ECONOMIC DEVELOPMENT

INVESTMENT PROMOTION STRATEGY
DEVELOPMENT FOR CITIES
HOW SOUTH AFRICAN CITIES CAN ENHANCE OVERALL
ECONOMIC DEVELOPMENT THROUGH A CLEAR INVESTMENT
PROMOTION STRATEGY
One of the most dramatic changes in global FDI (Foreign Direct Investment) flows in very recent years, is the significant shift in emphasis
by investors away from country comparisons to specific city comparisons. Whilst the overall attractiveness of the country obviously remains
important, Investors are much more focused on the granular comparisons of specific cities, often in several different countries, or even
continents.

CITIES ARE A COMPLEX MIX OF
COMPLIMENTARY ECONOMIC
DEVELOPMENT STRANDS
The economic, social, housing, transport and recreational life of
cities across South Africa are infinitely variable and complex, with
no two cities being the same. Similar variability applies to the
economic structure and growth patterns of each Metropolitan area.
Economic activity in most South African cities consists of multiple
parallel strands including; local SME’s, micro enterprises, large and
small-scale retail, transport and other services, national, regional
and local government services, etc., plus external investment –
from outside the city and also from outside the country.

Encouraging and influencing external investment is a vitally
important activity for every progressive city and in order to do so
effectively and successfully, the city must have a clear investment
promotion strategy.

VISION AND AMBITION FOR THE
CITY
A prerequisite for the orderly development, growth and
management of every city, is clarity of vision and ambition for the
Metropolitan area. This vision and ambition will consist of many
dimensions, including economic development, which in turn, will
encompass the attraction of appropriate new external investment

to the city. The attitude and disposition of the city towards new
external investment must be clearly articulated and be instantly
recognizable and understood by potential investors.
This positive attitude and welcome is, perhaps surprisingly, not
always evident to investors, meaning that they will be drawn
away to apparently more welcoming locations. If your City really
wants to engage, meaningfully and professionally, in Investment
promotion and attract new investment, then that message must
be explicit, resolute and clear.

WHY DEVELOP AN INVESTMENT
PROMOTION STRATEGY?
Extensive evidence and experience across the globe, from World
Bank and many others, informs us that the best performing cities
in winning new investment, all have specific strategies in place to
achieve their investment promotion and winning objectives.

Investment promotion typically means having dedicated policies,
strategy, resources and agency/department focused on targeting,
influencing and winning mobile investment which have many
competing locations to choose from. It can also be used to help
win further investment from existing investors.
Not having a unified city strategy and enabling investor friendly
policies for investment promotion, will result in negative
consequences for the Municipality – disinterest from investors,
lost employment, reduced investment and revenue stream for the
city, plus the growth of your competitor locations. A loose generic
aspirational statement relating to attraction of new investment, in
a city planning report or Municipality website is not a strategy.
There is increasing evidence of the realisation of this important
city need in South Africa, as demonstrated by the very progressive
and innovative Investment promotion strategy development in
eThekwini.

DEVELOPING THE INVESTMENT PROMOTION STRATEGY
Building upon the above logical City recognition of the positive
rational for developing an investment promotion strategy, in
the context an agreed broader vision and ambition for the city,
a structured and managed process to develop the strategy can
be instigated.

6.

Widespread consultations with all key stakeholders
impacting investors – private and public sectors.

7.

Extensive engagement with existing investors – both
successful and less successful.

The following key aspects are critical to success:

8.

Analysis and realistic selection of appropriate target sectors
and location origins.

Secure buy-in and support of city Leadership – political and
senior Officials.

9.

Developing high impact marketing material and location
data, by business sector.

Select a very senior city official to enthusiastically lead the
strategy development project over a six to nine month
period.

10. Encapsulate all in a new concise strategy document covering
a minimum period of 3 years, preferably up to 5.

1.

2.

3.

Appoint a strategy development process manager,
who will effectively manage all aspects of the process –
meetings, discussion groups, consultations, research, drafts,
presentations etc.

4.

Create and agree a structured strategy development plan
with clear millstones and deliverables.

5.

Critical and objective analysis of all existing, and future,
investor propositions, by business sector.

INVESTMENT PROMOTION

11. Actively sell the positive impact of this new strategic
approach to all stakeholders.
12. The city must commit to providing a meaningful budget
for at least 3 years to cover all staff costs, marketing and
promotion and suitable facilities. Annual only budgets will
not work as investment attraction is a long-term business,
requiring resourcing and financial commitments stretching
way out past annual budgets.
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THE EXPERIENCE IN ETHEKWINI – A STEP CHANGE IN INVESTMENT
PROMOTION
In March 2016 a team of senior city officials, particularly from the
Economic Development and Investment Promotion Unit (EDIP)
met with World Bank investment promotion specialists in Durban
to explore how the City and EDIP could enhance its investment
promotion activities with increased impact on the City. The
discussions were open, realistic, direct and very productive. The
agreed outcome was that the City could materially benefit from
a new investment promotion strategy and wider Municipality
approach. The process to develop a new investment promotion
strategy for the city provides useful lessons for other cities.

This resulted in a newer and more focused sector targeting by the
city in it’s new strategy.
A new Investment promotion unit, brand, staffing, financing and
mandate was developed and agreed by the City Council, creating
a new impetus, energy and long term commitment to investment
promotion for the Municipality.
A detailed strategy implementation plan was created and the new
“Invest Durban” unit, and new Investment promotion strategy was
formally launched in Durban in November 2017.

THE PROCESS
The World Bank created a customized strategy development
framework for the EDIP team stretching over a nine-month timeline
setting out all the recommended actions, milestones, objectives
and deliverables by all parties participating in this process. Council
level approval was sought and granted at the outset before
embarking on this important new initiative for the city.
Next came a series of best practice workshops in investment
promotion and Investment Promotion Agency (IPA) design
and operation. Additionally, a number of facilitated interactive
workshops were held with various groups of key stakeholders
aimed at generating open discussions on how best to improve and
advance the Municipality investment promotion agenda. These
sessions were extremely useful in informing the new strategy
formation and in building a collaborative, cross stakeholder,
approach and way forward.
Rigorous critical analysis occurred of the current general investor
propositions for eThekwini, particularly Durban, plus the then
current targeted sectors and possible new target business sectors.
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KEY INGREDIENTS FOR SUCCESS
An overall investment promotion strategy development
project manager was nominated to oversee and manage the
project – this was the Deputy Head of the EDIP.
Further a dedicated resource to manage and coordinated the day
to day strategy development tasks was appointed - eThekwini
selected an external specialist consulting firm which proved very
effective. The tasks included the assembly and writing up of the
various drafts of the actual strategy documentation in Word and
PowerPoint formats investment promotion strategy process
manager was appointed to.
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IMPLEMENTING THE STRATEGY AND
MEASURING SUCCESS

CONCLUSION
Investment promotion is a recognized core activity of virtually all
the best performing cities across the globe. Whilst the potential
benefits of investment promotion activities for South African cities
is clear and compelling, the approach, timing, state of readiness
and interest levels will vary considerably. It is wholly appropriate
for each city to move at a differing pace and in some cases adopt a
gradual step by step approach.

The world, including South Africa, is burdened with unimplemented
strategy documents across the public and private sectors. This
is a catastrophic waste of time, money and, more importantly,
unrealized hope and ambition. Unless there is a meaningful
commitment by the key City stakeholders to implement, then
you must seriously question whether you should commence this
strategy development journey – implementation is essential.

There are structured, well proven methodologies for situation
analysis and strategy development as evidenced by the World
Bank’s work in eThekwini, elsewhere in South Africa and around
the world. The successful case study experience of eThekwini
allows for the extraction of particular aspects as they might apply
in other cities.

Success is quite easy to measure across many performance metrics
ranging from increased investor enquiries and visits, investments
made, jobs created, business for local SME’s etc. A good investment
promotion strategy will contain agreed performance metrics with
yearly and longer term targets.

This knowledge note was prepared for the South African Cities Support Programme (National Treasury)
with the support of the Swiss State Secretariat for Economic Affairs (SECO) and the World Bank.
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