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MCEP background
• Following the global financial crisis of 2007/08, a focus on stimulating the 

manufacturing sector was identified as a means to grow various (sub) 
sectors. 

• In order to drive this initiative, the DTI established a number of firm level 
incentives and grants, including MCEP.

• Although designed to counter the effects of the global financial crisis, 
MCEP was only implemented in 2012/13.

• Initially expected to run until 2017, subsequently suspended in October 
2015. 

• Preliminary allocated total budget was R5.75 billion,  which was later 
increased to R6.9 billion
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MCEP background cont’d…

• The MCEP incentive comprised two main components:

– Series of grants administered directly by the DTI (>80% disbursed as grants)

– Working capital loan facility administrated by the Industrial Development 
Corporation (IDC)

• As per MCEP guidelines the grant component had 5 sub-programmes: 

– Capital investment; Green technology and resource efficiency improvement; 
Enterprise-level improvement; Feasibility studies & Cluster competitiveness 
improvement
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MCEP background cont’d…

• MCEP qualifying criteria:

– MCEP applicants were required to:

o Be registered in SA

o Audited or independently reviewed financial statements

o Provide an entity diagnosis report

o Production report

o Broad-Based Black Economic Employment (B-BBEE) contributor 
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Analysis and results 
MCEP approvals per sector (2012/13 – 2015/16)

Source: the DTI, 2017 Note: Other comprise of recycling, services, construction and other miscellaneous manufacturing 

sectors
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Analysis and results cont…
MCEP value of approvals (2012/13 – 2015/16)

Financial

Year

Number of 

Approved Entities

Number of 

Approved Agro-

processing 

Entities

Value of 

approvals (ZAR)

Projected 

investments 

(ZAR)

Agro-processing 

approvals (ZAR)

2012/13 197
69 R983 mn R4.2 bn R383 mn

2013/14 365
115 R2.8 bn R11.7 bn R1 bn

2014/15 334
97 R1.3 bn R5.5 bn R365 mn

2015/16 258 93 R1.9 bn R9.4 bn R799 mn

Total
1 154 374 R6.9 bn R30.8 bn R2.5 bn

Source: the DTI, 2017, and IDAD 2017
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Analysis and results cont’d…
Average value approvals (2012/13 – 2015/16)
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Analysis and results cont’d…
Competition enforcement and agro-processing firm approvals
Company Year Competition case Competition settlement (ZAR)

Woodlands Diary 2009

The Commission initiated an investigation into anticompetitive behaviour in

the milk industry in February 2005. Its investigation found evidence of price

fixing for raw and processed milk and the manipulation of the market to

restrict competition.

Dismissed

Clover SA (Pty) Ltd 2011

Supreme Court ruling in Sep 2010: The Competition Commission has

withdrawn its case against Clover Industries Limited and Clover SA (Pty) Ltd,

Nestle SA (Pty) Ltd, Parmalat (Pty) Ltd and Ladysmith Cheese (Pty) Ltd, the

remaining respondents in its long running prosecution of the milk processors

that started in December 2006. This prosecution related to, among other

allegations, price fixing conduct. Clover applied for leniency in respect of

some of these allegations.

Withdrawn

Astral Foods Ltd 2012

Astral has admitted to colluding with its competitor to fix the price of fresh

poultry in the Western Cape. Astral has also admitted that the terms of its

Elite joint venture were an abuse of dominance and had an exclusionary

effect undermining Country Bird’s ability to compete.

16 732 894

Rhodes Food Group Holdings 2014

In 2009 the Competition Commission initiated a complaint against the group

for a possible contravention in terms of the Competition Act in relation to the

supply of canned fruit for export.

Ahead of the listing on the JSE, the group entered into a settlement

agreement with the Competition Commission and agreed to an administrative

penalty.

1 223 391

Source: Firms’ annual reports; the DTI, 2017
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Analysis and results cont’d…
Competition enforcement and agro-processing firm approvals
Company Year

MCEP

injection

(ZAR)

MCEP usage

Woodlands Diary 2013 25 000 000

Approved in July 2012 for the Capital Investment component,

including the installation of modern equipment for the milk and

cheese production processes.

Astral Foods Ltd 2013 36 000 000
Approved for MCEP, Green Technology and Resource

Efficiency component

Clover SA (Pty) Ltd
2014 32 106 000 Purchase of certain items of property, plant and equipment.

2015 38 055 000 Purchase of certain items of property, plant and equipment.

Rhodes Food Group Holdings 2016 27 262 000

The Group received a government grant for capital expenditure

of R27.262 million which was offset against the cost incurred in

2015.

Source: Firms’ annual reports; the DTI, 2017
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Analysis and results cont’d…
Competition settlements vs MCEP payouts
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Further observations

• International experience 

– Use of the two policies

o Global shifts in policy usage

– Why so?

o National champion agenda

o Short vs long run effects 

• Overall improper alignment leads to inefficient use of resources
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Further observations cont’d 
• Multiple objectives

– Multiple objectives may mask impacts of a specific intervention

– Create avenues for manipulation- multiple opportunities to obtain grants

– Funds were depleted

• Experiences 

– Canada 

– China

• SA
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Further observations cont’d
• Monitoring and enforcement 

– Lack of publically available information on a number of aspects 

– No impact studies 

– Evidence suggest that there is demand for Government led monitoring and 
evaluation systems (Porter and Goldman, 2013) 

• Previous contraventions 
– Not considered as part of review 

– Used as an additional tool to serve multiple goals

• Cohesion between industrial and competition policy
– Currently 294 dominant firms across multiple sectors
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Recommendations

• Flexible and adaptive policy

• Greater transparency

• Additionally;

• Strengthening monitoring and evaluation capabilities

• Improving regulatory capacity among sector regulators

• Having more focused incentive objectives

• Closer alignment between industrial policy and competition principles

• Overall, closer alignment leads to better outcomes
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Discussion

Questions/Comments?
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