

Program partners will be encouraged
to promote goods and services
originating from rural areas

Creates a sense of community pride in
‘buying local’

Fundraising Program for InvestRural projects every time they
shop at affiliated partners. For every
amount spent, a percentage is allocated
to InvestRural.

Rural households receive competitively
priced groceries without the cost/risk
of travelling to town

Rural tuckshops receive affordable
stock without having to close their

Rural Grocery Delivery This initiative enables rural households
and retailers (tuckshops) to order
groceries or stock using their mobile
phone. The goods are procured from
urban manufacturers and, where

possible, rural producers and delivered
to their doorstep. Kuloola, a rural
grocery delivery company, is currently

shop or pay high travel costs to
procure goods in town
Jobs are created for rural youth

operating this model in traditional areas
of KwaZulu-Natal.

Supports the competitiveness and
sustainability of rural enterprise
Supports rural entrepreneurship and

Tuckshop This initiative provides rural
Development Program entrepreneurs the training, infrastructure
(shipping container and POS system),
and stock needed to launch a rural job creation
tuckshop. Sustainability is supported by Increases the options for rural people
linking entrepreneurs to the rural grocery to buy local
delivery business and ensuring they have
the requisite business skills. Zisebenze,
a South African non-profit, is currently
delivering this model in rural KwaZulu-
Natal.

17.1.2 Inclusive Rural Retail System

Rural spending on groceries and other retail goods is substantial, despite relatively low-income levels.
According to StatsSA, in 2019 households in traditional areas spent an average 30% of their income
on food and drinks (equating to more than R116 billion in rural spend across South Africa) plus an
additional 18% on transport, with many people travelling for the sole purpose of purchasing food
(StatsSA, 2019).

The buying power of rural consumers presents an important opportunity to stimulate rural economic
activity. A recent study by South Africa’s Competition Commission found that local retailers (i.e.
tuck shops) account for about 40% of rural grocery expenditure, with the remaining 60% spent at
supermarkets in town (Competition Commission, 2019). By encouraging greater local spend and
developing rural wholesalers, traders and retailers, it is possible to establish an inclusive retail system.

Figure 44 illustrates the current retail system in rural communities - characterised by weak linkages
between rural retailers and the urban economy, resulting in limited revenue and an inability to capture
the majority of rural spend. Figure 44 also shows how this system can be transformed into an inclusive
rural retail system - characterised by rural wholesalers and traders who use local banking facilities to
procure stock directly from urban manufacturers and rural producers.
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Figure 44 - Transition from the current to the inclusive retail system
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17.2 Impact

The retail industry has the potential to drive the localisation of rural economies. By providing rural
people with an opportunity to shop local, retail traders can incentivise agriculture and other productive
activities, reduce the amount of money spent travelling to town, and in turn increase the incomes
available for local consumption.

17.2.1 Rural Economy
The development of local retail outlets - including traders, wholesalers and distributors - will create
much needed economic activity in rural communities (Figure 45). Rural retailers can support rural

enterprise and job creation, establish a market for local producers, incentivise investment in business
services such as telecommunications and banking, and generate revenue for community investment.

Figure 45 - Economic opportunities as a result of rural retail development
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18. SECTOR STRATEGY - MANUFACTURING

South Africa has a history of incentivising manufacturing in rural areas. Under apartheid, the government
established rural industrial parks and offered generous manufacturing incentives - although the
benefits were limited and the policy was eventually revoked (Marais, Rogerson, Nel, 2006). More
recently, government has established several rural Special Economic Zones (SEZs), designed to attract
investment and increase industrialisation. Yet, although the SEZs have achieved some success, they
have yet to catalyse job creation or manufacturing in traditional areas.

The development of rural manufacturing therefore requires a new approach. This approach must be
tailored to the specific attributes, resources and capacities in each rural area; it needs to be market not
input driven; and it has to identify ways to integrate rural manufacturers into existing supply chains.
What follows is a high-level strategy for small-scale manufacturing in traditional communities and a
review of the significant benefits that industrialisation may bring to certain areas.

Goal - Build manufacturing capacity to meet the demands of the rural and regional economy.

18.1 Opportunities in Rural Manufacturing

South Africa’s rural areas are highly differentiated - ranging from relatively large population centres
located near towns and cities, to small villages in deeply rural areas. Some communities are located near
mines, tourism facilities and commercial farming areas, while others are in regions with little economic
activity. Table 6 considers these different rural areas and the potential for small-scale manufacturing
within each.

Table 6 - Manufacturing potential in South Africa’s rural areas

Rural Area Characteristics Manufacturing Opportunities

Peri-urban Peri-urban communities are - Partner with existing manufacturers to establish
located in relative proximity local production facilities
to urban centres. Community
members generally travel to town - Build locally owned enterprise producing goods
for work and to do their shopping. for urban consumers and the relatively large rural
Strong transportation and some market

distribution networks exist

between the two locations. Potential products include - furniture, shoes,

clothing, alcohol (distilling, brewing), industrial
cables, chemicals, sanitation goods (toilet paper,
sanitary pads, tissues), etc.

Commercial Communities located near - Attract existing agro-processors to establish a local
farming area commercial farms are generally production facility
in areas with good agriculture
potential. Some community - Build local, small-scale agro-processing facilities
members will be employed on drawing on inputs from emerging farmers, and low-
the farms, while others engage in cost, surplus output from commercial farms

subsistence and emerging farming. . o . .
Build mini manufacturing capacity to transform

invasive vegetation and waste into agri inputs

Potential processes include - milling (grain, corn),
canning, drying and other processing of fruits, nuts
and vegetables, muesli, breakfast cereals, fertiliser,
animal bedding, animal feed, etc.
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Rural Area Characteristics Manufacturing Opportunities

Tourism area Tourism areas can attract both - Partner with tourism facilities and operators to
domestic and international visitors, access their supply chain
who generate demand for an array
of goods. Communities located - Manufacture goods for consumption by tourist
within or near tourism areas may, facilities/operators and tourists themselves

although often do not, receive
economic benefits including
employment, local procurement
and revenue sharing.

Market products as ‘locally made’ and highlight the
socio-economic benefits

Potential goods include - crafts, shoes, soaps, toilet
paper, tissues, honey, jams, dried fruit, alcohol
(distilling, brewing), etc.

Mining area Mining communities’ benefit from - Integrate local procurement and manufacturing
relatively well-paid employment support into the mines’ Social and Labour Plan
and community development and/or as part of an equity agreement between the
(via the mines’ Social and Labour mine and the community
Plans). However, the fortunes of
these communities are often so - Secure contracts with the mines to manufacture
closely tied to the neighbouring inputs including - steel structures, brackets,
mine that villages decline rapidly personal protective gear, work clothing, chemicals,
when mining activity slows. electrical equipment and cables, etc.

Remote area Many traditional communities - Manufacturing opportunities in very remote
are located in highly remote, communities are limited
or ‘deeply rural” areas with
little economic activity. These - Where agriculture occurs, simple agro-processing
communities typically suffer may be viable such as - canning, drying, honey
from high poverty and very production and other preserved goods

low employment, with most
households relying on social
grants to survive.

Simple manufacturing for local consumption
may also be viable including bricks and other
construction materials

Crafts and cultural products may be viable where
communities have the skills, access to inputs, and
market linkages

18.2 Solutions

Rural communities across South Africa are highly differentiated with respect to their proximity to
urban centres, population size, economic activity and capacity (see Table 6). As such, there is no single
strategy for manufacturing that can be applied to all traditional areas. Instead, traditional authorities
will need to consider their competitive advantages and deliver manufacturing solutions - several of
which are presented below - that are most appropriate for their area.

18.2.1 Attract Existing Manufacturers

South Africa’seconomy remains highly concentrated with asmallnumber of large companies responsible
for much of the country’s productive capacity. And although government has implemented reforms
aimed at increasing competition, particularly by black-owned businesses, the number of new entrants
in the manufacturing sector remains small. Thus, in some areas the most viable route to establishing
local manufacturing will be to attract existing companies willing to build a production facility within
the traditional authority. This strategy is most viable in peri-urban and commercial farming areas with
high agriculture output (for agro-processing specifically).

To attract manufacturers is not, however, a simple task. Traditional areas will need to provide the right
combination of infrastructure, services and skills. In addition to land, most manufacturers will require
access to water, reliable electricity, quality roads and internet connectivity, while some will look for
warehouses and/or industrial parks. Traditional communities will also need to provide skilled labour,
which in most cases will necessitate a training program.
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Traditional authorities may be able, however, to cultivate certain competitive advantages over other
non-traditional areas. First, traditional authorities can offer land at either minimal rates or as project
equity. Second, by implementing infrastructure projects set out in the Master Plan - such as renewable
energy, water, roads and telecommunications - a traditional authority may distinguish itself from areas
that depend solely on the municipality for these services. Third, if InvestRural succeeds in refocusing
society’s attention towards rural areas there may be greater interest among South Africa’s larger
companies to invest in traditional communities.

18.2.2 Build Local Manufacturing Industries

There is an opportunity in most traditional areas to develop local manufacturing businesses in low-
capital industries including crafts, furniture, certain food products and agricultural inputs (Table 6).
These businesses will generally be established by local entrepreneurs or cooperatives with support
from the InvestRural Hub, including access to financial services, training and markets. While it is unlikely
that this ‘mini-manufacturing’” will drive rural industrialisation, it will encourage entrepreneurialism,
build local capacity, and create income opportunities.

Some areas also have potential for more advanced, capital-intensive manufacturing. These opportunities
are outlined in Table 6 and include the manufacturing of mining inputs, chemicals, food, alcohol,
clothing and sanitation goods. The development of manufacturing at this scale will require a feasibility
analysis, sufficient market demand, investors and, in most cases, a private sector partner capable of
providing the requisite expertise.

A model for this type of manufacturing in rural commmunities is provided in Figure 46. This diagram
shows how a manufacturing SPV may be established to address a specific market opportunity. The
SPV will be created with support from the Promotor (InvestRural), input from the traditional authority,
and the expertise of a technical advisor. Funding will be sought from impact investors and, in cases
where the output is destined for a mine, large tourism facility, or other well-resourced entity, capital
may come directly from the off-taker as part of their community investment program.

Figure 46 - Local manufacturing industries, project structure
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18.2.3Establish Agro-Processing Hubs

Agriculture has the greatest potential to transform rural economies, both through the sale of primary
products and the opportunities available in agro-processing. One approach is to encourage small-scale
processing by the farmer, local entrepreneur or cooperative. This type of processing - canning, drying,
shelling nuts, honey production, etc - is relatively labour intensive but does not require significant
capital. Thus, it can be encouraged via the proposed agriculture incubator (Section 15.1) and with small
business support from the InvestRural Hub.

There is also the opportunity to develop more intensive agro-processing through the establishment
of Agri Hubs in strategic locations. These Agri Hubs, described in detail in Section 15.2, will support
greater access to markets through aggregation and the negotiation of off-take agreements. They
will also, where viable, provide market-driven agro-processing services, which will add value to rural
produce, create well-paid employment, and generate revenue for rural communities.

18.3 Impact

Rural industrialisation is key for achieving sustained development in many traditional communities. By
supporting rural manufacturing industries, it is possible to build the skills, market linkages and business
foundations for further industrialisation once rural economies are on a sustainable growth path.

18.3.1 Rural Economy

Manufacturing, even at a small-scale, has the potential to uplift rural economies. The creation of
relatively well-paid jobs, the opportunity for higher income for primary producers, and the spin-off
effects in other industries, are all positive benefits from rural industrialisation. Furthermore, when rural
areas have an opportunity to attract investment this may also incentivise infrastructure development
- although in most cases, infrastructure must be in place before manufacturing will follow.

Agro-processing is also an increasingly important market access point for emerging farmers. It has the
potential to increase farm employment, reduce wastage by providing a ready and accessible market,
and improve rural incomes and livelihoods. These potential benefits from rural manufacturing are
summarised in Figure 47.

Figure 47 - Impact of small-scale manufacturing on rural economies
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19. SECTOR STRATEGY - RURAL ENTERPRISE DEVELOPMENT

In the Government’s 1995 White Paper on Small Business, Trevor Manuel - then the Minister of Trade
and Industry - was quoted saying ‘small, medium and micro-enterprise represent an important vehicle
to address the challenges of job creation, economic growth and equity in our country’ (SBP, 2014).
Twenty-five years later these comments are even more pertinent, particularly in rural areas.

Goal - Aside from the government, mining and agriculture sectors, virtually all rural employment
will come from the small enterprise sector.

The preceding sections laid out the supports needed to enable rural economic growth and to catalyse
high potential industries - efforts that will address some of the critical challenges faced by rural
entrepreneurs. However, InvestRural recognises that investment attraction alone will be insufficient
to achieve the goals set out in this Master Plan. Entrepreneurs will also require targeted support to
grow their businesses, employ more people, and drive away rural poverty. While a critical mass of
sustainable and diversified rural enterprise are needed to achieve sustained economic growth.

Goal - Build the capacity of rural enterprise to seize opportunities and create jobs

19.1 Solutions

Entrepreneurship in South Africa is low relative to other developing economies, with fewer people
starting businesses and a lower rate of success (GEM, 2019). This is especially true in rural areas, where
the opportunity and capacity for enterprise development is extremely limited. The implementation of
solutions set out in this Master Plan will drive rural economic activity and generate more prospects
for entrepreneurs. InvestRural recognises however, that these opportunities will not be adequately
exploited without direct support for rural entrepreneurs.

19.1.1 Training & Mentorship

Training and mentorship will be made available for rural entrepreneurs. While some of these services
will be delivered through the proposed InvestRural Hub, most will be delivered centrally by service
providers within the InvestRural Platform. This includes an intensive short course and backup coaching.

The following is a high-level overview of the training and mentorship services that will be offered to
rural entrepreneurs:

* ldentifying rural business opportunities and developing a viable business idea;

e Concept development, refining and testing;

e Business planning, including market assessment, budgeting and forecasting;

* Business operations, including procurement, managing stock and payroll, tracking income and
expenses, and understanding time value for money; and

* Business growth, including support for the entrepreneurial mindset, reinvesting profits, formalising
the business, business expansion, and access to credit.

Where possible, rural entrepreneurs will also be linked to mentors within their respective industry. This
may include commercial farmers or food producers, established retailers, successful manufacturers
and others who possess the knowledge and experience to support rural entrepreneurs. These mentors
will be recruited by the InvestRural Platform as part of an overall engagement strategy designed to
attract external expertise to rural areas.

Rural entrepreneurs will also be provided access to a range of services, designed to support business
sustainability and growth. In some cases, these support services will be developed as a result of the
interventions put forth in other sections of this Master Plan. While in other cases, support services will
be delivered via the InvestRural Hub and Platform.
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The following is a list of support services that will be offered to rural entrepreneurs:

* Banking services including access to banking, credit and insurance;

* Business formalisation including registration and taxation;

e Access to markets including the negotiation of off-take agreements, aggregation of rural goods,
and marketing support; and

« Access to finance including advice on acquiring a loan and/or applying for grants.

19.1.2 Delivery Mechanisms

South Africa has a relatively large network of small business organisations, from government’s
Small Enterprise Development Agency (SEDA), to municipal run SMME ‘shops’, and private sector
incubators. However, the presence of these organisations in rural areas is extremely limited, leaving
rural entrepreneurs with few avenues for support. It is therefore imperative that InvestRural deliver
localised and holistic support services in a way that is both efficient and economically feasible.

InvestRural therefore proposes the development of an ‘entrepreneur pipeline’ in rural communities,
designed to identify, encourage and develop rural entrepreneurs via a series of graduated training,
mentorship and support services (Figure 48). This pipeline will leverage existing InvestRural
infrastructure - namely the InvestRural Hub (present in each engaged village) and the InvestRural
Platform (a centralised, digital support network) to deliver support both locally and digitally.

Rural entrepreneurs, including emerging farmers, youth, informal business owners, and anyone with a
set of skills or expertise that they wish to monetise, will be encouraged to visit their local InvestRural
Hub to access a baseline of support services. Entrepreneurs will then be referred to the InvestRural
Platform for more targeted and comprehensive support. Finally, once a rural enterprise reaches
sustainable growth, the Platform will link them to external service providers with the expertise to
support business development.

Resources for the delivery of rural enterprise training, mentorship and support will be sought from a
variety of sources. For programme development and implementation, InvestRural will seek funding and
input from development organisations, South African industry, government and others operating in
the development space. While expertise, including mentorship, will be sought largely from volunteers
with sufficient experience and financial means to donate their time to this important venture.

To secure funding for the development of specific businesses, the InvestRural Platform will seek out
loans, grants and other business resources. Funding will be sought from private financiers (equity
investors), banks and Development Finance Institutions (loans and development impact bonds),
government and development organisations (grants), and individual contributors (donations and
crowd funding). The InvestRural Platform will work with entrepreneurs to access these resources,
including the development of business plans, pitches and financial forecasts, once the business has
proven viability.
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19.1.3 Rural Entrepreneurship Course

There is tremendous need within rural communities for entrepreneurs to launch small businesses.
However, most rural people lack the capacity for business development, while those who are running
businesses often do so informally with inefficient processes and limited support.

The Rural Entrepreneurship Course is designed to help participants build the knowledge and skills
required to succeed as an entrepreneur in the rural economy. The course focuses on the ways in which
entrepreneurs recognise business opportunities, develop business ideas, and attract the resources
needed to make their business a reality. Where possible, the course will be delivered in person -
however, in many communities a digital alternative will be required.

The Course will also build entrepreneurs’ skills in commmunications (English), numerical literacy, technical
literacy, marketing, ICT, as well as leadership skills and confidence building. The intent is that, by the
end of the course, entrepreneurs will have a baseline of knowledge and skills needed to develop a
business idea and make use of the additional support mechanisms available to them.

Figure 48 - Support for rural entrepreneurs
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19.2 Impact

Small enterprise development is absolutely critical for the growth of rural economies, the creation
of local employment opportunities, and the sustainable development of traditional communities.
Furthermore, although the interventions presented throughout this Master Plan are necessary to
stimulate enterprise development, it is also rural entrepreneurs who will ensure that these interventions
are implemented in a way that generates the greatest benefit for rural communities.

19.2.1 Rural Economy

The redirection of investment towards rural areas and the delivery of entrepreneur support will lay the
foundation for rural enterprise development. And although some industries, such as retail, are more
amenable to entrepreneurs owing to lower capital costs and fewer barriers to entry, there is potential
for rural enterprise creation in each of the sectors addressed in this Master Plan. Specific business
opportunities within these sectors are presented in the implementation plan.

Rural enterprise development has the potential to stimulate job creation, addressing the incredible
burden that unemployment places on rural society. In South Africa, 45% of wage earners are employed
in businesses with fewer than 50 employees, and another 10% in informal enterprise (TIPS, 2019).
Furthermore, rural businesses tend to be more labour intensive than those in urban centres, where
technology and mechanisation are more readily available. It is expected that in many rural areas,
particularly those with limited mining and tourism potential, rural enterprise will account for more than
three-quarters of all local jobs.
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20. ENABLING RURAL DEVELOPMENT

The purpose of this section is to establish a foundation for rural development by identifying the key
enablers and systems required to catalyse investment and support socio-economic progress. These
enablers will need to be acted upon in all traditional communities engaged in the InvestRural process
if sustained investment and development are to be achieved. Thus, the establishment of InvestRural as
a critical tool for rural development is also addressed.

However far a stream flows, it never forgets its origin. African Proverb

20.1 Rural Development Compact

There is a broad consensus among all sectors of South African society regarding the need for rural
economic development, as well as focused interventions to tackle poverty and marginalisation in
traditional communities. However, this agreement has yet to engender a coordinated approach -
resulting in piecemeal and largely ineffective policies and programs.

InvestRural aims to refocus society’s attention on rural communities - calling for the establishment
of a Rural Development Compact encompassing the public and private sectors, labour organisations,
development foundations, rural coommunities, and churches. The intent is to create a social agreement
between those parties with a direct interest in the economic wellbeing of rural communities, and to
ensure that all parties endorse the Master Plan.

Figure 49 - Rural development compact
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To establish the Rural Development Compactitis necessary to first engage with each party to determine
their priorities, resources and capacity for rural development, and to gather their buy-in for the
InvestRural concept. It will also be necessary to establish development standards for rural communities
- including the elimination of poverty; extension of adequate education, services and infrastructure;
and the fostering of economic and job opportunities - which all members of the ‘compact’ agree to
and will work towards.

20.2 Establishing InvestRural

InvestRural provides the structures, supports, and networks needed to implement and localise
investment in traditional communities. Figure 50 illustrates how the Master Plan will be translated into
Village Economic Development Plans and commercial opportunities, setting out a clear implementation
framework in each engaged community. This diagram also presents the InvestRural Platform as a
Promotor of private investment and local economic activity (via the InvestRural Hubs); a facilitator of
public sector and NGO funding; and a supporter of traditional councils as they work to leverage local
assets and catalyse socio-economic development.

Figure 50 - Invest Rural Platform, implementation partners
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20.2.1 InvestRural Platform

The InvestRural Platform addresses the challenges, opportunities and strategies laid out in the Master
Plan. It serves as a digital link between traditional communities and those with the resources to support
development (private, public and development sectors) and is responsible for promoting, supporting
and commercialising investment opportunities.

Figure 51 provides a representation of the InvestRural Platform, including each of the functions deemed
necessary to achieve the goals set out in the Master Plan.

Figure 57 - InvestRural Platform, key components
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The InvestRural Hubs are physical structures established in each village to deliver rural investment,
driving forward the solutions set out in the Master Plan. The Hubs will act as a conduit between the
InvestRural Platform and traditional communities, and provide the following key services:

» Collects and organises local information and creates a database for each village;

e Supports the development and updating of Village Economic Development Plans;

* Houses a ‘rural agent’ tasked with engaging community members;

¢ Functions as a market agent, aggregating sales and seeking off-takers (in collaboration with the
regional Agri Hubs); and

¢ Ensures that the rural market makes sense to the public and private sector.

The following diagram (Figure 52) provides a visual representation of the InvestRural Hub, its eleven
core functions and support structures.
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Figure 52 - InvestRural Hub, key components
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Execution of the Master Plan at the local level requires that structures be in place to achieve effective
engagement between the traditional council, its members, and external stakeholders. This will be
achieved through the development of an InvestRural Forum in each engaged community, comprised
of representatives from the both the traditional council and the community. Figure 53 illustrates a
proposed structure for these Forums.

Figure 53 - InvestRural Forum, Key Components
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20.3 Building the Capacity of Rural People

An assessment of the challenges facing traditional communities, set out in Section 5 of the Master Plan,
identified the need for greater ‘self-awareness and motivation” among the rural poor, as well as the
importance of rural peoples ‘organisation and participation’ in the development process. Collectively,
these challenges highlight the ways in which rural people are constrained in their capacity to drive
socio-economic change.

For traditional communities to unlock their economic potential, rural people must have the capacity
to enable rural development. Thus, the InvestRural process encompasses several broad interventions
designed to uplift and prepare rural people for socio-economic change. These interventions - civic-
driven change and skills development - are described below.

20.3.1 Civic-Driven Change

Over the last decade, efforts to achieve community transformation and enterprise development
have often relied on a process of civic-driven change. A distinctive feature of this process is that it
seeks to engage all possible partners in support of community-led action to address poverty and
underdevelopment. This includes not only community members, but also development organisations,
government and the private sector - each of which will provide their distinct, yet interconnected,
contributions to the process.

A second feature of civic-driven change stems from the recognition that development issues are
interlinked, and made worse by poverty, and thus must be tackled together. Rather than discrete
projects involving a few people, this method engages all actors in a locality in responding to social and
economic challenges. It also looks at the relationships between these challenges and the upstream and
downstream value chain linkages of every rural enterprise.

Third, civic-driven change recognizes that it is not enough to work with individuals or individual
enterprise. Solutions to ‘individual’ problems imply wider support and a shift in culture. All potential
actors must be involved: traditional leaders, local government, change makers, women, youth, those
with jobs, and those without, and all those excluded from power. This process weaves a web of local
support for emerging enterprise and social initiatives.

20.3.2 Skills Development

The process of skills development referred to here focuses, not on the basic education offered in
schools, but on the capacities required for rural people to drive development and socio-economic
change. The intent is that - through an activity-led approach that emphasises learning by doing -
rural people will become not only active participants, but drivers of the processes and interventions
designed to transform their lives.

This approach will transform the individuals themselves, the means and technigues of production,
the places in which people live and the products created. Through an initial six months of intensive
engagement, community actors will be supported to create the institutional arrangements and
enterprises for durable development. This will be followed by monthly coaching sessions, technical
support and financial mentorship for emergent enterprises and programmes; and a rural academy that
offers bespoke education and enables a deepening of practical wisdom.

20.4 Strengthening Traditional Systems

The third driver for rural development is the existing system of leadership and administration in
traditional communities. It is this system that will be responsible for implementing the Master Plan
- pursuing rural development in a way that best leverages their community’s assets and addresses
the most pressing needs. It is therefore important to prepare traditional systems for socio-economic
development by enabling better governance and administration, and undertaking corporatisation.
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20.4.1 Governance and Administration

Good governance and sound administration by
traditional leaders, councils and authorities is a
critical enabler of rural development. It achieves
greater stability within traditional structures;
better compliance with legislation; improves
administrative efficiency; and assists with social
and infrastructure development. In short, it is the
quality of governance and administration that
will determine the effectiveness of the proposed
development agenda.

InvestRural will work with engaged communities
to build institutional capacity within traditional
structures. This process will include the:

A.Review and development of governance and
administrative policies;

B. Training on administrative policies for the
traditional council;

C. Development of a sound traditional council
structure;

D. Creation of a model for undertaking traditional
affairs;

E. Establishment of financial policies and
management systems; and

F. Capacity building within the royal family to
support change management.

20.4.2 Corporatisation

Governance Manual

Traditional Council Policies

Traditional Affairs Model

Financial Policies

Royal Family Code of
Conduct and Structure

Corporatisation involves the restructuring of a traditional community’s assets and operating activities
into a legal structure that is easily understood by stakeholders in both the public and private sector.
It involves establishing clear corporate governance and business management technigues. And, in
doing so, makes it possible for traditional councils to efficiently manage their commercial assets, their

liquidity and the balance of investment and spending priorities.

InvestRural will support traditional councils with corporatisation in order to prepare for investment
attraction and project implementation. A critical part of this process will be the creation of Special
Purpose Vehicles (SPVs) to drive project implementation. These SPVs - defined as a separate entity
created to fill a specific objective - will be established to isolate both the traditional community and

development partners from risk.
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TRADITIONAL COMMUNITIES CORPORATISATION TOOLKIT (TAC2T)
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InvestRural will leverage the Corporatisation Toolkit (TAC2T) to bring about the corporate changes
required for lasting community change. The Toolkit offers a tailor-made solution to equip traditional
communities with the structures and innovative solutions needed to attract economic resources
and eliminate rural poverty. Training is both practical and pragmatic for traditional leadership in
rural communities; for growth and development of rural areas; and capacity development of rural
people.

Corporatisation enables traditional communities to attract investment and funding; enhance
accountability and transparency to their members and stakeholders; and unlock the economic
value of its assets. The aim is to grow a community’s commercial asset value and maximise returns
in order to fund implementation of the Master Plan.

The process of corporatisation includes:
1. Organisational structures that are operationally and tax efficient

2. Proficient governance, administrative and treasury structures
3. Sound organisational policies and procedures
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20.5 Village Economic Development Plans

The Village Economic Development Plan is a tool used by InvestRural to support implementation at
the community-level. The Plan provides a tailored approach - including a portfolio of local projects
that are prioritised by their potential to reduce poverty and enable growth. The Plans share a similar
foundation, but are shaped by the conditions, opportunities and challenges in each community.

Responsibility for creating the Plan rests with the traditional council with support from the InvestRural
Forum and Platform. To create the Plan, the council will consult a wide-range of stakeholders. The aim
is to build an understanding of the InvestRural concept, trust in the organisation, and support for the
process; to create a plan that is both practical and well-informed; and to give stakeholders a say in the
decisions that impact their lives and a role in implementation.

The Plan will be informed by a village profile that delivers a set of baseline conditions, identifies the
most fundamental development challenges, and highlights opportunities for growth. The profile is
designed to be both comprehensive and data driven, drawing on existing community-level data, local
and regional studies, input from traditional leaders and other knowledge holders, and a community
survey designed to gather the information in five key areas:

1. The Individual - Demographics, personal morals and values, participation in civil society, workforce
participation and employment, health, education, and financial literacy/inclusion.

2. The Household - Household numbers and size, family structure, type of dwelling, access to
services, income, and food security.

3. The Community - Culture and heritage, community organisations, recreation and entertainment,
education and healthcare infrastructure, roads and connectivity, telecommunications, safety, land
and the environment.

4. The Leadership - Traditional leadership, council and structures, and district/local municipality.

5. The Economy - Local economic activity, economic infrastructure, potential, and investments.

The Village Economic Development Plans will also align to the implementation framework set out
in the Master Plan. This includes the setting of clear objectives in support of the established rural
development goals and the identification of priority projects capable of catalysing rural economic
development. These projects will draw on the project lists provided in the Master Plan, but will be
tailored to address local needs and priorities.

The Plans will be housed, along with all data, within the InvestRural Platform. The intent is to ensure that
this information is both secure and readily accessible by the InvestRural team and relevant partners.
This also allows for ready identification and aggregation of economic opportunities. Plans will be
regularly updated to reflect changing circumstances, new opportunities, and development outcomes.
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21. IMPLEMENTATION PLAN

InvestRural envisions an Africa where rural people live with dignity, work towards prosperity, and
have hope for the future. As a first step towards realising this vision in South Africa, InvestRural has
developed a Master Plan laying out the challenges and opportunities faced by traditional communities;
as well as establishing strategies to attract investment and innovation to rural areas - to bring workable
solutions to the most fundamental rural challenges - and to catalyse social and economic change.

The Implementation Plan is aligned to the Rural Development Goals (RDGs) set out in Section 6.3 of
the Master Plan and presented in Figure 54, with sub-goals identified for each implementation phase.

Figure 54 - Rural development goals
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The Implementation Plan occurs in three phases - Launching Rural Development; Building Communities
and Economies; and Sustainable and Inclusive Growth. These phases are aligned to 5, 10- and 20-year
timelines and provide clear sub-goals, activities/projects and targets. The start date for implementation
begins when a community is engaged in the InvestRural process and is taking meaningful steps to
enable social and economic development.

Each phase of the Implementation Plan includes a set of activities/projects that should be considered
by every traditional community. These will be adapted and incorporated into Village Economic
Development Plans, created by the traditional authority with support from the InvestRural Forum.
This process will require careful prioritisation, the inclusion of baseline data and associated targets,
an overview of key stakeholders, and other information designed to support project planning and
implementation.

21.1 Phase 1 - Launching Rural Development

The first phase of implementation represents the activities, projects and outcomes required to launch
rural development during the first five years. For instance, communities engaged in 2020 will strive
to realise the activities and projects presented below by the year 2025. During Phase 1 the aim is to
establish an enabling environment for rural development, to implement the most critical and initially
viable projects (the ‘low hanging fruit’), and to alleviate the worst of rural poverty.
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21.1.1 Sub-Goals

Projects and activities included in the Phase 1 of the Implementation Plan are focused on achieving the
following sub-goals:

1. Address the most immediate infrastructure needs;

2. Support underlying conditions for entrepreneurship and employment; and

3. Improve food security and nutrition.

21.1.2 Implementation Management

Phase 1 of the Implementation Plan is divided into two stages. The first stage creates an enabling
environment for rural development and is executed by the traditional community, supported by the
systems set out in the Master Plan. The second stage is concerned with project implementation and
poverty alleviation.

As part of the planning process each community will create a Village Economic Development Plan,
which includes a village profile - detailing the communities assets, challenges and opportunities. The
Plan will be compiled by the traditional council with support from the InvestRural Forum (IRF) and the
InvestRural Platform. The Plan will aid communities with prioritising projects and activities, determining
project design and scope, and identifying stakeholders and beneficiaries.

Implementation monitoring will be undertaken by the InvestRural Platform using a defined set of
indicators and outcomes. In many cases, funding arrangements will be predicated on these outcomes
(i.e. the Development Impact Bond model). Monitoring will be done using data collected by the
InvestRural Hub and verified by the InvestRural Forum. Regular reporting will be completed by the
InvestRural Hub, including an annual progress report and project specific reports provided to the
traditional council and InvestRural Forum.

21.1.3 Enabling Rural Development - Actions and Outcomes
The first stage of phase 1is to create an enabling environment for rural development, by leveraging the
land, people and traditional systems present in rural communities. Table 7 provides a list of activities

designed to set the stage for rural development and identifies the responsible party and desired
outcomes for each.
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Table 7 - Implementation Plan, Phase 1: activities to enable rural development

Driver Activity Responsibility
1 Establish Compile the InvestRural Master Plan to guide InvestRural InvestRural
InvestRural development in traditional communities over the Promotor Master Plan
long-term
2 Establish Develop a digital resource centre capable InvestRural InvestRural
InvestRural of coordinating, facilitating and promoting Promotor Platform
development in all engaged communities
3 Establish Establish a physical hub in each village to act as a Traditional InvestRural Hub
InvestRural conduit between the InvestRural Platform and the Councils and
community, and to drive rural development InvestRural
Promotor
4 Establish Develop a community specific plan, translating the  InvestRural Hub  Village
InvestRural Master Plan into a relevant strategy for social and Economic
economic development Development
Plan
5 Establish Establish a representative group to facilitate Traditional InvestRural
InvestRural collaboration between the traditional council, its Council Forum

members and external stakeholders
Encourage community members to purchase goods InvestRural Hub Rural Consumer

6 Leverage

Existing Buying locally Forum
Power

7 Leverage Undertake group buying in order to enable InvestRural Hub  Rural Loyalty
Existing Buying consumer discounts Program
Power

8 Build the Undertake a process of civic-driven change, Rural Academy  Shift in culture

Capacity of empowering community-led action to address and outlook
Rural People poverty and underdevelopment
9 Build the Build rural capacity to drive development and socio- Rural Academy  Greater capacity
Capacity of economic change through engagement, institutional to drive rural
Rural People arrangements and workshops development
10 Build the Identify and support rural entrepreneurs, building InvestRural Hub  Cohort of
Capacity of the skills needed to identify, plan and execute rural  /Rural Academy capable
Rural People businesses /Rural Enterprise and skilled
Developer entrepreneurs
Il Strengthen Create the structures and systems within the Traditional Corporatisation
Traditional traditional authority to enable community asset Council and - Administrative
Systems management InvestRural Structures
Platform
12 Strengthen Review and develop administrative policies to Traditional Corporatisation
Traditional encourage good governance and sound resource Council and - Administrative
Systems management InvestRural Policies
Platform
13 Strengthen Establish structures and systems that enable the InvestRural Corporatisation
Traditional management of financial liquidity as well as the Platform - Treasury
Systems balance of investment and spending priorities Structures &

Systems
Special Purpose

14 Strengthen Establish separate legal entities to drive investment InvestRural

Traditional and implementation of individual development Platform Vehicle(s) -
Systems projects, as needed SPVs
15 Strengthen Build capacity within the royal family and traditional InvestRural Strong
Traditional council to improve good governance, administration Platform Traditional
Systems and change management Leadership
16 Partnership & A social agreement between parties with direct Traditional Rural
Collaboration interest in the economic well-being of rural Leaders and Development
communities, including endorsement of the InvestRural Compact
InvestRural Master Plan Promotor
17 Investment Assess the market and financial feasibility of priority InvestRural Bankable
Attraction infrastructure and economic projects Platform Feasibility
Studies
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21.1.4 Implementation - Projects and Indicators

The Master Plan provides strategies for each sector relevant to rural development. Table 8 unpacks
these sector strategies, identifying projects with the potential to launch rural development and alleviate
poverty within the first phase of implementation.

Table 8 - Implementation Plan, Phase 1: project list

SUB-GOAL: Address the most immediate infrastructure needs

#  Sector Project Indicators

1 Energy Develop a mini-grid solar energy system Hours per week without power; price
per kWh

2 Energy Install specialised solar geysers in homes # of geysers installed; reduction in

monthly kWh consumed

3 Roads & Transport

Conduct critical maintenance on the
community’s road system

Road quality; jobs created

4 Water Implement a groundwater strategy kL of groundwater consumed; rate at
including borehole replacement, drilling which groundwater is replenished
and management system

5 Water Develop a community water reticulation % of households with a tap in their

system including treatment and storage

home or yard

6 Sanitation

Deliver dignified sanitation to every
household, school, and clinic

% of homes, schools and clinics with
dignified sanitation

7 Sanitation

Address critical infrastructure gaps in rural

schools and community facilities

Schools meeting the DOE’s minimum
norms and standards

SUB-GOAL: Support the underlying conditions for entrepreneurship and employment

8 Roads & Transport

Address critical public transport concerns

Expansion of bus/taxi services

9 Water

Establish a water training program for
system management, maintenance and
repairs

# of people trained; jobs created

10 Telecommunications

Implement a Rural Computer Literacy
Program

% of adults with digital literacy; % of
rural people with ready access to a
computer/tablet

M Financial Inclusion

Provide financial literacy training and tools

# of community members trained;
uptake of financial services

12 Education

Establish a ‘21st Century Education’
program including a centralised Rural
Academy

% of school leavers accessing
employment or higher education and
% participating in the Rural Academy

13 Tourism

Collaborate with existing tourism operators

in the area to develop a skills and
employment strategy and rural enterprise
development/procurement strategy

Revenue for local businesses (R); jobs
created

14 Retail

Establish the InvestRural Loyalty Program
to incentivise local spend

# of users (consumers and retailers);
revenue generated (R)

15  Manufacturing

Support rural entrepreneurs and farmers
to develop mini manufacturing and value-
addition

Income to producers (R); jobs
created

16 Rural Enterprise
Development

Build the Rural Entrepreneurship Program
to deliver training for identified rural
entrepreneurs and micro business owners

# of entrepreneurs trained; # of
businesses established

SUB-GOAL: Improve food security and support healthy life choices

17 Water

Provide water for agriculture purposes

# of hectares irrigated

18  Agriculture

Establish a Village Incubator to support
subsistence and emerging farmers

# of income earning farmers; farm
revenue (R); # of hectares under
production; volume of agriculture
products
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21.2 Phase 2 - Building Communities & Economies

The second phase of implementation is designed to attract investment, strengthen traditional
communities, and catalyse rural economic development. This phase builds on the achievements made
during the first five years, which should have established an environment conducive to investment
and ready for economic growth. Phase two will occur over the second five year block, for instance
communities engaged by InvestRural in 2020 will embark on phase two from 2025 to 2030.

21.2.1 Sub-Goals

Projects and activities included in the Phase 2 of the Implementation Plan are focused on achieving
the following sub-goals:
1. Establish the services, structures and partnerships needed to fuel rural enterprise development;
2. Support environmental, agricultural and economic sustainability; and
3. Address the gap between rural and urban standards of living.

21.2.2 Implementation Management

Responsibility for implementing phase two of the Implementation Plan rests with the traditional
council. By this time, the council should have the governance structures and institutional capacity in
place to direct development, attract investment, and appoint strategic partners. During this phase, the
traditional council will also be supported by the InvestRural Platform and a well-established InvestRural
Hub staffed by highly capable community members.

Monitoring of implementation will be undertaken by the InvestRural Hub, which will feed information
to relevant partners. By phase two the traditional council and the InvestRural Platform will have
established a regular schedule for monitoring and reporting, including both annual and project specific
reports. This process will be instrumental in leveraging additional funds from the public, private and
non-governmental sectors.

21.2.3 Implementation - Projects and Indicators
Table 9 identifies sector specific projects to be implemented during the second five years of
implementation. It is envisioned that these projects will collectively support community and local

economic development.

Table 9 - Implementation Plan, Phase 2: project list

SUB-GOAL: Establish the services, structures and partnerships needed to fuel rural enterprise development

#  Sector Project Indicators
1 Energy Establish a local and regional waste Tons of waste collected per month;
collection program jobs created
2 Energy Construct a biogas plant Annual output of electricity, fuel and/
or digestate
3 Energy Integrate renewable energy into the kWH consumed from renewable
agriculture value chain sources; % of inputs from renewable
sources
4 Roads & Transport Develop locally owned transportation # of businesses created; jobs created
services
5 Roads & Transport Develop local input manufacturers and Value (R) of local contracting and

contractors to support road construction procurement; jobs created
and maintenance

6  Telecommunications Develop a local retail system for the sale of Community revenue (R)
digital vouchers

7 Financial Inclusion Establish a Village Bank to deliver rural % of community members and
financial services businesses banked

8 Education Expand the Rural Academy to address # of trainees; % of graduates accessing
skills development across key sectors skilled employment;

% of graduates establishing rural
enterprises
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SUB-GOAL: Establish the services, structures and partnerships needed to fuel rural enterprise development

9  Agriculture Establish an Agri Hub in strategic areas Income received by farmers (R);
to provide agro-processing services and Revenue generated (R); jobs created
market access

10 Tourism Establish a joint venture to develop an # of tourists visiting; community
anchor tourism facility in areas with high revenue (R); jobs created
tourism potential

1 Retail Implement projects to support local # of local retailers; % of household

retailers including stock delivery and/ora  expenditure retained in the community
tuckshop development program

12 Retail Establish rural wholesalers, through an SPV % of household expenditure retained
or entrepreneur development program, in the community; amount of locally
and link them to urban manufacturers and produced goods sold (R); jobs created
local producers

13 Manufacturing Partner with local mines, tourism facilities Revenue from procurement (R); jobs
and other industry to develop an SMME created
procurement strategy and support

structures
14 Rural Enterprise Deliver ongoing training, mentorship and # of businesses supported;
Development support services to rural entrepreneurs sustainability and growth rate of
through a rural enterprise incubator participating businesses

Sub-Goal: Support environmental, agricultural and economic sustainability

15  Water Implement water saving technology and kL of water conserved
farming systems

16 Water Supply rainwater tanks to households, # of tanks installed; jobs created; kL of
farmers and community facilities using water conserved
innovative payment structures

17 Water Develop small-scale surface water schemes Water volumes and flow rate

(i.e. dams/reservoirs) in areas with
sufficient supply
18 Telecommunications Enable farmers to access and use practical % of farmers using agri apps

agri app(s)
19 Retail Establish the InvestRural Community # of users (consumers and retailers);
Retail Program to raise funds for rural funds raised (R)

development projects

Sub-Goal: Address the gap between rural and urban standards of living

20 Telecommunications Develop a community-owned WiFi # of local hotspots; % of homes and
network facilities with reliable internet access

21  Education Establish an E-Library and E-Learning % of students with digital literacy; %
Program in rural schools of students with regular access to a

computer

22 Education Strengthen Parent Advisory Councils at % of parents actively engaged in their
rural schools children’s education

23  Health Improve the quality of infrastructure and Health facilities meeting minimum
services at rural public health facilities standards

24  Health Establish a rural ambulance service Average wait time for an ambulance

21.3 Phase 3 - Sustainable & Inclusive Growth

The third phase of Implementation aims to achieve growth that is financially and environmentally
sustainable, and inclusive of all members of rural society. This phase builds on the social and economic
development achieved during the first ten years of implementation. It is envisioned that phase three
will occur over at least a decade, such that communities engaged by InvestRural in 2020 will embark
on phase three from 2030 to 2040.
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21.3.1 Sub-Goals

Projects and activities included in phase three of the Implementation Plan are focused on achieving
the following sub-goals:

1. Support rural industrialisation and attract investment;

2. Invest in infrastructure and services for sustained growth; and

3. Strengthen community health and capacity.

21.3.2 Implementation Management

Responsibility for implementing phase three continues to rest with the traditional council, as well as
the administrative and support structures established by the council for the purpose of community
and economic development. The traditional council and its structures will continue to receive support
from the InvestRural Platform and will have established robust relationships with the private sector,
government agencies and departments, and development institutions.

Implementation monitoring will continue to be done by the InvestRural Hub but will be expanded to
include progress towards broader developmental goals (i.e. the UNs Sustainable Development Goals).
Regular reporting will continue and, again, will be used to leverage additional development funds.
The lessons learned will be reported to the InvestRural Platform in order to refine project plans for
traditional communities engaged in earlier phases of implementation.

21.3.3 Implementation - Projects and Indicators

Table 10 identifies sector specific projects to be implemented during the third phase, or second decade,
of implementation. It is envisioned that these projects will support the sustainable and inclusive growth
of rural economies. It must be noted, however, that this list will be substantially revised to align to each
communities development needs and progress to date.

Table 10 - Implementation Plan, Phase 3: project list

SUB-GOAL: Support rural industrialisation and attract investment
# Sector Project Indicators

1 Energy In mining communities, establish an IPP Revenue for the community (R);
partnership between the traditional community, jobs created
the mine and industry partners

2 Energy Construct a waste-to-energy plant Annual output of fuel, gas or
electricity
3  Energy Develop a solar geyser supply chain including Investment generated; business
distributors, installers and content manufacturers activity (revenue) (R); jobs
created
4 Manufacturing Where feasible, attract existing manufacturers to Investment (R); jobs created
establish local factories
5 Agriculture Develop commercial farm operations in strategic # of hectares under production;
communities through the graduation of emerging volume of agriculture products
farmers
6 Rural Enterprise Support the formalisation and expansion # of formal rural enterprise
Development of established rural enterprise with the aim supported; # of jobs created;
of encouraging rural industrialisation and rural GDP

broadening the rural tax base
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SUB-GOAL: Invest in infrastructure and services for sustained growth

7  Water Ensure there is sufficient water and infrastructure # of homes with a full
to enable full reticulation in homes reticulation network
8 Water Develop a regional water strategy in Agreed upon terms for water
collaboration with mines, tourism facilities and use
commercial farmers
9 Sanitation Utilise technology and innovation to improve Total revenue (R) from the
sanitation services, transform waste into useful sanitation economy
products, and leverage sanitation data
10 Telecommunications Deliver a mobile app to connect community % of households using the app
members to the traditional leadership and
InvestRural Hub
1 Financial Inclusion Establish innovative community credit schemes Value of loans made (R);
revenue of businesses
supported (R); jobs created
12 Tourism Develop community owned tourism facilities, # of tourists visiting; community
reinvesting revenue from the tourism joint revenue (R); jobs created
venture
13 Retail Modernise the rural retail industry through the % of retailers using digital

introduction of digital technology, banking and
other innovations

solutions

SUB-GOAL: Strengthen community health and capacity

14 Education Build partnerships with local and regional # of graduates gaining skilled
employers to proactively address skills demand  jobs in local industry

15 Health Develop a wellness centre to provide primary % of community members
healthcare services receiving regular primary

healthcare

16 Health Establish an SPV to deliver mental health and # of community members
chronic disease services to the rural population accessing health services

17 Health Attract mobile health facilities to screen for and % of residents receiving non-

treat non-urgent conditions

urgent care
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22. FUNDING RURAL DEVELOPMENT

InvestRural proposes an ambitious agenda for catalysing development in South Africa’s rural areas,
the execution of which requires substantial investment from both the private and public sectors. The
following is an overview of the mechanisms and tools used to fund the rural development projects set
out in the Master Plan.

22.1 Funding Mechanisms

There are various mechanisms through which the resources necessary for project implementation
can be sourced (Table 11). The aim is to achieve the most advantageous combination of capital for
each project. These mechanisms were developed with input from industry experts and informed by
decades of experience in rural development finance.

Table 11 - Funding mechanisms for rural development

Funding . ..

Mechanisms ot Gl
Capital raised from the general public and organisations for charitable purposes and to

advance a specific cause. InvestRural will seek donations from churches and faith-based

Donations organisations, individuals, rural-based businesses, and companies with well-aligned CSI
programs.
Funds given by a specific granting body to achieve a clear development objective. In most
Grants cases grants are issued following a competitive application process. InvestRural will pursue

grant funding from development trusts and foundations, aid agencies, foreign embassies/
consulates, government, South African Treasury and mines.

A loan which can be forgiven or repayment deferred for a period of time by the lender either
in its entirety, or a portion thereof, when certain conditions are met.

Investment funds that can be accessed by rural enterprise who aim to fulfill a social objective.
This may include poverty alleviation, food security, education, healthcare, or other social
objectives.

Community Loan A fund that provides loans to the community usually for the purpose of financing a
Funds community project.

Debt, equity or guarantees that accept concessionary returns relative to conventional

Forgivable Loan

Social Enterprise
Investments

Catalytic Capital

investments.
Social Impact A tool based on the pay-for-performance principle where the government agrees to repay
Bonds investors for the improved social outcomes of the project/programme.

A tool based on the pay-for-performance principle where the private donor or development
funding institution agrees to repay investors for the improved social outcomes of the
project/programme.

Development
Impact Bonds

Community An interest-bearing loan with a face value, fixed term and set interest rate. Community
Bonds bonds always generate a social or environmental return, in addition to a fair financial return.
Debt Money that is owed to a lender. There are various forms of debt with varying degrees of
associated risks.
Equity financing is the process of raising capital through the sale of shares. By selling shares,
Equity the company sells ownership in their company in return for cash. In the case of traditional

communities, an equity stake may be offered in a project or mine located on traditional land,
in exchange for use of the land.

22.2 Funding for Agriculture Projects

The agriculture sector represents the most important driver of economic development and poverty al-
leviation in rural areas. It is therefore important to consider the specific funding mechanisms available
to support subsistence and emerging farmers, which have the potential to create a substantial number
of sustainable jobs while ensuring food security.
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Table 12 provides the financing structures available to farmers at each stage of development. The
commercial farming sub-sector does not require support from government as the businesses can
afford to raise capital when required and/or use internal surplus cash flows. The focus is therefore on
soliciting funds for emerging farmers who require a combination of grants, debt and owner equity to
ensure alignment of interests and to catalyse private/public capital. Based on the economic impact of
subsistence farming, technical assistance and grants should be offered to acquire the required farming
equipment and inputs.

Table 12 - Financing structures for South African farmers

Subsistence Farmer Emerging Farmer Commercial Farmer
Grants Debt Debt
Equity
Technical Assistance Grants Equity

Financing for emerging farmers will require risk-sharing mechanisms that can provide the appropriate
reassurance to banks, who may be adverse to funding emerging farmers, particularly on communal
land. For instance, a bank may finance 70% of an agriculture project subject to a contribution of 30%
as a grant (equity from the perspective of the emerging farmer) by an appropriate government-relat-
ed agency. This approach constitutes risk-sharing between public and private sector to unlock financ-
ing for agricultural projects (see Figure 55).

Figure 55 - Risk-sharing in agricultural financing

Government
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Loan |
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Grant Repayment

Input Supplier(s) —— Agriculture Projects - Off-Takers
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(if required) to manage the
project and transfer skills
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Figure 56 - Emerging farmers, project structure
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As a way to recycle capital in the fund in order to finance new projects, once a project is up and
running successfully, the exposure in the business may be reduced by bringing replacement capital
(for the bank’s contribution) into the investment. This capital may be drawn from development finance
institutions (DFIs) such as the Land Bank and the Industrial Development Corporation. The bank can
then recycle the capital commitment (buy-out by DFIs) to new projects, by starting another fund on
the same principles set out above. Thus, over a long period, a bank’s initial contribution could finance
many projects ‘bootstrapped’ by the availability of government grants.

These funding mechanisms, in combination with the support for emerging farmers outlined in Section
15, holds the potential to support greater production and transform these farms into profitable
(commercial) farming systems. This process of graduating farmers from subsistence, to emerging,
and eventually profitable commercial entities, is illustrated in Figure 57.

Figure 57 - Graduating farmers from subsistence, to emerging, to commercial
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22.3 Asset Value Optimisation

Project funding and development will be undertaken according to the principle of Asset Value
Optimisation (AVO). This Principle implies that projects should be structured in such a way as to
maximise the benefit for each partner - the traditional community, government and industry expert.
It implies the optimal mix of funding - including equity, debt and loans - in order to achieve optimal
outcomes.

Figure 58 illustrates the AVO model and the contributions of each stakeholder with InvestRural acting
as the project ‘Promotor’.

Figure 58 - Asset Value Optimisation (AVO) model
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22.4 Rural Development Fund

The Rural Development Fund (‘the Fund’) will be a private fund initiated and promoted by rural
communities. The Fund will target businesses and entities with financially viable projects within the
traditional community jurisdiction. It will seek to provide equity and quasi-equity funding for new
projects/businesses, business acquisitions, and expansions with an investment threshold ranging from
R1 million to R50 million.

The Fund will seek to achieve social returns on investment, with the ultimate goal of alleviating poverty
in rural communities. The investment philosophy will be centred on the following principles:

1. Project companies must be well managed, properly governed and have a good track record;

2. Projects should be constrained by their lack of equity capital. The Fund will thus enable these
companies to grow at their full potential;

3. While the fund will take an active role in monitoring and guiding its portfolio project companies,
it will not become involved in these companies’ day-to-day activities.
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The Fund will support sectors with the greatest capacity to catalyse economic development and job
creation in rural areas. This includes the priority sectors set out in the Master Plan - agriculture and
agro-processing, tourism, manufacturing, renewable energy, and retail - as well as other opportunities
where available. Diversity of the fund will be preserved by ensuring that not more than 40% of the fund
is invested in any one sector.

The Fund will be created via a partnership agreement comprising of investors, and led by InvestRural as
‘General Partner’. The investors will be limited partners in the Fund and therefore their representation
will be determined by their capital commitments. Investment decisions will be made by the General
Partner, and informed by the recommendations received from the fund manager. Investments will
be ring-fenced using the SPV model (see Appendix D), with the investors having a proportionate
shareholding in each investment entity. Figure 59 presents the legal structure for the proposed Fund.

Figure 59 - Legal structure for the Rural Development Fund
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APPENDIX A - GLOSSARY OF KEY TERMS

Alignment of Interest - A financial term describing an arrangement in which all parties stand to benefit
from one particular outcome. For the purpose of rural development, it is important that the interests
of traditional communities, project developers and financiers are aligned.

Agro-Processing - A subset of manufacturing that processes raw materials and intermediate products
from the agriculture, forestry and fisheries sectors. In South Africa agro-processing contributes
a significant proportion of total manufacturing revenue, yet there is untapped potential for sector
development and employment creation in rural areas.

Asset Value Optimisation (AVO) - An approach that recognises the assets available in rural areas,
specifically land, and undertakes strategic improvements to optimise land value for the benefit of
traditional communities, project partners and investors.

Collateral - Refers to an asset that a lender or financial institution will accept as security for a loan. For
traditional communities, collateral will be secured through a surety or guarantor who will commit to
meeting the lenders obligation on behalf of the community.

Community-Based Organisation (CBO) - Small, typically informal, organisations of local people that
respond to the immediate needs of their members. CBOs play an important role in rural communities,
responding to the immediate needs of their members. However, they also suffer from lack of information,
resources and influence on policy and local decision-making.

Communal Land - Land thatis collectively managed by a large group of people, or community, typically
in Indigenous or traditional areas. In South Africa, communal land refers to land under traditional
authority and encompasses more than 18 million hectares.

Corporate Social Investment (CSI) - Funding or other resources delivered by a business for projects
that improve the conditions of people, communities or the environment. CSl is external to normal
business operations and is not profit-driven, although it may improve a company’s competitive
advantage. For InvestRural, CSI from companies operating in rural areas or serving rural customers
will form an important source of funding for rural development.

Corporatisation - A process of establishing structures and systems that enable traditional community’s
to efficiently manage their commercial assets, their liquidity and the balance of investment and
spending priorities. InvestRural will aid traditional councils with corporatisation in order to prepare for
implementation of the Master Plan.

Customary Law - The written and unwritten rules that have emerged from the customs and traditions
of communities. For customs and traditions to be sanctified as law they must be known to the
community, followed by the community, and enforceable. In South Africa, customary law is practiced
in traditional communities and recognised in the Constitution as having equal status with common law.

Decent Sanitation - A level of sanitation that enables proper hygiene, supports good health, and
protects the dignity of those who use it. In South Africa, the Free Basic Services Policy guarantees
all households to at least a Ventilated Improved Pit (VIP) toilet. InvestRural is moving beyond this
minimum for decent sanitation, seeking compostable solutions that offer improved hygiene, safety,
and longevity.

Development Finance Institute (DFI) - A specialized financial institution typically owned by a national
government that provides risk capital for economic development projects in developing countries on
a non-commercial basis. InvestRural will look to DFIs to help finance project implementation.

Development Impact Bond (DIB) - Performance-based investment tools designed to finance socio-
economic programs in developing countries. The DIB finances the program with money from private
investors who earn a return, paid for by a third-party donor (outcome payer), if the program achieves
pre-defined outcomes.
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Digital Literacy - A person’s capacity to use a computer; access the internet; possess knowledge
about how these tools can be used to create, manage and integrate information; and the skills required
to put this information to meaningful use.

Discouraged Job Seeker - Refers to people of working age who have given up searching for work
because they believe there are no jobs available for which they qualify. Discouraged job seekers are
not counted within the official unemployment rate, which underscores the argument that this rate is
artificially low. In South Africa’s rural areas the number of discouraged job seekers is very high.

Downstream Activities - The activities or processes involvedin converting materials collected upstream
into a finished project. For instance, in the agriculture industry, downstream activities include agro-
processing, storage, packaging and distribution.

Dry Sanitation - The disposal of human waste without the use of water as a carrier. InvestRural is
pursuing dry sanitation solutions for rural areas, where water scarcity and a lack of infrastructure
precludes the delivery of a wet sanitation system.

Economically Viable - The term economically, or financially, viable is used to describe a project that
provides a net contribution to society after all costs and benefits have been accounted for.

Empowerment - A set of interventions designed to increase the self-determination of people and
communities, enhancing the control they have over their lives. This process enables individuals to take
advantage of the opportunities before them, and supports communities to become stronger and more
resilient.

Entrepreneurship - Activities that involve the discovery and exploitation of business opportunities,
particularly through the introduction of innovation and new ways of doing things. While some
characteristics of an entrepreneur may be innate, it is possible to foster entrepreneurship by providing
information, delivering services and support, and mitigating risk.

Equity - Represents the ownership of an asset, which may be leveraged for investment or other means.
In traditional communities there is an opportunity to deliver land in order to gain an equity stake in
development projects.

Financial Inclusion - The availability of financial products and services - transactions, savings, credit,
insurance - and the knowledge needed to appropriately utilise these services.

Food Security - When all people, at all times, are able to access sufficient, safe and nutritious food in
order to meet their dietary needs. In South Africa’s rural areas, although most people consume enough
calories, the lack of diversity and nutrition in their diet means that many are food insecure.

Formalisation - A process that businesses go through to ensure that their company is properly
registered and licensed. Formalisation has the potential to support business growth, create more and
better jobs, increase tax revenue and reduce poverty.

Governance - A term comprising the processes of governing either by a state, an organisation, or a
traditional authority. Governance determines who has power within a community or organisation, and
how this power is administered.

Gross Domestic Product (GDP) - The total value of all goods and service produced within a country
during a specific time period. A country’s GDP is one of the main indicators used to measure or
benchmark economic performance.

Homeland - South Africa’s homelands, or Bantustans, were territories established by the government
to house the nations black population, as part of the policy of apartheid. Today, although the homelands
have been integrated into South Africa proper, they continue to retain traditional systems of leadership,
land ownership, and customary law.
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Independent Power Producer (IPP) - An IPP is an entity that is not a public utility, but that owns
facilities to generate electric power for sale to utilities or consumers. In South Africa, recent legislation
has paved the way for the establishment of IPPs to generate renewable electricity in rural areas.

Incubator - A company or organisation that assists new businesses or producers to grow and develop.
The incubator provides a range of support including training, mentorship, access to finance, and
contract negotiation. An agriculture incubator is typically a farm where people are given temporary
access to small parcels of land, infrastructure and training for the purpose of improving skills and
know-how.

Integration - The process of better connecting rural areas to towns and cities through improved
transport, telecommmunications, and economic systems. Integration implies that rural areas not only
supply inputs to urban centres, but are better able to access opportunities, services, and the resources
required for poverty alleviation.

InvestRural - The term ‘InvestRural’ is a trademark representing the rural development agenda put
forth in the Master Plan, as well as the key mechanisms (i.e. InvestRural Platform, InvestRural Hub, etc)
established to advance this agenda in rural communities.

Localisation - Empowering rural communities to meet their needs locally through both production
and consumption. Through localisation it is possible to leverage rural incomes as a driver for rural
economic growth, to create jobs and businesses, and to build rural wealth.

Mineral Beneficiation - The transformation of minerals into a higher value product, which can either
be sold locally or exported.

Municipality - In South Africa there are three categories of municipalities - metropolitan, district and
local. Municipalities are responsible for a range of functions including service delivery, municipal roads
and public transport, local economic development, and decisions around land use. Municipalities are
meant to work closely with traditional authorities in the execution of these functions in rural areas,
particularly socio-economic development and land use, however collaboration is often limited.

National House of Traditional Leaders (NHTL) - A South African body comprising traditional leaders
representing the Provincial Houses at a national level. The NHTL was established to represent traditional
leaders and their communities at a national and (where required) international level.

Off-Take Agreement - An arrangement between a producer and a buyer to purchase (or sell) some
or all of the producers anticipated output. InvestRural will aid in negotiating off-take agreements
between rural producers and buyers.

Poverty - A state or condition in which a person or community lacks the financial resources for a
minimum standard of living. In South Africa, poverty is measured according to an upper and lower
bound poverty line, defined as the amount of money needed to ensure food security (lower bound)
and provide for basic essentials (upper bound).

Promotor - As the originator of a concept, the Promotor supports the development process, establishes
the requisite mechanisms, and ensures that project implementation proceeds accordingly. InvestRural
will act as the Promotor for projects and interventions put forth in the Master Plan.

Provincial House of Traditional Leaders (PHTL) - A body comprised of traditional leaders, representing
their communities at a provincial level. Provincial houses of traditional leaders are established in six
provinces - the Eastern Cape, Free State, KwaZulu-Natal, Limpopo, Mpumalanga and North West.

Scalability - The ability of a project or concept to be adapted to a bigger scale without losing efficiency

or effectiveness. Given the scope of the rural challenge in South Africa, project scalability is critical to
success.
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Service Level Agreement (SLA) - A documented agreement between a service provider and a
customer that defines the service expected and the metrics upon which they will be measured. To
implement the Master Plan, SLAs will be established between the traditional authority (via a Special
Purpose Vehicle) and service providers.

Social and Labour Plan (SLP) - The SLP is provided by every mine in South Africa as part of the
regulatory process and is designed to set out the ways in which the mine will contribute to development
in nearby communities. The purpose of the SLP is to promote local employment, advance social and
economic wellbeing, contribute to the transformation of the mining industry, and support community
development.

Social Grants - South Africa’s social security system delivers grants to qualifying citizens for the
purpose of reducing poverty among vulnerable groups. There are five main grants in South Africa:
The State Old Age Pension, the Disability Grant, the Child Support Grant, the Foster Child Grant and
the Care Dependency Grant, while a temporary Covid-19 Social Relief of Distress Grant will be paid
temporarily. In rural communities social grants are a main contributor to household income.

Small, Medium, Micro-Enterprise (SMME) - Refers to businesses defined by the Department of Small
Business Development as small, medium or micro in size. Although the specific definitions vary by
industry, in most cases SMMEs are those with less than 250 employees.

Special Purpose Vehicle (SPV) - An SPV is a legal entity created for a specific purpose. In the context
of raising capital for project implementation, an SPV can be used as a structure by which all investors,
the traditional authority, and key project partners are joined collectively in a single entity:.

Sufficient Water - Chapter 2 of South Africa’s Constitution states that “Everyone has the right to
have access to sufficient food and water.” This implies that water should be available within a distance
accessible to everyone, while the financial costs of procuring water should not be prohibitive. The
Department of Water Affairs and Forestry has set a minimum threshold of 25 litres per day, accessible
within 200 metres of a person’s home. InvestRural aims to surpass this guaranteed minimum, ensuring
that each home is equipped with a tap, providing sufficient water for drinking, food preparation and
personal hygiene.

Sustainable Development - The most widely accepted definition of sustainable development is
development that meets the needs of today without compromising the ability of future generations
to do the same. InvestRural expands on this definition, seeking rural development that is not only
environmentally and resource sustainable, but also advances the sustainability of rural traditions,
culture, and community.

Traditional Area - In South Africa, traditional areas refer to rural areas under traditional authority.
These areas constitute the former homelands and are located in eight of the country’s nine provinces.

Traditional Authority/Leader - Traditional authorities, or traditional leaders, predate both the colonial
and apartheid systems, They act as custodians of community morals, social values and traditional
institutions; provide a voice for rural people, articulating their needs and ambitions with respect to local
development and governance; and fulfill a fundamental role in supporting development interventions
that are practical, impactful and lasting.

Traditional Council - A legal entity comprised of traditional leaders that represent a given community
and execute the functions of traditional leadership. Traditional councils are recognised by the Traditional
Leadership and Governance Framework Act 41 of 2003, which provides them official status.

Unemployment Rate - The official, or ‘narrow’, unemployment rate represents the proportion of people
in the labour force that are without a job, but are looking for work. An ‘expanded’ definition includes
not only those people looking for work, but also discouraged job seekers who would like to work but
have given up looking for a job. In light of the economic conditions in rural South Africa, the expanded
unemployment rate is a more accurate picture of unmet employment demand.
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Upper Bound Poverty Line - Defined as the amount of money that an individual needs to meet the
minimum daily needs for food and non-food household items.

Upstream Activities - Refers to all of the activities required to gather and prepare the materials
necessary to create a product. For instance, in the manufacturing of maize meal, upstream activities
include maize farming, storage and transportation, as well as any training, incubation and support
services provided to maize farmers.

Value Chain - A value chain describes all of the business activities - upstream and downstream - required
to create a product from start to finish. By analysing the value-chain for a particular product or service,
it is possible for InvestRural to identify economic opportunities for rural enterprise development.

Village Banks - Locally based, member-owned institutions offering financial services to underserved
populations. Village banks (aka Co-operative Banks or Co-operative Finance Institutes) are specifically
designed to encourage savings in order to provide responsible credit and affordable financial services
to their members.
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APPENDIX B - VILLAGE ECONOMIC DEVELOPMENT PLAN TEMPLATE
VILLAGE ECONOMIC DEVELOPMENT PLAN - Community Name
VILLAGE PROFILE

The Village Economic Development Plan provides a snapshot of the community using information
from the Village Profile, which will be included as an Appendix to the Plan. The snapshot will provide
key information including the community’s location, name of the traditional authority, municipality,
demographic data and economic drivers.

KEY STAKEHOLDERS AND POTENTIAL PARTNERS

Provides a list of key stakeholders including community members, organisations, businesses, and
representatives from the traditional authority. These stakeholders should be engaged in the creation
of the Plan, and will be instrumental in its implementation.

Potential partners are those people and groups identified through the planning process who have the
resources, skills and/or capacity to support implementation. These partners may include businesses,
mines or farms in the area, local and regional non-profits and civil society organisations, and universities
and training institutes.

DEVELOPMENT CHALLENGES

Identifies the most fundamental challenges in the community - typically those which limit both human
potentialand economic growth. These challenges must be clearly defined and specific to the community.
For each community it is recommended that key challenges be linked to each development goal.

Example - Water is delivered by the local municipality via three community taps. On most days, at
least one of the taps is not functioning. In an average month there are 3-5 days where the community
is without running water for more than 6 hours.

DEVELOPMENT OPPORTUNITIES

Identifies the development opportunities available to the community. These may derive from economic
activities and investments, ideas and initiatives put forth by local stakeholders, planned upgrades to
infrastructure and services, or access to funding, training, and other support. Opportunities should be
clearly defined, including their scope, potential and timeline, as well as recommendations for how they
can best be leveraged.

Example - A Mining Company operates a platinum mine 12 km from the community. The mine currently
employs X number of people, including X people from the community. At present the mine does not
provide training or purchase inputs from local businesses, however, their Social and Labour Plan does
make provision for these activities. Consultation with company officials indicates a willingness to work
with the community to realise these and other opportunities.

IMPLEMENTATION PLAN

The Implementation Plan provides a clear framework for the implementation of development
interventions, including objectives and priority projects. It is aligned to the framework set out in the
Master Plan, identifying projects capable of furthering the following rural development goals:

Poverty Eradication - To end poverty, in all its forms, within every community where InvestRural is
endorsed.

Enterprise and Employment Creation - To create an environment that supports economic activity,
fosters entrepreneurship, and enables businesses to grow and thrive.

Strong and Resilient Communities - To build strong and resilient commmunities that can sustain social

and economic development, address local and municipal issues, respond to new opportunities, and
withstand economic shocks.
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Objectives are set out for each of the three rural development goals. These objectives will be aligned
to the Master Plan, but also provide specific aims for the community in question. It is important that the
objectives are SMART - specific, measurable, achievable, realistic and timely (aligned to a timeframe).

Priority Projects are defined as practicalinterventions with the greatest capacity to support development
and improve quality of life. These projects will align to those presented in the Master Plan and be
tailored to the needs and opportunities in the community. InvestRural will package these projects into
investible ventures, in some cases bundling them with similar projects from other communities, and
work to attract the resources and expertise for implementation.

The Plan will include, at minimum, the following information for each priority project. Prior to
implementation, InvestRural will develop a detailed feasibility study / business plan.

Project Name -

Description - Provide a detailed description of the project including location, scope and scale and technical
requirements

Anticipated Benefits - What are the tangible and intangible benefits of the project and will these benefits exist
over the long-term

Target Beneficiaries - |dentify those in the community who will directly benefit from the Project

Potential Partners - Identify the individuals, organisations and other groups who may support the Project

Project Sustainability - Will the project continue to operate and/or achieve financial sustainability in the
absence of direct support and what is required to achieve sustainability

Risk Assessment - What are the main risks to project implementation and sustainability and what actions can
be taken to mitigate these risks

Cost - Provide a high-level estimate of total project cost. This figure should be accurate enough to support
planning. The actual costs will be determined through a feasibility study / business plan.

Timeline - Provide an estimated timeline for project planning, fundraising and implementation

TIMELINE

The Village Economic Development Plan will be tied to a clear timeline for implementation, including
a timeframe for preliminary work, stakeholder engagement, project planning, fundraising and
implementation. The Timeline will be aligned to what is presented in the Master Plan, but must be
flexible and regularly adapted to reflect changing circumstances.
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APPENDIX C - BUSINESS MODELS

InvestRural takes an entrepreneurial approach to development, recognising that sustained investment
at the scale required to end rural poverty is only possible with a sound business approach. Thus,
InvestRural has established the following three Business Models - for the government, the private
sector and traditional communities. These Models will be presented to each stakeholder, in conjunction
with the Master Plan, in order to incentivise support for the approach.

Social Impact Model: Government

The following model represents a value proposition for government to incentivise their support for
the InvestRural process, and to elicit funds for project implementation. This model will be presented
to key stakeholders in Treasury, relevant government departments, and agencies. In some instances,
this model may also be relevant for the purpose of soliciting funds from international governments
and agencies.

Purpose Impact

Create workable solutions to the most fundamental challenges Thriving rural economies

of inequality, poverty and unemployment. Build a coherent state Agriculture development

that enables inclusive economic growth, rural development, Small enterprise development

infrastructure investment and reliable service delivery for all. Employment in rural areas
Address the infrastructure backlog
Skills development
Poverty alleviation

Problem Solution Unique Value Key Enablers Beneficiaries

Proposition

- High - Build rural - Co-creation of - Village Economic - Traditional
unemployment capacity rural economic Development communities
- High poverty to identify recovery solutions Plans - Families in rural

levels opportunities with multiplier - Traditional communities

- Lack of clean and - Public-private effect councils/ - Micro businesses
reliable water community - Self-sustainable municipality MOA inrural
supplies partnerships rural communities - InvestRural communities

- Unhygienic - Alternative Platform - Community-
sanitation system funding - InvestRural Hubs based (rural)

- Urbanisation mechanisms - Impact investors organisations

- Poor road - Localisation - Industrialists - Individuals in
infrastructure - Rural - Private sector business

- Increasing demand industrialisation - Access to land - Traditional leaders
for grants - Job creation - Rural investment and councils

- Underutilised land
- Little contribution

- Rural enterprise

development

pipeline

- Rural goods and

- Rural community

cooperatives

to Nations GDP - Support services - Farmers
- Poor quality investments in - Technical grants

education rural towns and
- Not ready for villages

4% Industrial - Include rural

Revolution projects in

- State's budgetary
constraints

- Limited knowledge
and skills to
generate income

- Poor access
to healthcare
facilities

South Africa ‘s
investment book

- State procurement

of rural products
and services
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Channels

Key Metrics

- Number of families
taken out of
poverty

- Number of
individuals directly
impacted

- Number
of scalable
opportunities
identified and
implemented

- Number of
entrepreneurs

- Jobs created

- Rural ‘GDP’

- Number of toilets
built

- Number of families
with access to
clean water

- ICT in schools

- Healthy
communities

- Hectors of
land utilised
productively

Key Activities
- Endorse InvestRural Master Plan
- Stakeholder engagements (e.g traditional

leaders, government, development
organisations, and private sector)

- Support development of bankable

feasibility studies

- Support workshops to develop Village

Economic Development Plans

- Model of public-private community

partnership that will attract investment

- Align Village Economic Development

Plans to District Development Plans

- Support InvestRural Roadshows
- Land tenure system
- Align capacitation of traditional councils

to capacitate rural economies

- National House
of Traditional
Leaders

- Provincial House
of Traditional
Leaders

- Workshops

- Local House
of Traditional
Leaders

- Community
meetings

- Social media

- Community radio

- Business forums

- Nedlac

Key Partners

- Traditional council
- Impact investors

- Banks

- Foundations

- Technical partners
- Churches

- Development

banks

- |P and technology

owners

- Retailers
- Commercial

farmers

- Mines
- Tourism operators

- Technical Assistance Grants
- Project Grants (agriculture, infrastructure)
- Jobs Fund contributions
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Social Impact Model: Private Sector

The following model is designed to incentivise investment and support for rural development from
the private sector. This model will be presented to potential investors including banks, Development
Finance Institutes (DFIs), equity investors, mines, and corporations. The intent is to demonstrate both
the socio-economic impacts of the approach, as well as the potential returns on investment both
directly and indirectly by growing the rural market.

Purpose ‘ Impact

Thriving rural economies
Agriculture development
Small enterprise development
Rural employment
Infrastructure investment
Skills development

Poverty alleviation

To develop infrastructure, social and economic development
projects in rural areas for the purpose of alleviating rural poverty,
improving rural livelihoods, and transforming rural areas into an
engine of growth for the South African economy.

Customer
Segments

Customer
Relationships

Problem Solution Unique Value

Proposition

- High - Build capacity - Co-creation of - Community Rural Communities
unemployment within rural solutions that meetings - Employed

- High poverty communities grow business - InvestRural Hubs - Grant recipients
levels to identify while solving social - Rural traders - Stokvels

- Lack of clean and opportunities problems - Farmers
reliable water - Public-private - Increase rural - Traditional
supplies community demand for goods councils

- Unhygienic
sanitation system

- Urbanisation

- Poor road
infrastructure

- Increasing demand
for grants

- Underutilised land

- Little contribution
to Nations GDP

- Poor quality
education

- Not ready for
4% Industrial
Revolution

- State’s budgetary
constraints

- Limited knowledge
and skills to
generate income

- Poor access
to healthcare
facilities

partnerships and services

- Alternative

funding
mechanisms

- Localisation
- Rural

industrialisation

- Job creation
- Rural enterprise

development

- Support

investments in
rural towns and
villages

- Include rural

projects in South
Africa’s investment
book

- State procurement

of rural products
and services

Qutcome Payers
- Government
- Foundations
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‘ Key Activities

Channels

Cost Structure

Revenue Streams

Key Resources

- IP and trademarks
- Technology

- Rural business/
products

- Developer

- Co-create rural

products

- Research and

development

- Enterprise supplier

development

- Public-private

community
partnerships

- Risk management
- Invest in rural

infrastructure
projects

- Financial inclusion
- Understand

rural market and
opportunities

- National House
of Traditional
Leaders

- Provincial House
of Traditional
Leaders

- Traditional
councils

- Community
meetings

- Direct marketing
programs

- Websites

- Business forums

- Business
overheads

- Marketing

- Business
development

- Costs

- InvestRural
Platform

- Cost of capital

- Rural sales

- Capital raising fees
- Use of technology
- Skills development
- Advisory fees

- Consulting fees

- Dividends
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Social Impact Model: Traditional Communities

The InvestRural approach empowers traditional commmunities to take the lead in driving socio-economic
development. It is therefore critical that the approach resonate with rural communities so that they
take ownership of the model and drive implementation. The following model demonstrates the social
impact for traditional communities and will be presented to traditional leaders and councils.

Purpose ‘ Impact

To bring workable solutions that support the socio-economic - Thriving rural economies
development of rural communities in order to grow the rural - Agriculture development
economy, utilise land productively, and eradicate poverty. - Small enterprise development

- Employment in rural areas

- Infrastructure: Water, Sanitation,

Roads, ICT

- Financial inclusion

- Skills development

- Healthy communities

- Dignity

- Poverty alleviation

Problem Solution Unique Value Key Enablers Beneficiaries
Proposition

- Incomes are below - Institutional - Co-create solutions - Village Economic - Traditional
poverty line capacity that turn poverty into Development councils

- Unstable building prosperity Plans - Families in rural
employment and - Public-private - Traditional communities
income sources community councils/ - Micro businesses

- Limited access to partnerships municipality in rural
credit facilities - Promote MOA communities

- Limited access to localisation - InvestRural - Community-
clean drinkable - Rural Platform based (rural)

water by households
and animals

- Access to high
quality health care

- Unhygienic
sanitation
technology

- Garbage disposal

- Abuse of alcohol and
drugs

- Unreliable electricity
supply and cost of
electricity

- Distance to places of
employment

- High education
dropout

- No e-learning

- Lack of acceptable
entertainment and
recreation

- Unmaintained gravel
roads

- Weak institutional
capacity

industrialisation

- Rural enterprise

development

- Avail land

for economic
development

- Create an

environment
that can attract
investment

- Invest in the

rural economy

- InvestRural Hubs

- Impact investors

- Industrialists

- Private sector

- Access to land

- Rural investment
pipeline

- Rural goods and
services

- Technical grants

- Entrepreneur
support

organisations

- Rural community

cooperatives

- Farmers
- Government

197
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Key Metrics Key Activities Channels Key Partners

- Number of families - Endorse InvestRural Master Plan - National House - Traditional
taken out of poverty - Create Village Economic Development of Traditional councils (other

- Number of scalable Plans Leaders communities)
opportunities - Promote InvestRural - Provincial Houses - Government
identified and - Support InvestRural Hubs of Traditional - Private Sector
implemented - Mobilise community around one common Leaders - Technical

- Number of vision of InvestRural - Community partners
entrepreneurs - Improve governance and transparency meetings - Churches

- Jobs created - Create investable structures - Community - Development

- Rural ‘GDP’ - Development of bankable feasibility Structures banks

- Number of toilets studies - Village - IP and
built - Traditional Community to Traditional Communicator technology

- Number of families Community Partnership (TCP) App owners
with access to clean - Public-private community partnerships - InvestRural - Commercial
water - Align Village Economic Development Platform farmers

- ICT in schools Plans to District Development Plans - Community-

- Healthy communities - Mediation and reconciliation: royal family based (rural)

- Hectors of land members organisations
utilised productively - Land tenure system - Universities

Land management policies

Memorandum of Agreement with

municipalities

- Foundations

Cost ‘ Revenue Streams

- Technical Assistance Grants
- Advisory fees

- Stakeholder consultation

- Capacity building

- Land usage revenue/surface rights/rental
- Dividends
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APPENDIX D - ESTIMATED BUDGET

The following is a high-level, estimated budget for implementation of the Master Plan in all traditional
communities. As a disclaimer, note that the intent is to give general information and understanding of
the potential cost of implementing the Master Plan. The budget is based on estimates that can not be
relied upon until Feasibility Studies are carried out.

The total estimated budget for executing all three phases of the Implementation Plan is R674 billion.
While this is a substantial amount of money, it accounts for only 2.1% of the total national budget*
anticipated during the projected timeframe (20 years), yet has the potential to benefit 1/3 of the total
population. Figure 60 places the InvestRural implementation budget in perspective.

Figure 60 - InvestRural as a proportion of the national budget

InvestRural as a % of National Budget
R’million

35 000 000

31454 000

30 000 000

25 000 000

20 000 000

15 000 000

10 000 000

5 000 000

674 256

2.1% of National Budget SA Budget
InvestRural Budget

* National budget is based on the 2020/21 supplementary budget of R1.572 trillion presented by the Finance
Minister on 30 June 2020 multiplied by 20 years (no inflation was assumed for comparative purposes)

The Implementation Plan occurs in three phases - Launching Rural Development; Building Communities
and Economies; and Sustainable and Inclusive Growth. The budget allocation across these three phases
is illustrated in Figure 61. It shows that only a small proportion (1%) of the budget is allocated to phase
1, which is dedicated primarily to establishing InvestRural and creating an enabling environment for
rural investment.

The majority of the implementation budget (61%) is allocated to phase two, which includes a wide
range of infrastructure, economic and social development projects. Further analysis, presented in
Figure 62, shows that within the R414 billion budget for phase 2, approximately 330 billion is allocated
to capital costs. A similar distribution of costs occurs in phase 3, which accounts for R255 billion (38%)
of the total budget.
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Figure 61 - Implementation budget per phase

InvestRural Master Plan Per Phase:
R674.256 billion

4872
1%

Il Phase 1:
Launching Rural
Development

254 960
38%

B Phase 2:
Building Communities
and Economies

414 424

61%
- Bl Phase 3:

Sustainable and
Inclusive Growth

Figure 62 - Master Plan Phase 2 - CAPEX vs OPEX

SPLIT OF PHASE 2 [Capital and Services (OPEX)]
R414.424 billion

350 000

329779
300 000
250 000
200 000

150 000

100 000

84 645

50 000

Phase 2.1: Building communities Phase 2.2: Building communities
and economies (capex) and economies (services)

The following diagram (Figure 63) illustrates the budget distribution across all three phases of
implementation, by sector. Sectors requiring substantial infrastructure investment (roads and transport,
energy, water and sanitation), as well as those calling for comprehensive program interventions
(agriculture and health), require the greatest amount of funds. Collectively, these sectors account for
92% of the total implementation budget.
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Figure 63 - Implementation budget per sector

Budget per Sector: R674.256 billion

Roads & Transport | 151 275
Water I 139 120
Energy I 134 735
Agriculture |G 56 500
Sanitation |GG -- 345
Health |GG 5/ 670
Education | 20 040
Rural Enterprise Development [Jjij 10 760
Financial Inclusion [} 6300
Telecommunications JJj 5545
Establishment (Launching) |J 4 872
Retail | 1745
Manufacturing | 1715
Tourism | 634

0] 40 000 80 000 120 000 160 000 200 000

The following graphs illustrate implementation across each phase. The first, Figure 64, illustrates all
activities and projects proposed for phase 1, which is designed to establish the InvestRural initiative
and launch rural development. Initial investment to kick-start and launch the initiative is estimated at
just over R4.8 billion. The majority (72%) of the budget is allocated to establish a training program for
entrepreneurs and micro enterprise, and for the development of InvestRural Hubs in each engaged
community.

Figure 64 - Implementation budget, phase 1
Phase 1: Launching Rural Development: R4.872 billion

Public, Private Economic Develop Compact |1
Strong Traditonal Leadership [l 140
Special Purpose Vehicles
Corporatisation: Treasury Structures & Systems |l 170
Corporatisation: Admin Policies [} 34
Corporatisation: Admin Structure | 4
Training Program for Entrepreneurs | NN 000
Cohort: Skilled entrepreneurs | NI 500
Capacity to drive rural development | 340
Shift culture & outlook [l 50
Rural Loyalty Program
Rural Consumer Forum
InvestRural Forum | 2
Village Economic Development Plan [l 128
InvestRural Hub [HNINGINGNGNGNEEEE 1500
InvestRural Platform | 3
InvestRural Master Plan |1
O 500 1000 1500 2000 2500
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Figures 65 and 66 illustrate the implementation budget for phase two of the Master Plan - Building
Communities and Economies. The first graph (Figure 65) presents all capital projects identified
in phase two, including the development of a regional water system (R100 billion) and critical
maintenance of rural roads and transport infrastructure (R120 billion). The second graph (Figure 66)
presents the budget for service delivery during this phase (R84.6 billion). Predictably, household water
and sanitation together account for 61% of the services budget, while E-Learning and the proposed
E-Library represent 23%.

Figure 65 - Implementation budget, phase 2 (CAPEX)

Phase 2.1: Building Communities and Economies (CAPEX): R3 299.779 billion

Health education programs
Support subsistance farming I 20 000
Incubator: Subsistance & emerging farmers I 5 000
Value chain for rural enterpreneurs (incl. farmers) B 1700
InvestRural Loyalty Program |5
Develop skills, employment & SMME dev strategies | 34
21st Century Education Program | 20
Training program: Financial Literacy @I 1250
Rural Computer Literacy Program [l 5000
Agriculture irrigation solutions | 3000

Training program: System management, maint & repairs | 10
Dignified sanitation: Traditional offices | 85
Dignified sanitation: Clinics | 750
Dignified sanitation: Households I 12 500
Infrastructure gaps in schools [l 3000
Dignified sanitation: Schools & community facilities Wl 2500
Water reticulation system (incl. treatment & storage) — —

—
Regional Groundwater System G 00 000 N
Critical maintenance (R6 bn p.a.) I . 120 000 )
Critical transport needs | 425 ~ -

—_—

Solar geysers in homes | 22 000
Mini-grid solar system [ 12 500

0 20000 40000 60000 80000 100000 120000 140000

Figure 66 - Implementation budget, phase 2 (OPEX)

Phase 2.2: Building Communities and Economies (OPEX): R84.645 billion

m 1250
Quality of Public Health facilities =& 1250
37 500
Rainwater tanks (Households) + Innovative payment systems s 14 000 /

I 100

SMME opportunities: Local mines, tourism facilities, other sectors | 10 Sanitation forl
I 5200 households

InvestRural Inclusive Retail Program | 10
mm 1600
Support for local retailers (incl. stock delivery & tuck shops) 1120
1 500
Agri Hub: Agro-processing & market access mm 1500

Biogas Plant 1 225 [E-Iearning & E-Iibrary]
10

Parent Advisory Council
I 00 000
Rural Academy: Skills Development (Key sectors) | 10
| 50
Community WiFi access I 350
10
Local retail system: Digital vouchers | 100

Locally owned transport services m 850

(] 5000 10000 15000 20000 25000 30 000 35000 40 000
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The final graph (Figure 67) presents all projects identified for phase three - Sustainable and Inclusive
Growth (R255 billion). The majority of this cost (75%) is allocated to three initiatives: the establishment
of Independent Power Producer (IPP) partnerships with mines (where relevant) and other applicable
industry partners (31%); the construction, upgrade and repair of critical roads (24%); and the
establishment of Special Purpose Vehicles (SPVs) to deliver mental health, chronic disease, and other
medical services to the rural population (20%).

Figure 67 - Implementation budget, phase 3

Phase 3: Sustainable & Inclusive Growth: R254.96 billion

Mobile Health Facilities ll 2000
SPV: Mental Health & Chronic Disease I 50 000
Primary healthcare and wellness centres | 170
Capacitate rural schools: Leadership, management, professionalisation | 5
Skills development: Partnership with local & regional employers | 5
Modernise rural retail: Digital tech, banking and other innovations | 10
Community owned tourism facilities | 100
Formalisation & expansion of established rural enterprise Il 5560
Community credit schemes Il 5000
Mobile App: Connect community, leaders and InvestRural Hub | g5
Innovative sanitation solutions: Alternative use of waste & sanitation data | 10
Small-scale water schemes
Regional water strategies: Mining, tourism and farming sectors | 10
Community: Water reticulation & treatment I °° 000
Commercial farm operation (maturity of emerging farmers) Il 10 000
Attract manufacturers to establish locally = 5
Electric and rural transport system integration
Construct, upgrade & repair high priority roads I S0 000
Solar geyser eco-system (manufacturers, distributors, installers) IIllll 10 000
Waste to energy plant Il 10 000
IPP partnership with mines, other relevant industries NG S0 000

(0] 10 000 20 000 30 000 40 000 50 OO0 60 000 70 OO0 80 OO0 90 000

INVESTRURAL | MASTER PLAN REPORT | 2020




APPENDIX E - STRUCTURING A SPECIAL PURPOSE VEHICLE (SPV)

InvestRural recommends that traditional authorities establish Special Purpose Vehicles (SPVs) to
ringfence rural projects. In doing so, the community will create an efficient project development
structure, support investment attraction, and mitigate risk to the community. Table 13 provides further
guidance with respect to the proposed SPV structure.

Table 13 - Stakeholders and role players in a rural development SPV

Stakeholder Roles and Responsibilities Role Players

Investor(s) Provides upfront capital to fund the project Donors/foundations
May be involved in execution through shareholding Faith-based organisations
in the DIB Partnership and/or seat on Advisory Individual investors
Committee Development Finance
Receives regular performance reports Institutions
Receives financial & non-financial returns, subject to Impact investors
project performance

Project Provides oversight and guidance Promotor (InvestRural)

Sponsor Assists in project design, securing finance, conflict
resolution and stakeholder engagement
Provides direction to the project manager

Outcome Guarantees the return to investors, subject to project National Lottery Boards

Payer(s) performance Donors/Foundations

(third-party)

Benefits from project implementation through the
realisation of impact in alignment with organisational

Faith-based Organisations
Private Companies via CSI

goals budgets
Development Finance
Institutions
SPV Special purpose vehicle is established to finance, DIB Partnership
implement and manage the intervention
Steering Sits within the SPV Representatives from the:
Committee Provides oversight for the entire project Project sponsor
Facilitates the establishment of the DIB Community
Traditional council
Outcome payer
Investor
Project Originates projects Social Entrepreneur
Manager Structures the DIB Partnership using appropriate Strategic Partner
delivery vehicle
Manages DIB Partnership affairs, project management
and appoints service providers
Liaises with Investors and Outcome Payer(s)
Traditional Oversees the wellbeing of community members Traditional community leaders
Authority Engages the community, government and other third and appointees
parties on project and development issues
May enter into partnerships and service delivery
agreements with government and services providers
Advisory Monitors DIB’s management and operations Made up of outcome payer(s),
Committee Provides advice to the DIB Partnership investors and representatives
from the traditional authority
and community
Service Executes the intervention Specialised services providers
Provider
Outcomes - Independently assesses project status and - Independent consultant
Evaluator performance against pre-defined outcomes
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In cases where government is the primary financier, InvestRural recommends that traditional
communities seek project funding via a Development Impact Bond (DIB) or Social Impact Bond
(SIB). These bonds are finance instruments used to fund programs in low resource areas. The bond is
provided upfront by private investors, who receive a return, paid for by a third-party donor (outcome
payer) if agreed upon outcomes are met. By focusing on outcomes rather than inputs, DIBs incentivise
greater innovation and local problem solving.

The typical structure of an SPV funded via a development or social impact bond is presented in
Figure 68. It shows the position of key stakeholders and role players within the SPV, and the flow of
information/services and funding between them.

Figure 68 - Typical structure of an SPV for rural developoment
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APPENDIX F - PROJECT DEVELOPMENT

InvestRural promotes a structured approach to project development, undertaken by strategic partners.
Project development follows the general format shown in Figure 69. It begins with a feasibility study to
provide evidence of the problem and establish the viability of a proposed solution. This is followed by
project development, implementation and operations. Finally, all projects will undergo an evaluation to
assess whether agreed upon outcomes were met.

Figure 69 - Structured approach to project development

This step is key to persuading others to get involved, by providing evidence of the “problem”
and expected outcomes of the intervention. The key is credible data.
Outline in detail the work to be carried out and engage network partners. Community
involvement is central to the project.
Determine the cost of conducting the feasibility study, who will fund it, and on what basis
1. Feasibility (sunk or recouped cost). Conduct the feasibility study.
Establish level of feasible performance in respect of outcomes.
In collaboration with network partners, establish costs of funds establishment
and implementation.

It is time for the "go"” decision.

There is hard data to back up our claim, engagements with identified stakeholders are

concluded, and it is now possible to establish a sub-fund with a capital commitment pledge.
2. Development Include feasibilty study costs in the project total costs so capital providers know.

Project roll-out ensures involving stakeholders galvanized for the project.
3. Implementation

Project management approach taken, and data collected on an ongoing basis to evaluate
progress towards outputs and expected outcomes/impact.
4. Operation This includes regular reporting to stakeholders.

Evaluation takes place throughout the project life cycle, but final evaluation is required to
assess whether pre-determined outcomes or expected results have been achieved or not.
5. Evaluation Overall project evaluation and lessons learnt documented.
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The institution of traditional leadership is not a historical artefact.

It is a living reality.

[t is an essential part of our constitutional democracy and a valued partner
in the empowerment of our people and the development of our society.
Over centuries, traditional leaders have fought - tirelessly and courageously
- against all the subjugation and dispossession of our people.

They have fought to preserve the land, the livelihoods, the rights, the
traditions and the heritage of all our people.

As we confront the challenges of the present - of unemployment and
inequality, of poverty and violence, of landlessness and homelessness -
let us draw on this great tradition of struggle and service.

Let us be inspired by the great leaders that have come before us.

Let us be guided by their actions.

Let us work together to build a better future for all South Africans.

For that is the responsibility that history has placed on our shoulders.

—President Cyril Ramaphosa in his address to the NHTL (2020)
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