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1. EXECUTIVE SUMMARY

This report examines the current status quo witkpeet to Local Economic
Development (LED) in the Free State Province, dmditmpact which LED projects
are having on local communities. The research tigetson sought to establish,
firstly, what the national and provincial pictusewith respect to LED, and secondly,
with reference to a series of case-studies, tdksitavhat is happening on the ground
in the Free State.

The study reveals that LED has indeed become wtdbéshed in the country and the
province, at least as a concept, an ideal, or dungeto work towards. However, a
series of key blockages are impeding the widespag@dsuccessful implementation
of LED at all levels. Whilst some noteworthy LEDcsasses have been achieved
across the country, there are key constraintsecblet shortages of funds, staff, skills
and resources, particularly at local governmenellexdditionally, government and
various researchers have established that LEDtisving up to expectations. There
seems to be confusion regarding its definition apglication. Furthermore, there is
confusion regarding the purpose of LED, and whethl&D is purely about poverty
relief or whether it is about encouraging econogmimwth. Ideally, it should be about
a combination of the two.

At the provincial level, key policy documents, mositably the Free State Poverty
Relief Strategy and the Free State Development, Rlancreate a framework for
development, which has significant LED ramificasonHowever, previous research
undertaken into the impact of LED projects in thevyince reveals a distressing
picture. Few, if any, projects have become sustdengew if any permanent jobs
have been created; there are concerns over pnmjsatanagement; and the lack of
adequate business and market planning and trainim@its success. In addition,
projects seldom seem to involve the private seahar it is apparent that poverty is
not really being addressed.

A key element in this study was the undertaking skries of detailed case studies in
towns (municipalities) across the province to idgritest case examples of LED, as
well as problematic cases. The results are exanmmwe fully in the main document

and appendices. However, at this juncture, atierdan be drawn to some key issues:

1. The most successful projects are those driven éyptivate / community
sectors.

2. There is little evidence that municipalities are king a significant
contribution to LED and, in many cases, their agtiomay well be
impeding it by deterring investment.

3. Municipalities have poor business skills and manag@ systems. They
also have financial difficulties, and there haveerbeallegations of
irregularities. These are major stumbling blodsjs the politicisation of
development through the exclusion of role-players.

4. Contrary to experience elsewhere in South Africd iaternationally, there
is little evidence of partnership formation, whishregarded as critical to



project success internationally. In several casapmpolitical rifts have
developed within towns.

5. The most successful projects are those driven hyisto, those which
have linkages to the international markets, andehwehich are managed
according to sound business principles.

6. Many LED projects in the province have either noted up to
expectations or have provided only short-term felie

The implications of these findings are profoundhey suggest that, if local role-
players and local government in particular are &ixenany real contributions to issues
of poverty relief, economic growth and job creati@nradical rethink of the entire
concept and application of LED in the provincensuagent necessity. Failure to take
this bold step may well aggravate local level poyaernemployment and suffering.

LED clearly has a critical role to play in termsaminsiderations of poverty relief,
addressing development backlogs and simultanepusinoting sustainable
economic growth. In order to achieve this, the doent details a number of key
recommendations, including:

1. The need to establish a permanent provincial LEdllifation and support
unit. A related need is to undertake realistic aesle and provide advisory
support.

2. The need to properly define what LED is and wieagaals are.

3. To align LED with provincial policy and businessdamarket realities.

4. The need for adequate and appropriate training fiiads, adequate
funding, and for ensuring accountability

5. The active encouragement of local leaders, locaklldorums and
partnerships, and close co-operation with benefesa

6. Establishing LED units and development agencieshatlocal level to
drive the LED process.

7. The pursuit of viable, sustainable projects, whethey are led by local
governments or non-state actors.

8. To encourage economically viable projects which tmpeverty and
growth requirements and which can also encouragelSMevelopment.

9. Local Government must be businesslike in its apgrodevelopment
should be apolitical and accountable.

10.To support learning centres, training and study4o

11.To require monitoring and evaluation principles @nolcesses.

Provincial government clearly needs to take a kg in this process, given the very
real incapacities which exist at the local levetl ahe need for external direction,
guidance, support and facilitation.



2. INTRODUCTION

2.1 SETTING THE SCENE

Local Economic Development (LED), both internatiiyand nationally, has become
one of the key post-1970s development interventioldlSD focuses on the specific
economic challenges which manifest themselves iiguen localities. From the

standpoint of LED, there is a strong reliance onaloresources, leaders and
institutions to respond to locally-based economiges and opportunities.

In South Africa, the abolition of the oppressiveadpeid system presented all tiers of
government with the key challenge to promote bahdRstruction and Development
in all communities. Related to this priority hasebethe embrace of democratic
principles in the country, and the allied recogmtiof the need to allow all stake-
holders a say in the interventions which directlfe@ them. Citizens’ rights to
participate in decision-making are reflected in &mhanced role and status of local
government in the new constitutional order. Key pmwhave been devolved to local
government, as enshrined in the Constitution (RB¥6a), the Municipal Systems
Act (RSA, 2001a) and the Municipal Structures ARSA, 2001b). These Acts and
the associated Local Government White Paper (R983)lintroduced the concept of
‘developmental local government’ to the nationalvelepment lexicon. The
development strategy of LED has been a key straf@glpcal governments, as part
of the integrated planning process (DPLG, 2000).

In addition to these critical changes at municifgadel, various international and
national economic changes are compelling localsateébecome more pro-active in
developmental terms. Key issues in this regardudgeelthe accelerated trend towards
globalisation which encourages all locations tal fm niche for themselves in the
global economy, and the widespread acceptanceofilmeralism, as reflected in the
South African GEAR strategy (RSA, 1996b). The latacourages localities and
their entrepreneurs to pursue growth opportunitissthey present themselves. A
fundamental challenge in terms of economic pronmisoto ensure that it is not just
the wealthy who derive benefit, but rather thateli@wment is explicitly pro-poor in
focus, strategy and involvement. This thinking eflected in the Local Government
White Paper (RSA, 1998) and is more explicitly stlin the current draft LED policy
document (DPLG, 2002).

LED has been recognised as a critical approachutsup, within the context of

empowered local authorities, pro-active actionsldmal citizens, and the need to
ensure that development is pro-poor in its focub @rtcomes. However even though
LED has been encouraged in South Africa for ovaryars, it is apparent that it is
not without its difficulties. Not all LED projectsucceed. There are fundamental
problems with many projects, such as grant-depergjecritical staff and resource
shortages, and difficulties in designing projectsdrms of their being fundamentally
economically sound. These challenges have beenifiddrand analysed by a range
of authors, and by the Department of Provincial aodal Government (DPLG) in

South Africa (Nel, 2001; Tomlinson, 2003; Nel anddgerson, 2004). Given that
municipalities are at the cutting edge in dealinthywoverty, development backlogs
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and unemployment, it is vitally important that tdevelopment prospects of LED
initiatives be maximised.

It is within this particular context that this studeeks to position itself, namely to
identify the opportunities and hindrances in thelieption of LED in the Free State

Province at present. The relevance of this studgies all the more important when
one acknowledges factors such as the debilitaéngl$ of poverty prevailing in many

to the province’'s towns and rural districts; theyatéve effects of mine closure and
agricultural change; and the failure of the freerketito cater for the needs of the
most disadvantaged. In response to this situaltibb, has been attempted for several
years in the Free State.

Unfortunately, as the recent assessment by Marais(2002) vividly indicates, LED
is not trouble-free and many obstacles exist wigokvent LED from meeting the
needs of the poor, laying an effective growth it fulfilling the expectations made
of it. In order to respond to this reality, idegiifg appropriate courses of action for
the future is as critical as is the need to idgntifirrent blockages. It is within this
context that the need for this study was identified

This document is structured as follows:

1. Background to the project
2. What LED is
3. Core findings, drawn from two sources:
a. Desk-top research about the state of LED in thentguand the
province
b. Primary research which was undertaken in a sefiease-studies
4. Findings are synthesized and analysed
5. Key findings and recommendations are drawn.

2.2 PURPOSE AND OBJECTIVES OF THE STUDY

LED has been identified in the Free State Develogni®lan as one of the key
development options available for the Free Stateipce. As a result, its current and
potential role needs to be understood and analgsptbmote its impact on the cities,
towns and rural districts of the Free State, thlowappropriate support and
encouragement.

LED is both a spatial and a sectoral interventidh.one level, its focus is on the
enhancement of the employment status and the catngarand competitive

advantages of any given locality. At another levelis intimately related to the

development of specific economic sectors, suclhaSMME and tourism sectors. It
also has a role to play in phases of economic miecé.g. of the gold mining industry
and the agricultural sector, through promotingraliive growth options.

Although greater definitional detail on the conceptLED is provided below, for
purposes of this study a rigid definition of LED svaot applied. Rather, LED is
interpreted in terms of internationally accepteaicpice as locality-based interventions
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undertaken by local stakeholders, usually operatimgugh partnerships, to achieve
economic and employment improvements within thaality. In addition, it needs to
be seen as:

local government responses to DPLG policy requirgse

private sector actions, usually in collaboratiottvthe public sector

targeted sectoral support

linkages with SMMEs, but being broader in termsadle, sectoral and spatial
focus

locally appropriate institutional arrangements, and

a process of adaptation and change dependent quoeufdcal circumstances
and changing economic and contextual realities.

The study is in line with current national and pnaial policy regarding the role of
local governments and key economic sectors. Tharedd pursuit of LED in the
Free State is deemed appropriate on the basie dbbwing considerations:

all Local Municipalities are legally mandated torgue LED as a critical
driver within their ‘developmental local governmemiandate.

the need to enhance the LED capacity of the new gslamg Local
Municipality.

locally appropriate interventions are an urgentessity in the ‘Goldfields’,
following the closure of many of the region’s mines

declining rural service centers and impoverisheglrareas need economic
regeneration.

to further encourage growth in more the prospeengthe tourist orientated
towns and areas.

International and national experience does howeswuggest that simply initiating

LED is no guarantee for success. In many instandep, interventions across the
world have not lived up to expectations. South &n evidence indicates that LED
has experienced mixed fortunes in practice, aratidtion, the national government’s
LED Fund which has supported targeted LED povestief projects is now also

being questioned (Nel, 2001). This investigatieaks to identify the current status of
LED in the province, the key opportunities and ablkds which exist and how the
impact and spread of LED can be extended.

The research investigation therefore sought toeaehthe following objectives:

1. Through a series of carefully selected case-studdesl an analysis of

previously completed LED assessments, to estahllst the current status
quo is in terms of LED in the province. Selectedecatudies were chosen to
reflect both best-case scenarios, as well as tiypases. This assessment took
cognisance of the varieties of LED experience aad particular attention to
the following:

» Causal and catalytic considerations and blockagebéd initiation of
LED.

* Institutional issues, including formalised suppsttuctures such as
Local Business Support Centres (LBSCs), local guwent LED
units, Chambers and the roles of the key stakehmld&his included
issues of participation, empowerment and partnerfgiimation.



» Strategic, policy and project considerations, idelg funding, applied
interventions and administrative considerations.

* The distinctions between LED policy and projects.

» Considerations of process and how initiatives hiaved over time —
both positive and negative. Attention was also paidhe key sectors
and what measures have impacted the most on them.

* Qutcomes, impact, opportunities, obstacles andeffsttiveness.

2. To contextualise the above within the national antérnational experience of

2.3

LED interventions.

To identify a series of key policy and strategimsiderations to assist the
province, local governments and other key stakedsltb enhance the spatial
and sectoral impact of LED. Such guidelines havaghkb to answer the
following questions :
* What are the roles of the key stakeholders?
« What key interventions are needed e.g. in termstraihing,
facilitation, financial assistance, supporting stanes (e.g. LBSC,
LED Units)?
* What are the various blockages which should beesded?
* What objectives can realistically be striven for?

KEY QUESTIONSFOR INVESTIGATION

Based on the issues specified in the precedingctgs, the research team sought to
find answers to the following questions:

Institutional issues:

1.

How successful are local governments in implementheir new mandate,
and should they be the main drivers ?

How widespread is non-local government-led LED awido are the key
drivers?

What are the roles of the different levels of gowveent?

Within local government, where should LED be driieom?

What evidence is there of partnership formation avitht are the ideal
combinations of partners?

What are the key considerations with regards toagement, institutional
design, and participation?

. To what degree are LED principles institutionalisedthin the daily

management of municipalities. For example, areetivearning lights when
council takes decisions which undermine the priesipf LED?

Substantive issues:

1.
2.
3.

Are there discernible spatial and sectoral trenitls kegards to LED?
What factors help to catalyse the emergence of RED
How do projects fare after they no longer receiniial grant funding or



circumstances alter? Do projects and programme® libg potential to
become sustainable in the longer term?

4. What initiatives are the most effective, with retgto employment creation,
economic transformation and cost-effectiveness?

5. What are the key difficulties experienced with implementation of LED and
why does it sometimes fail, or not even get offgheund?

6. Are there discernible sectoral, spatial and sca&atures which can be
identified?

7. What needs to be done in the future to support] amd facilitate LED? What
goals are realistic to pursue? What blockages lareetand how can they be
addressed?

8. To what degree do the spin-offs of successful LEBrventions reach the
previously disadvantaged?

9. What are effective indicators and mechanisms tosoreathe impact of an
LED strategy?

3. LITERATURE REVIEW

3.1 DEFINING LED

Zaaljer and Sara (1993:129), state that LED “esisentially a process in which local
governments and/or community based groups managje gkisting resources and
enter into partnership arrangements with the peivsctor, or with each other, to
create new jobs and stimulate economic activitgnireconomic area”.

According to the World Bank (2000:1): “LED is theaogess by which public,

business and non-governmental sector partners woltkctively to create better
conditions for economic growth and employment gatien. The aim is to improve
the quality of life for all”. A subsequent World Bla document asserts that “LED is
about local people working together to achieve anable economic growth that
brings economic benefits and quality of life to iallthe community. ‘Community’

here is defined as a city, town, metropolitan a@asub-national region” (World

Bank, 2002).

These quotations clearly identify the core focusBD, emphasising the concepts of
partnership, economic sustainability, job creataoxd improvement of community
well-being.

3.2 OVERVIEW OF LED INTERNATIONALLY

In recent years, LED has been recognised, intemnmaity, as a key response to major
contemporary trends, such as:

* increasing decentralisation of power and decisi@king to the local-level,
which parallels the neo-liberal era reduction ia thle of the central state in
the economy.



» globalisation forces, which in a context of the ohishing importance of the
nation-state, compel a local-level response,

* economic change within localities, varying from iddustrialisation to local
innovation which requires local leadership initrati response and direction,
and

* the dubious results achieved by macro-level plapniand regional
development interventions (Nel, 1994, 2001)

These trends are not unique to any portion of thkeg Though occurring at different
rates, the effects of globalisation, and globalnernic crises, have helped to ensure
that local economic initiatives and self-relianae a discernible trend around the
world.

The goals of LED tend to revolve around issuesobfgreation; empowerment; the
pursuit of economic growth; the restoration of emwic vitality and diversification in
areas subject to recession; and establishing twality’ as a vibrant, sustainable
economic entity.

Having examined what LED is and why it developetlergion now turns to an
overview of the major characteristics of LED.

3.3 BROAD STRATEGIC APPROACHESTO LOCAL ECONOMIC DEVELOPMENT

Whilst the phenomenon of LED might be taking plazeund the world, its focus
differs fundamentally from place to place. Two hiaaientations can be discerned,
namely:

1. A market-led approach, based on business develdpmen

2. A Dbottom-up or market-critical approach, based oom@unity
development (Rogerson, 2000; Scott and Pawson,)1999

Whilst the former focuses on the pursuit of ecorogrowth, investment attraction

and courting the high-profile business sector, ltheer tends to be associated more
with support for emerging micro and community besses. In general terms, both
foci are equally valid and it can be argued thahlshould be pursued in conjunction
with each other in order to meet the needs of a&wedectrum of stakeholders, to
provide for balanced growth, and to ensure thatta@bgenerating large businesses
can generate meaningful spin-offs for the small@merging business sectors.

3.4 MAJOR CATEGORIESOF LED INTERVENTIONS:

In order to pursue either market-led or marketicaltdevelopment, implementing
agencies (such as local governments or developassatciations) generally tend to
pursue fairly standard intervention measures whidtiress the needs for financial,
infrastructural, information, planning and trainiegpport. In all cases, support varies
from measures designed to support large enterpsses as tax rebates, to support
measures for micro-enterprises, such as trainotgbpnks and equity participation.
The five major LED interventions are:

1. Financial support



Land and building development
Information and marketing assistance
New planning and organisational structures

a bk~ DN

Training and employment (Nel, Hill and Eising, 2002

3.5 M AJOR LED PROGRAMMES

LED interventions, be they market-led or marketicai, tend to have a focus on
achieving set goals related to economic growtheandowerment. In order to achieve
such goals, support agencies conventionally pusutairly definable range of

programmes. The most common programmes include:

1. Encouraging local business growth

Support for new enterprises

Improving the local investment climate

The promotion of inward investment

The provision of both hard and soft infrastructure
Sector support for identified lead sectors

Area targeting to address unique challenges
Poverty reduction to ensure equity, and

© © N o O s~ WD

Regeneration endeavours in areas subject to ecordrange. (World Bank,
2002).

3.6 DEFINING LED IN THE SOUTH AFRICAN CONTEXT

In South Africa, LED tends to have a more distvetpro-poor orientation and the
degree of national state endorsement of local-laggbn is particularly noteworthy
(Rogerson, 2003; Nel, 2001). In the South Africamtext, LED usually refers to
actions initiated at the local level, typically ycombination of partners, to address
particular socio-economic problems or to responédonomic opportunities. In the
South African case it is now a local government dad@, but can also occur as a
result of private or community-level initiativesh& present study will focus on all
possible variations as partnerships are criticahéapplication of LED.

LED should be seen as having the following dimemsio

« It can exist at theolicy levele.g. a municipality’s decision to be more
business-like, or to encourage procurement, investretc.,

« It can exist at amstitutional levele.g. having a Job-Centre, LED office or
Section 21 company.

« It can exist at theproject leveli.e. it operates as a defined, focused
undertaking e.g. a chicken co-operative; a toupsomotion strategy; an
LED Fund project, or a private sector initiative.

«  Support forsurvivalist or livelihoodgprogrammes.



« The operation of independent / privatgpport centre®.g. LBSCs, local
banks with community support programmes.

These aspects are not mutually exclusive, and cftegxist.

In its operation, LED can either have prd-poor focus (i.e. seeking poverty
alleviation) as encouraged by the Department o¥iRetal and Local Government, or
a ‘pro-growth’ focus (i.e. seeking economic growth), as encowrapg the
Department of Trade and Industry (Tomlinson, 2003)These two divergent
approaches respond to very real needs in the gourBut they can also lead to
divergences of opinion on the ground, and Tomlinsas raised the concern that the
‘pro-poor’ variant of LED many well, inadvertentlge marginalised in the country at
the present, by the focus on Industrial Developnzemtes (IDZs), Export Processing
Zones (EPZs) and other GEAR related initiativesthvthis in mind, it is critical that
development interventions in South Africa, and Ire tFree State in particular,
prioritise the needs of the poor. Projects needb¢o sustainable as well as
economically viable.

The policy and practice of LED has become remaskal®ll established in South
Africa in recent years. The experience of LEDts@uwith limited cases of applied
LED in small towns, in the early 1990s, and rapigtgelerated through the activities
of the ‘forum’ movement. The concept of communitgs locality- based
development, implicit in the 1994 RDP, was effeelyv enshrined in the 1996
Constitution (in terms of the developmental roleladfal government) and has since
been supported by a range of policy and legal nteasu

Applied LED has evolved apace, such that by 2001lmaljor urban centres had
initiated LED Units or Economic Development Depaghts, whilst a range of NGO-,
community- and private sector-led initiatives haeveloped. In the remainder of this
section, the evolving LED policy in South Africa neviewed before moving on to
discuss current practice in the country.

3.7 PoLicy CONTEXT

As noted above, the 1994 Reconstruction and Dewa&op Programme (RDP)
Document made implicit references to the notioLBD, through overt support for
community-based development and locality baseditinies (ANC, 1994).

In 1996, the national Constitution (RSA, 1996) nated local governments to pursue
‘economic and social development’. This concept vek®n significantly further in
1998 when the Local Government White Paper wasasel® (RSA, 1998). This
document introduced the notion of ‘developmentatalogovernment’, which is
defined as ‘...local government committed to wogkimith citizens and groups within
the community to find sustainable ways to meetrteecial, economic and material
needs and improve the quality of their lives’ (RSK96a:17). In addition, local
government is required to take a leadership rolglving and empowering citizens
and stakeholder groups in the development prodesbuild social capital and to
generate a sense of common purpose in finding Ischitions for sustainability.
Local municipalities thus have a crucial role tayplas policy-makers and as
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institutions of local democracy, and are urgeddodme more strategic, visionary and
ultimately influential in the way they operate.

In this context, the key thrust of such developnatrdtegies in post-apartheid South
Africa, according to Minister Mufamadi is that,.The very essence of developmental
local government is being able to confront the dwalre of our cities and towns, and
to deal with the consequences of the location ef gbor in dormitory townships
furthest away from economic opportunities and uripdirastructure. The solutions to
these problems are complex and protracted” (Mufam2@01:3). As Rogerson
comments, “..In terms of the mandate of develogalelocal government, the
establishment of pro-poor local development stiateg therefore critical and central
for sustainable urban development as a whole, qudatiy in dealing with the
apartheid legacy of widespread poverty” (Roger@®00:405).

The statutory principles for operationalising thesencepts of development are
contained in the Municipal Systems Act (RSA, 2000d)e Act devotes a great deal
of attention to the notion of Integrated Developmefans (IDPs), of which LED is
regarded as a key element. In essence, accordimg tOepartment of Provincial and
Local Government, the IDP is, “...conceived as al to assist municipalities in
achieving their developmental mandates” (DPLG, 2PD0) and as a planning and
implementation instrument to bring together theiouss functions and development
objectives of municipalities. Integrated Developm@tanning has been defined as
“...A participatory approach to integrate economisectoral, spatial, social,
institutional, environmental and fiscal strategiesorder to support the optimal
allocation of scarce resources between sectorg@odraphical areas and across the
population in a manner that provides sustainaldevtr, equity and the empowerment
of the poor and the marginalised” (DPLG, 2000:15)ture government funding
allocations to local governments will be determirdthe nature of planning and
development priorities identified in such plans.

In 2002, a draft LED Policy Document, entitled ‘Befising Development on the
Poor’ was compiled (DPLG, 2002). This document dyeargues that government
policy must focus on ‘pro-poor’ LED, which explisit targets low-income
communities and the marginalised. Another emergpaicy of note is the
government’s ‘Urban Renewal Strategy’ which, thosghto be finalised, has a clear
focus on issues of urban regeneration and targefggort for township areas.

In order to support LED, the government introdueedLED Fund in 1999 which,
though only providing support for poverty reliefheenes, is clearly having some
impact across the country.

A key drawback with South African policy is thatspée its sophisticated focus and
nature, it tends to implicitly suggest that LEDaslocal government prerogative,
providing little recognition or incentive to suppone often critical role played by the
private sector, NGOs and CBOs in the developmentgss.

3.8 SOUTH AFRICAN EXPERIENCESOF LED

The most prominent current initiatives suggest thab in South Africa clearly tends
to be an urban-focused activity (Rogerson, 200@sdie this, at the micro-level, a
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range of NGOs and CBOs are clearly pursuing vehyalde training and job creation
strategies in rural and urban areas throughoutdbatry.

Applied LED initiatives range from ‘market-led’ tratives pursued in the large cities
to draw in big business, to build sports stadiumd eonvention centres and to ‘re-
image’ cities in a global era, through to smalliscédut carefully targeted poverty
relief, training and job-creation schemes whichufoon areas such as crafts, sewing,
brick-making etc. (Rogerson, 1997, 2000; Nel, 20@L)rban has set up an Economic
Department and Cape Town has created an EconondicSawcial Development
Directorate. Both cities are seeking to achievebglaccompetitiveness and poverty
relief and are focusing on tourism, place promqtimnsiness attraction, support for
small and micro-projects, community projects, andp®rt for flagship projects such
as the Cape Town Convention Centre.

Some of the most critical LED endeavours are ctiyeoeing pursued in towns

subjected to severe economic stress. These inahiiag towns, such as in the Free
State, North West Province and KwaZulu-Natal, amhiig villages, such as
Lamberts Bay and Stilbaai, that have been subjeteihe loss of their previous
economic mainstay. In places such as Welkom andk&derp, urban farming,

tourism promotion and small business support amesof the more prominent
strategies that are being pursued.

In rural areas, farming ventures and poverty reh&érventions, often led by NGOs,
tend to be a common trend. Support for rural markeid training in farming in the
Stutterheim district is a case in point.

Also of note are the various Presidential Lead étgj such as Katorus and Cato
Manor, where significant levels of state funds hbgen targeted at defined ‘problem
areas’. The emerging Urban Renewal Strategy wath abntribute in this area.

Nel (2001) has identified four variants of LED &ssi currently applied in South
Africa, namely:

1. Local Government-led LED where the elected locaharty becomes the
active change agent

2. NGO- or Community-led LED, often in the absencethfer logical economic
leaders

3. Development Corporation or Section 21 Initiativesthere are several
examples of development agencies which have beetifigally established,
often by local governments, to pursue LED-typevétats. Examples include
Welkom and Stutterheim.

4. ‘Top-down’ LED - this refers to instances wherengigant government or
external resources are specifically targeted ata@a in an endeavour to
catalyse LED. Though somewhat contrary to the cotiweal notion of
spontaneous, community-based development, sucloduipgs a role to play,
particularly in disempowered communities lackingdership capacity and
resources.
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A recently undertaken national survey of the pcactf LED within local municipal
areas sheds light on the situation on the grourel é&dd Binns, 2003). The survey
revealed that South African local authorities araescious of the need to embark upon
‘developmental local government’, and more speailjc to initiate defined LED
programmes. Of the 87 local authorities around dbentry that responded to the
survey, 73 (84%) had either initiated LED prograranoe were in the process of
doing so. The balance (16%), had yet to do soehardue to funding and capacity
constraints, but were nevertheless aware of thedeslopmental mandate and, to a
limited degree, were implementing some LED-typatsiies.

Those local authorities which said they were immating LED programmes,
identified the main reasons for this. The primagson (51%) was as a response to
prevailing levels of unemployment. Other respongeduded business closures
(18%), and the need to stimulate the local econ¢2326). Less frequently cited
reasons included economic decline, poverty and nbed to co-ordinate local
initiatives.

All 87 local authorities surveyed are, to varyinggtees, implementing a range of
definable LED strategies. The most popular strategientioned were public works
projects (promoting job creation) and tourism, eatth a score of 72% of responding
local authorities, and 71% each for infrastructprevision and poverty alleviation.
The range of strategies pursued clearly reflecesrthtional government’s priority
accorded to poverty alleviation and job creatioogpammes, in terms of both policy
and targeted funding support, such as the LED FAhdocal authorities nhow appear
to be involved in some form of development and godmtion, representing a marked
improvement on the 20% figure noted in a 1994 surve

Simultaneously, small business support (47% of aesgs) reflects the priority
accorded to this sector by the Department of Ttk Industry. In terms of more
market-driven approaches, the current fixation il perceived potential of tourism
(72%) as a major growth area, is abundantly cl@aaditional western-style LED
approaches, such as industrial recruitment (479)iacentive provision (39%), do
not score as highly as poverty relief interventiofi$is indicates the different
development trajectory being followed by local aurtities in South Africa compared
with western nations (Clarke and Gaile, 1998). tBoAfrican local governments
show limited compliance with the neo-liberal ortbag of the government’s current
macro-economic GEAR programme, with its advocacynafket facilitation by local
authorities (RSA, 1996b). The relatively low scoeeorded for privatisation (16%),
in spite of GEAR policy objectives, is noteworthgdareflects a seemingly limited
focus on this issue. It is really only in the largéies, such as Johannesburg, with its
‘iGoli’ campaign, that serious attempts at privatisatiawe been embarked upon.
Infrastructure provision (71%) is evidently vergmificant and would seem to be a
response to the large infrastructure backlog aedatrailability of targeted central
government funding. Issues such as support fornudmaiculture (7%) were rarely
mentioned in the survey, despite much governmerdtorit suggesting its
significance in addressing the country’s very ma&lelopment challenges. The latter
may well reflect ‘urban bias’ on the part of mupiiities, as well as the reality that
such activity has tended to have been supported@@s in various centres and not
local authorities.
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When asked to evaluate their ability to implemefDl.. almost all respondents
expressed very negative sentiments, with hardlypositive comments being made.
Municipal officials expressed concern over thecklaf funds, limited support and
guidance from national and provincial governmeagether with serious personnel
constraints.

The key constraint noted was the shortage of f(®0%), despite the existence of the
LED Fund. This reflects the reality that over 5084o@al authorities are experiencing
severe financial difficulties in terms of genergtimdequate revenue (Nel, 2001) and
the very limited support provided by central gowveemt. The unfortunate situation
has arisen in South Africa and elsewhere that, sivisiignificant powers have been
decentralised to local authorities, the accompany®sources to implement them
have just not followed, creating a situation whigtockmayer has referred to as the
‘decentralisation of poverty’ (1999:3). Other sipant constraints on the
implementation of LED and include personnel comstsa(53%), insufficient training
(43%), poor support from government (30%) and legaistraints (23%). The very
high scores recorded in response to this questieniraicative of the very real
operational constraints which local governments exgeriencing in their quest to
implement developmental local government.

3.9 CRITIQUE OF LED ON A NATIONAL BASIS

The widespread failure of many LED projects istgtgrto emerge and indicates the
limitations of their approaches. As has been olesktrecently: “it appears that the
results have generally been disappointing” (Hings2@03:4) with capacity and
resource constraints being the key hindrances inyntacal authority areas (Nel,
2001). In a critical commentary, Meyer-Stamer (2@8)&rgues that “LED in South
Africa tends to be confused and highly selectivddiAg to this the limited capacity
and experience local governments tend to have rimsteof promoting economic
development, it is unlikely that LED will make muol a difference”. Accordingly,
Meyer-Stamer contends that LED should focus on atarland that competitive
business and community development interventionsldhbe used to deal with social
problems. This viewpoint echoes the critique offelby Hindson that by focusing on
poverty, albeit valid and justifiable, questions efonomic growth are left either
largely unanswered or sidelined.

In contrast to the pro-poor stance adopted by tagaiment of Provincial and Local
Government, is the view espoused by the Departoeiitrade and Industry which
links LED more firmly to mainstream economic deyefeent and to small business
promotion in particular (Rogerson, 2002). Neverbs] the disappointments
associated with a decade of policy initiatives tpmort the Small, Medium and
Micro-enterprise (SMME) economy are reluctantlynigeacknowledged by national
government (Nel, 2002). Tomlinson (2003) has exanhihe reality of policy
conflicts in the country and argues that, in caosttraith international experience,
South Africa’s focus on small businesses and pgvedlief only parallels
international experience in terms of community-blalsSED and not more mainstream
varieties. Within this same context he also finkist tLED is being marginalised by
the lack of available resources, the dominancamel scale state interventions, such
as in new programmes for Industrial Development €&pn the narrow

14



conceptualization of what LED is, and the rathefottunate reality that “LED is
increasingly being used by central government ift &h local government some of
the responsibility for dealing with unemploymentgoverty” (2003:113).

Despite these contextual factors, LED is nonetledtd taking place on the ground
in South Africa with varying degrees of successcase-studies in this collection
vividly illustrate. It is, therefore, perhaps appriate to argue that South African
LED officials and policy makers need to take stadkthe deep-rooted structural
constraints which are inhibiting their actions)éarn from successes where they have
occurred, and to re-conceptualise their roles,etasr@and strategies to ensure that
appropriate and meaningful development is achieved.

What is needed is probably not the refinement efdixrrent system of understanding
and applying LED but, perhaps, a complete re-tluhkvhat it means, its goals and
how to achieve them. Within this context, somehef most critical issues include re-
defining what LED is and what strategies shouldpbesued, taking LED out of the
narrow confines of the local government mandate the arena of true partnerships
and ensuring that there is more than the tokenstmport for the strategy which
currently exists. A key concern which Hindson (20@8d Rogerson (2003) both
identify is the current marginalisation of non-lbg@mvernment actors in the South
African variant of LED and, by implication, the lizie to adhere to the internationally
recognised belief that partnership formation andaboration is one of the most
critical ingredients in LED.

The experience of LED in the Free State clearlyaésswhat recently was described
as a ‘mixed balance sheet’ (Net al, 2002). In a recent unpublished document,
DPLG conceded that there are currently a rangeobéypinitiatives — such as pro-
poor LED, the Urban Renewal Strategy, SMME develepth and economic
empowerment — “that impact more or less directlylmcal economic development
and [that] have yet to be assimilated into a caftek&D framework that addresses
the aims of economic growth, employment creatiquity and poverty alleviation”
(in Nel and Rogerson, 2004). In addition, this -geifical evaluation acknowledges
that the “current state of the policy environmeiatlsc for increased conceptual
coherence” which requires potentially “differengdt policy approaches to address
LED aims under the conditions pertaining in therexay”. More specifically, DPLG
suggests that a key “challenge is to bring abazressed policy convergence aimed at
re-connecting the globally connected and locallygmealised sectors of the [South
African] economy”.

Some of the key issues identified by a range dfi@st (Nelet al, 2002; Tomlinson,
2003) are:
* The failure rate of initiatives is high;

* In many ventures, particularly in smaller centtégre is only limited private
sector involvement;

 What is being achieved is the provision of fa@htiof a global standard in
certain localities versus constrained achievemiartise poorer areas;

* The ‘politicisation’ of development is an issue, es individual interests
override the greater common good;
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* Projects appear to move through a ‘life-cycle’ whadften sees the demise of
once-promising endeavours;

* There is a clear problem of grant dependence amdirttited sustainability of
many projects;

 The economic aspects of projects, especially theketiag of products, are
often neglected in planning and often threatengatogustainability;

* A question needs to be raised as to whether lagabaties should be driving
economic development and job creation, or whetheallgovernments should
rather be facilitating it.

* Many regard LED as an ‘unfunded mandate’ i.e. logalernments are
required to pursue it, but lack the necessary flamdisstaff;

* There is a clear need for more training, facildatand funds;

* In Rogerson’s view, ‘...the most distinguishingttea of South African Local
Economic Development policy is the new emphasia strong pro-poor focus
in rhetoric, albeit if not always in practice’ (Rergon, 2000:408);

* There is currently inadequate facilitation and supp

» There is a possible ideological conflict between ARE and socially
responsible programmes;

» Community-focused programmes are often difficulstigtain, because of high
staff turnover, limited resources and capacity.

These considerations reflect the very real chaéenghich applied LED has faced in
South Africa in recent years. These issues mustdoeessed in the undertaking of
future LED initiatives.

Finally, the DPLG’s own critical assessment of grexformance of LED in South
Africa (quoted in Nel and Rogerson, 2004). dravieraion to a series of important
institutional issues that require attentiorier alia,:

* The problem that the decentralisation of powersfr@tional government to
the local tier has placed “huge additional LED amespbilities on a sphere of
government which often has very limited capacity itoplement them
effectively”

* The frequent lack of coordination between differgotvernment actors and
private sector, donor and NGO LED initiatives lemdto often fragmented
and unco-ordinated initiatives at local level

* The imperative to link LED taking place within maigpalities to other
regional and national initiatives, including sealgrrogrammes

» The lack of clear understanding and/or agreemeldcal level of what LED
actually means.

This discussion calls for caution when applying LB indicates that, in efforts to
refine LED policy and practice in the Free Statagrisance should be taken of the
bigger, national picture: firstly to identify diflulties (potential and actual) and
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secondly, to help chart the way forward in terms paftting mechanisms and
guidelines in place which can hopefully ensuresinecess of LED on the ground.

4. RESEARCH APPROACH AND METHODS

The research undertaken for this report, was dgnielr research agencies, namely
the Human Sciences Research Council (Bloemfontdfitcep the Centre for
Development Support (University of the Free Statie@, Geography Department at
Rhodes University, and Mcintosh, Xaba and Assosiéfteee State office).

The research utilised existing provincial and logavernment data, as well as and
HSRC and UFS networks. Primary research was umdantin a selection of
representative local authority areas in the praainc

Primary information was sourced from:

» Direct contact with local government areas (murtiptaff and other key
stakeholders) where known cases of LED are taklimcep

» Interviews were also undertaken in a range of ibealin which LED has
effectively not yet commenced or where projectsehdailed, in order to
identify the key blockages which exist.

* Project participants, beneficiaries and the leaddrsion-local government
LED initiatives were also interviewed. In the caskethe participants and
beneficiaries, the primary objective was to asaemdnat the impacts, benefits
and costs have been on the target communities.

The primary techniques employed were based oncgaatory principles including a
range of interview techniques, transect walks ainelct field observation. For the
primary interviews, both structured and unstruduisterview techniques were
employed as appropriate.

Primary research was undertaken in the followingtres, which are believed to
exemplify both ideal cases of LED and places witakie experienced difficulty in
applying LED:

* Bloemfontein/Mangaung

* Goldfields/Mathjabeng

+ Bothaville
e Clarens
*  Smithfield

« Qwa Qwa.

Secondary research also included a desk-top basgsivn of published documents,
policy, previous research about LED in the FredeStand academic writings which
examine LED from an international, South AfricandaRree State perspective.
Provincial sources which were drawn on include:

» The Free State Poverty Strategy

» The Free State Development Plan

* Mangaung Municipal Reorganization Plan
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* Khanya Reports
* Available documents on each local municipality
« Centre for Development Support Repdrts.

5. FREE STATE DOCUMENTATION: AN OVERVIEW

In addition to the key national documents, the igppibn of LED in the Free State is
clearly shaped by two core documents, namely tee Btate Poverty Relief Strategy
and the Free State Development Plan, both of whigh examined below and
critiqued with reference to applied LED. In additito these two core documents, the
documents detailed in the Methodology section abawe two other provincially-
based research documents need to inform any pralhirbased assessment of LED.
The latter are: The Evaluation of LED Projectshe Free State (Marais, Botes and
Mosothoane, 2002) and the national evaluation efiiD Fund (Ingle, 2003). This
section draws heavily on the key input from Matisl

51 THE FREE STATE POVERTY RELIEF STRATEGY

The goal of the Free State Poverty Relief Strategy reduce poverty in the Free
State population from the current 63% to 45% by®@@&nd to 30% by 2020. The
strategy further states that, internationally, ag¢d has been set to reduce the
proportion of the population living in extreme potyeby half by the year 2015. The
Department of Social Welfare has been given thd teé& in eradicating poverty in
the province. The two main mechanisms for achgptins are the provision of social
grants, and the establishment of projects to gémeracome (with specific
implications for LED).

One of the priority areas of the Free State Poveelef Strategy is that of promoting
jobs and generating income for the people of thee Btate. The following ways to
promote job creation and to sustain householdsnamioned: the agricultural sector;

! Botes L, Erasmus A, Fourie F, Marais L, Moses krBblzer J, Potgieter P, Pretorius A & Smit

M.1998. Pre-feasibility study for the establishment of aor@mic development zone (EDZ) in
the Free State: Progress Report(Eor Department of Trade and Industry: Free StabeiRce)
Bloemfontein: Centre for Development Support.

- Pelser AJ, Botes LJS, Arntz T & Matebesilbcal Development Committees in Bloemfontein:
Findings of an empirical investigatioRor the Bloemfontein City Council.

- Ackermann R, Oberholzer J, De Bie P, Menton R &eBdtJS. [Urban Econ in collaboration
with the Centre for Development Support and AfritonMotivation for an Industrial
Development Zone in the Botshabelo arar the Ministry of Finance, Expenditure and
Economic Affairs, Free State Provincial Government.

- Marais L & Botes L.Bloemfontein as a first choice for economic investmFor Central
Business Corporate

- Marais L, Botes L & Mosothoane 8n evaluation of Local Economic Development prgjéct
the Free Statd-or the Department of Local Government and Housirthe Free State.

- Pretorius A, Le Roux |, Marais L, Kuzambiza M, Beté, Wessels JStrategic project
identification for local economic development: todga replicable frameworlk~or the United
Nations Office for Project Services: Small Entesprand Human Development.
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SMMEs; public work programmes; projects generatn@pme; and social grants. In
many small urban areas, social grants are oneeofriin contributors to the local
economy.

The Free State Poverty Relief Strategy has theviaitig key proposals with regard to
promoting jobs and income:

1.

A much larger network of business advisors shoelédiablished in the whole
of the Free State. A network of people who areablg of working with
micro-enterprises is needed. They should be bacdketly a team of high-
quality advisors to small businesses, who in tunoutd be capable of
analysing a business employing 20 to 50 persoishalping them to improve
productivity. This approach is likely to make thgdest impact on jobs. These
advisors could well be located in a network of Bess Service Centres.

A proactive process is needed to identify busiressgh a potential for
growth throughout the Free State. This should amgrtiee report entitled
“Positioning the Free State Province on the HighadRo Many of these
businesses are likely to be owned by white pedfieensure that the support
of the Business Service Centres filters througHdisadvantaged people, such
support should be subject to the condition thatinesses adopt affirmative
action policies, and engage in the training ancetigament of staff.

No single department should provide all these gistservices. A range of
specialist services should be set up, to which laogl extension service or
business advisor can refer people, or which caadoessed, for example,
through the Internet. The following services, imtjgalar, should be included:

« A marketing advisory service, providing advice orarket research,
promotion and export enquiries. This service stialso co-ordinate a
Free State Directory of suppliers, so that people source locally where
possible.

+ The development of more local brands.

« An advisory service for agri-processing and farmdustrialisation. This
service should cover specialist help in respettusiness plans, health and
hygiene, and provision equipment.

« Specialist tourism advisors.

« Small-scale mining advisors.

« Retail advisors for small shopkeepers, to help shapsmall towns to
remain viable.

Many of these services could be outsourced, butldime delivered through a
Free State branded service. Donor funding might laelable to facilitate the
setting up of such a service.

There needs to be an extended “development teaeratpg at the level of
each council after amalgamation, with a range disstequired for developing
businesses, projects generating income, as wellhes social functions. This
will require a further study of the core proceseséslepartments, as well as
possible restructuring. Administrative boundarié®dd also be linked to
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District Council boundaries, so that development ba co-ordinated at that
level.

6. Great care must be taken with the current fundirmg@ammes (for example,
the Community Projects Fund (CPF), Land Reform Grand Poverty
Alleviation Fund) to ensure that they really hedpcteate viable enterprises. In
view of the difficulties that they have experiencdtey should be thoroughly
re-evaluated.

7. Government needs to review its approval processehése funds. It needs to
simplify and standardise these processes and reétdaa®ntrol from above. It
can only do this by ensuring that there is greedé@acity in the groups, and by
providing much more training to project participgand ensure viability and
help with aftercare. To facilitate sustainabilifyarticipants should also be
required to subject themselves to the disciplinesafing prior to receiving
support. Disciplined financial management shousd &e a requirement.

8. The support for labour-based construction methdaaild continue. Even if
such methods are temporary, they do provide anmecsource that is
significant for the households involved.

9. The Free State Government should approach thederg's Office to enquire
about the potential of using a subsidy, similath® Housing and Land Grant,
as a Sustainable Livelihood Grant. This grant gsthoé subject to the
submission and approval of a business plan, dwicdse of the Land Grant.

10.All of these recommendations will come to nothingess there is a major
review of the allocations in respect of economived@ment. The biggest
problem facing the Free State is poverty and latkncome. The budget
allocation for economic development must be inadds much more than the
current level of 2% if there is to be a seriougmatit by the province to help
people to increase their income. Failing that,pfwrince will simply wait and
see what the impact of government macro-economicypavill be. The
province will continue to be a provider of welfarbut not a serious
stakeholder in the battle for local economic depeient.

Many of the aspects mentioned above will also resbed in the literature review

that will be conducted below. Furthermore, it mbstassumed that many of these
initiatives will take place in the context of a dging global economy. Although not

impossible, it might be difficult to implement them

However, a more worrisome aspect is the fact iti progress has been made with
the abovementioned initiatives since the acceptamntke Free State Poverty Relief
Strategy. Furthermore, the initiatives, requiréeasive funding. The suggestion
concerning a reallocation of the budget is valid s is unlikely to be sufficient.
An additional concern is whether the capacity aesburces exist to find, appoint and
support the necessary advisors.
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5.2 THE FREE STATE DEVELOPMENT PLAN

The Free State Development Plan has five key pyiareas, namely:

Enhancing economic development and job creation.

Providing and facilitating sustainable developmahnfrastructure.

Investing in the development of the people of ttevmce.

Ensuring a safe and secure environment.

Good co-operative governance with sustainable uUseesources and the
environment.

agrwpdE

In terms of economic development and job creatmmumber of strategies are
proposed:

Strengthening the competitive advantage of the Btate.

Promoting the creation and expansion of SMMEs.

Enhancing the security of livelihoods, and selfaiete.

An increased share in the tourism market and invexst in the economy.
Expanding and diversifying the agricultural seceagri-processing).

Adding value to mining products and petro-chemicals

Sustaining a viable mining industry.

Developing and expanding the transport and didiobuindustry (expansion
of warehousing).

NG~ WNE

In order to strengthen the competitive advantagihefFree State, the strategy states
that “we will develop a comprehensive economictetyp for the Province, establish
and support a system to promote private inwardsitmient in key economic sectors,
finalise and implement sectoral development zomebs economic corridors for the
Free State (including SDIs and IDZs) and promogeetkport of Free State products”.

In order to achieve the promotion and creation MMES, the following actions are

suggested:

* Work in partnership with business and local governinestablishing a public-
private partnership to support economic developra@dt assist municipalities to
plan for and support local economic developmengEmmes.

» Establish a variety of support bases for SMMEs]Jumiog a local business
support infrastructure with 100 micro-business a8 and 60 small business
advisors across the province. Establish a centrainbss support infrastructure
including eight specialist business advisors. Histala market information system
and an industrial database for the Free State.

» Establish a project to support local procuremenkabye public and private sector
organisations.

* Provide assistance in the training of SMMEs in hess skills and in the
establishment of an award for entrepreneurs throuighe province.

The enhancement of livelihoods will be conductethafollowing ways:

* Ensuring that the current projects for the alleoiatof poverty are sustainable,
and making them more business-oriented.

 Working with Departments to ensure that, where appate, they establish
effective livelihood programmes, e.g. communitydshs public works
programmes.
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Access to natural resources is important, so that people can grow their own
food and access natural materials to contributthéa livelihoods. It should be
ensured that each household has access to a minoh@60 m? of land for crop
production, either on household plots or on comrhlamal.

The Province will also seek to develop communitgdehservices and support for
poor people, such as home-based care for HIV/AIDferers, and paralegal
services. These groups can provide a small incamenfiny people, while also
providing services to the broad community.

It is crucial to improve the social safety netwarkd to ensure prompt payment of
social grants to beneficiaries and increase thakepof the Child Support Grant.
The Province will establish a project to minimise impact of retrenchments and
ensure that those who are retrenched do not bedestitute.

The increased share of tourism in the market véllppomoted by the development
and increase of tourism routes, destinations atgitaes. Increased participation in
events and activity tourism, improved tourism mérg and business support based
upon an effective database should also increasantdr&et share of tourism. A
website of businesses catering for tourism, as agetheir products and services, will
be created.

In terms of diversifying production and adding v&ho agricultural products before
they leave the province, the following actions v taken:

+ Research and implement new agricultural produdean

« Establish the capacity to support agri-processiage@rch, technical aspects,
business, marketing),

« Establish new black farmers

+ Research regarding new products in mining and pxtemicals. A strategy
that can be developed and implemented in the jgwedmufacturing industry
will be promoted, while a strategy for the estdblient of small-scale mining
will be advocated if it appears to be viable.

« The mining industry will be consulted on measures itprove the
sustainability of existing mines and the opening@®iv mines.

« In terms of developing the transport industry, gien argues that the Free
State occupies a central position in the countrth wiany main roads and rail
routes passing through it. In order to improveséhéacilities, the province
will seek to develop a strategy for transport anstribution, including
warehousing. It also plans to develop a dry padiuiding a cargo airport.

Although the Free State Development Plan is lawdbl its comprehensive
approach, the following critical questions are val#:

Has enough research been carried out in orderderstand the global economy
and the links with the Free State and other localhemies in the Free State?
What are the current trends and how do they impactocal economies? This
aspect is analysed in detail by the World Bank m&oa LED.

Would it not be wiser to give priority to one ordvapproaches rather than the
current eight approaches? For example, the miamgagricultural sectors are, to
a large extent, driven privately. A focus on soafethe other efforts might
therefore be more appropriate.
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* The time has probably also come for an assessnigmbgress made thus far in
the implementation of the strategy.

* Although the role of social grants in the developtmef the Free State is
mentioned, limited mention is made of how a loa&aacould ensure that these
grants contribute to LED efforts. For examplemany towns, hawkers arrive on
the day of pension payouts and access prime losafar business. In this way
local businesses lose a certain amount of busin@spects to be considered in
this regard include a larger percentage of socraintg payments into bank
accounts. Negotiations can be initiated with bamk#) a view to the scrapping of
bank charges on accounts with limited depositsterAatively, regulations as to
where these hawkers may conduct their business t@uinvestigated.

* Interms of the development of tourism, it is nabethry that no specific areas are
identified, and that this aspect is only broadlyntrened.

One area that needs urgent attention is the av#itadf information to monitor the
goals and objectives set out in the Free State IDerent Plan.

53 KEY FINDINGSABOUT L ED DERIVED FROM RESEARCH IN THE FREE STATE

This section attempts to provide an overview of kieg issues highlighted in the

relevant source documents. The majority of theudwmnts are related to research
conducted in the Free State, though they may aldade some material not directly

related to the Free State. This section discussepportunities and constraints
facing development in the province generally. la second sub-section the focus on
existing evaluations of LED projects is a key aspéthe research investigation.

531 The changing production processes and global economy

Marais and Botes (2002), in their assessment ohaoa change in Bloemfontein
conducted for Central Business Incorporated, ifiedtia number of changing
business processes influencing the potential foalleconomic development. Some
of these aspects are:

* The technological era has resulted in decentralisgébnal offices of large
corporations becoming less important. The avditgbof cell-phones and
electronic communication makes it possible for ng@na to manage regional
staff just as effectively from Gauteng as from Bifdentein or any other
location in the Free State. Furthermore, the nunatbenanagers needed to
manage certain functions has also decreased. Whghaid of electronic
communication methods it is possible to manage npe@ple per manager
than it was 15 years ago.

* As the Free State, Northern Cape and Lesotho haliara of between 4% and
7% in most consumer products, it is difficult tamguce products profitably in
the Free State, since it is not close enough teratiarkets in South Africa.
Thus, although in spatial terms the Free Statecstéd fairly centrally in
terms of access to the market (mainly Gautengjs itill located on the
periphery in practical terms.
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* The majority of retail companies have establishedehprocurement and
distribution centres in Gauteng, Cape Town and BurbThe purpose of these
centres is to buy products from producers (usuallyulk) and then distribute
them to the various outlets in the country. Altgbut is still possible, in some
cases, to produce and deliver goods to retail sultecally, it is difficult to
compete against the scale of purchasing at thesgbdiion centres.

* The fact that Bloemfontein and the Free State laagitionally not hosted the
headquarters of some of the big companies in Safnita, also has an impact
on the province’s local economic development. Muosjor decisions about
procurement for Free State retailers are takeremote headquarters. The
suppliers from the Free State itself are thus owded.

Against this background, one should consider thevamce and consequences for
local economic development:

e It should be acknowledged that local economies eoenpeting with
economies on a national and even an internati@ade s

» Accessing markets is an essential aspect of ahgtiwe for local economic
development. In this regard, international marksteuld be seen as a
possibility.

* In view of the limitations of the situation in tlk@ee State, business people
who have traditionally seen only their local areaaspossible markets need to
change their way of thinking. What is needed isuse the advantages of
electronic communication systems to be able towork from other parts
of the country and the world.

» Limited research in the Free State context is alsdgl on how globalisation
and changing processes of production and manageméoence local
economies, and how they might influence local ecaigs in future.

Although these global trends are not always comnducio local economic
development, the Department of Land Affairs (199@)s of the opinion that local
economies could develop mechanisms to reduce inteakage.

5.3.2 The limited value of LED projects

The evaluation of 16 LED projects in the Free Statdarais, Botes and Maishoane
(2002) and Ingle’s (2003) contribution to the natibsurvey of LED Fund projects
has shown that only a small percentage of thodbanFree State projects have the
potential to become financially viable. The CDS maached the same conclusion
with regard to the income-generating projects oé tDepartment of Social
Development in the Free State.

Typical problems identified with these projects:are
* The inappropriateness of municipal financial sysdm accommodate these
entrepreneurial projects. As Ingle (2003) arguéss iunrealistic to expect
municipalities which struggle to supply or charge lbasic services to be able
to manage economic projects.
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The fact that very few of these projects have halted individuals to manage
them results in the management of many such psojeeing ‘chaotic’. In
some cases, concerns regarding project irregulavéye noted, and clear
evidence of antagonism between municipalities aesidents or project
beneficiaries was found.

In several municipalities, reluctance to answer stjaas regarding LED
projects was noted and information from variousic@fs was often
contradictory. In some cases, it was alleged tlditipans had taken over
projects for the purposes of gaining support.

The fact that all of these projects had to beatstl and planned from scratch
has been a major handicap.

In many cases, the business plans for projectsndidlink those projects
effectively to the real needs of the community.abidition, the viability of
many project applications has been questioned.nBssiplanning was found
to be inadequate and the reasons why governmesasesl funds under such
conditions have been called into question.

Many projects, understandably, have an agricultio@ls. However, lack of
adequate support and the physical distance ofaimeldnds from communities
was a common problem. Concerns as to whether anu#gral approach
(over half of all LED investment) can lay the ba&is diversifying the
provincial economy have been expressed (Marai 2082).

SMME development, which is seen by government &sad sector, has not
performed well as an LED approach. According to &kaet al's (2002)
evaluation, very few SMMEs were established assalref LED initiatives.
None of these projects were identified as beingnenucally competitive.
This implies poor project design, training, implentaion, market research
and business planning, all of which are extremehosis considerations.
Support for the informal sector is a common appnoaelowever, in many
cases, traders do not seem to want to be moveddreas of peak pedestrian
flow to less strategically situated, albeit bedquipped, areas.

In some cases, LED-targeted funds were incorrealigorbed into general
municipal accounts — this was a particular concafter municipal
amalgamation. Maraist al. (2002) established that in many cases municipal
financial arrangements are simply not geared to agenentrepreneurial
projects. In addition, in some cases, LED Fundddcoat be accounted for.
Although there has been employment creation, nav&t to be short-term jobs
created through infrastructure projects. Ingle @0@as not able to find a
single long-term job created in the LED Fund prtgeghich he investigated —
a very worrying situation indeed. Despite an inwesit of over R15-million
in the 16 projects studied by Marass al. only 95 long-term jobs — all in
agriculture - had been created. No long-term jolesewcreated in other
sectors, such as mining, infrastructure, tourismd avanufacturing. In total,
only a modest 403 short-term jobs were created. faigre to generate any
long-term jobs in critical areas such as manufaaguand tourism is clearly
cause for concern.

Key capacity constraints exist in terms of the fHwt many projects are
consultant-driven and hence are dependent in natBwsiness planning is
often not properly understood and is inadequateD LEommittees and
officials lack requisite management skills; andjgcb planning is often poor.
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* The lack of synergy between government departmentsrizontally and
vertically - does not help the LED process on tteaigd.

* In many cases the beneficiaries were not propetntified in project
planning and poorly involved in implementation. any instances, project
failure and mis-management exacted a heavy tathese people.

* Only one project, in Welkom, was found to exhibityasignificant attempt to
link with the private sector and large commercigkeprises.

* In most cases, project leaders seem indifferenéxigerience gleaned from
other projects, which often leads to a repetitibfadure.

Sadly, as Ingle observes, it could be argued tieat ED programme is not alleviating
poverty and in many cases it may actually be eabhiag it. He goes on to note that
“LED in the Free State ... has supplied a cataloguexd book cases on how not to
go about LED".

The possible policy implications of the above fastare:

* A reconsideration of the project approach to LEDr lan effective LED
approach, the institutionalisation of an LED stggtes necessary.

» Specific emphasis should be given to supportingviddals and businesses
already in operation, rather than starting projéacs scratch.

533 Assessing the business sense of projects

Maraiset al, (2002) found that, in general, the business sefipeojects was limited.
This can be attributed to a number of reasons:

* In general, officials at local level do not have tbapacity to plan projects
from an entrepreneurial perspective. This hasltexsun far too many end-
beneficiaries being linked to projects. As a reshkse projects have not been
financially viable.

* No proper business plans were in place for theepts] Although project
plans were available, these were focused mainlyhenproject process in
order to ensure that the funds were spent in areohenanner. Considerations
such as potential financial scenarios, breakevemtfo aspects of risk
management and marketing plans were typically dlds@m these plans.

* One explanation for these trends may be that vewy &f the plans were
developed by business experts.

From the perspective of operations and policy, fiiowing aspects should be
considered:

» Consultants and municipalities should be requiceddvelop proper business
plans, with due consideration of their various edats. This should be done
instead of drawing up project plans in respect bici the main consideration
is to get the money spent.

* Business-orientated consultants should be usedarger degree.
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5.34 Strategic project selection for LED

The manner in which most LED projects have beerrcagal is also problematic.
This is linked to the above problems related toliiginess plans. In virtually no cases
were approvals informed by strategic economic amginess guidelines. Maras al.
noted that there had been minimal interaction betw&he municipality or the
consultants who drafted the project plans, andetlvadso carried out the assessment at
provincial level. In fact, no real assessment fauork existed in terms of which to
approve projects.

5.35 The relationship between the private and public sectors

An area of confusion is that of the roles and respmlities of the private and public
sectors. Marais and Botes (2002) found, in Bloen&m, that there is still no
common understanding in this regard. The privat#oseas of the opinion that the
public sector wants to play too big a role. Iness®, the private sector wants to see
the public sector providing a conducive environmientbusiness to operate in. The
public sector, however, wants to ensure that a raquétable business environment is
achieved.

Another aspect to this relationship is the alacwith which land developments are
processed. In a competitive global environmers ihiof the essence, and cities such
as Durban have committed to a 20-working-day feekllta prospective developers
(Marais and Botes, 2002). This is an area in whochal municipalities could play a
facilitating role. Municipalities should also proe a strategic framework within
which LED can take place. The importance of thishat it goes beyond the project
approach and includes place marketing, SMME deweéoqi, the integration of the
LED function into the operations of the municipgliand so forth.

International LED experience indicates that pashgs between the public, private
and other sectors are not a hindrance but arecircfaical to project success.

5.3.6 I nformation on the economy

Marais and Botes cited the lack of information crore@mic issues as a crucial
shortcoming in the Mangaung Local Municipality. thie time of their investigation
no coherent attempt was underway to rectify th@tsloming. The upshot of this is
that it is extremely difficult to measure progreasd that targets in terms of local
economic development are usually set without méagwr monitoring mechanisms
in place. Consequently, it is extremely difficudt provide useful feedback on the
impact of LED initiatives although Mangaung LocaluMcipality has shown some
progress in this regard. Local municipalities andsultants should be made aware of
this problem, and should be assisted in developimple, cost-effective economic
development indicators.
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5.3.7 Using procurement as a method for LED

It is generaly accepted that one of the mechanfemdeveloping the role of SMMEs
is to link them to a specific industry. In the &r8tate, three sectors have historically
dominated the economic environment, namely theipuwgactor, mining (Free State
Goldfields) and agriculture. One way to promoteDLEherefore, is to link local
economic development and SMMEs to public-sectorcym@ment systems. Marais
and Botes found that, although this does in facuncshortcomings exist in this
regard. Mangaung Local Municipality, and other goment agencies, could be more
sensitive to the need for local procurement. Aneesive procurement policy
document was released by the Mangaung Local Muwditypwith fairly detailed
delineations of the previously disadvantaged stafususinesses and the preferential
procurement points that such status would earre mativation for the policy is set
out mainly in terms of a preferential procuremeninpof view however and not from
a local economic development point of view. Itsdobe mentioned that Marais and
Botes identified this problem in the private seesmwell.

It is fairly easy to use service providers from &g and neglect the local providers.
Marais and Botes note conflicts about what thenitedn of a local business should
be. For instance, examples were cited of casesifgally in the printing industry,
where businesses only have administrative offioeBloemfontein, while the actual
printing takes place elsewhere. Altogether Maaaid Botes concluded there is room
for local preference in procurement. Local econodewelopment agencies ( both
public and private) should develop procurementgiedi with some understanding of
the role of these policies in LED promotion. Howegvthese policies should not
create the impression of a closed environment.thEBumore, the manner in which
some tenders are subdivided could also be consliderensure a larger degree of
SMME patrticipation.

Marais and Botes also identified conflict betweeef@rential procurement and LED
in Bloemfontein. All governmental institutions arequired to provide tenders
according to the Preferential Procurement Act. Ewav, in some cases allegations
were made of tenders being provided to companaas Gutside the region that have a
significant PDI status in their directorship, aspoped to local businesses without
such status. The study provided two interpretatiohthis situation. On the one
hand, there were those who said that it was contoathe drive for LED. On other
hand, there were those who argued that, tradilignakhite businesses in
Bloemfontein have been slow to transform and thatefore it is right that such
business should rather go to outside businessasPlit status.

5.3.8 Benefits of LED for disadvantaged communities

One of the major challenges of LED initiatives ist o focus only on economic

growth but to ensure that economic growth alsoddaddevelopment at a local level
(Khanya-mrc, 2001). With this in mind it is impant that a pro-poor LED approach,
as one of the LED approaches in an LED strategy.daal Municipalities, should be

considered.
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5.3.9 Emphasising the benefitsin various sectors of the economy

Although there are some LED strategies that fimd@petitive advantage in one area
of the economy, it seems that, in most cases, iatyaof efforts in various economic
sectors are needed. Marais and Botes conclude@dtential success in the city lies
in ensuring coherent efforts in various sectorstlid economy with effective
monitoring and evaluation systems.

5.3.10 Role of consultants

In many LED projects consultants are used, witlyivar levels of success. Maraas
al. identified the following with regard to consultanh LED projects:

 The majority of consultants were either engineerfilghs or town and
regional planning firms.

* Virtually no consultants with business managemexkgrounds were used.

* Consultants were mainly concerned with gettingtE® grant spent in order
to access the consultation-fee percentage, ratfen tnsuring that the
initiative became financially viable.

* The technical expertise of consultants in projebts required construction
phases was usually very good.

* Most local municipalities have not used the comsult effectively in order to
ensure that capacity is built.

5311 SMME development and entrepreneurial training

As in the case of the Free State Poverty Reliedt&gy, as well as the Free State
Development Plan, Maraist al. indicate that more attention should be given to
SMME support (see also Khanya-mrc, 2001).

Of course, the question arises as to who shouldigecand facilitate such support.
Most municipalities simply do not have the staffasist in this regard, and even in
cases where they do, the staff are not qualifiedptovide such a service.

Furthermore, the appointing of staff to performstBervice does not always bring
immediate income to the local municipality. It seethat this is not high on the
agenda of local municipalities in the Free Statigh(the exception of the Mangaung
Local Municipality). Marais and Botes also mentitat, in terms of both national

and international experience, the promotion oft@@dsSMMEs shows more success
than the creation of new ones.

United Nations Office for Project Services (UNORS)iated LED focuses on the
provision and facilitation of SMME funding (Le Roust al., 2002) while the
Department of Land Affairs makes the same prop{@3apartment of Land Affairs,
1999). Although the South African experience shthves this will not always result in
a larger degree of equity in business ownershipshituld be kept in mind in
developing SMME programmes. Additional mechanistos support SMMEs
according to the Department of Land Affairs (19869 the establishment of business
support centres and entrepreneurial training.
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5.3.12 Assisting local businesses to access finance and foreign markets

Ensuring preference for local business is one wakeeping money in a local area.
However, a way of ensuring that more money flows ian area is to induce local
businesses to access foreign markets. The Departofe Trade and Industry
promotes various opportunities in this regard tehould be channelled to local
business people with the aid of either an LED um& municipality, or chambers of
commerce. Finance for this is also of importancep@tment of Land Affairs,1999).

6. ANALYSIS OF THE INITIATIVES

In this section, details of the case-studies whictbceded the drafting of this
document are summarised. Syntheses and analysdseofindings follow in
subsequent sections. For purposes of streamlifagflow of the main document,
only short summaries of the various studies araildet here.

The localities investigated were: Bothaville, Clse Kroonstad, Free State
Goldfields, Qwa Qwa and Smithfield. Although theds was on specific towns or
areas, the roles of the municipalities in the newal municipal areas were not
neglected, although primary attention was devotegarticular towns and the LED
projects occurring within them. The towns are exadisequentially below.

6.1 BOTHAVILLE

Bothaville and Wesselsbron constitute the Nala Ndipality. Unemployment stands
at an estimated 48%. This has been aggravateddryguonomic performance in the
area.

Current LED Projects

In 2001, an LED forum was established and a supervior LED projects was
appointed by the Municipality. The forum only repeats Council and the taxi
industry, neither the black nor the white busiressors are represented.

The most successful project is ‘Pride of CommunityMonyakeng at Wesselsbron.
It consists of six sub-projects and runs a commuceintre and an orphanage. A key
feature of the project is a 100 ha. farm from wiiioh sale of sunflowers provides an
important source of income. Concerns however emigr available funds for
payments to beneficiaries. This indicates thatethe a degree of grant dependence
and the ultimate sustainability of the projectmisome doubt.

Other projects include a poultry project which Imas$ really made real progress; an
independent sewing project with sustainability cans; and a catering and juice
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project which seems to have some potential althaagiterns over short-term grant
dependence with the project have been raised. gotdong at Bothaville, projects
have achieved very little and officials are repdrte be uncertain about how these
projects are funded. Projects focus on farming agdculture. It is alleged that the
beneficiaries only earn R 100 pa., while on thenfanly 2 ha. out of nearly 760 ha.
appear to have been worked.

The Harvest festival run by local interests is sidgenerate over R 500 000 per
event. However it seems to be severely hamperethdypoor relationship which
exists between the municipality and the busines®ee

Municipal-business relations

The key impediment in the local area would seerbddhe breakdown in relations
between the Nala Municipality and the businessoseatrelationship characterised by
‘animosity, mistrust and mutual allegations of smai. The failure of the Municipality
to support local tourism promotion stands in cabflwith standard national practice.
The Municipality has also failed to support theyokéy event which could promote
significant development, namely the Harvest Daytifak Furthermore, the
Municipality has failed to maintain infrastructuiiéese are retrogressive steps which
must be retarding development.

Whilst the white business community clearly do aitseem to have accepted the
new political dispensation, the black business camity also found the municipality
inaccessible. There are legal and financial corcatrout the institution and it is
worrying to note that, in 2002, R600 000 was bueddbr legal fees and only R 200
000 for poverty relief.

Successes / Failures

The farming project at Wesselsbron appears to bape/ed reasonabe success, while
the Harvest festival event has considerable paertiost of the smaller projects
seem to have little potential to achieve sustaliyabor to transform the local
economy

Role of the Municipality

It was noted that Municipal officials see it asithexclusive preserve to create jobs
and there appears to be a poor understanding @ctthromic nature of LED. Such an
approach cannot lay a firm foundation for the asdature.

Role of Other Stakeholders

The business sector is keen to develop the towh,th®mi absence of a working
relationship with the Council (identified by botretblack and white business sectors)
is a key impediment.

Evaluation / Key Lessons
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The LED process cannot be described as a suceihsthe possible exception of
some of the activities at Wesselsbron. Key impedisieclude:

« The fact that most projects are not sustainabledmadot operate along
business lines.

« Antagonism between the municipality and the busingsctor while the
politicised nature of development is clearly a heapl.

« Concerns over municipal management of LED and #ieré to include
the business sector.

If the above are not addressed, it is highly umjikéhat the municipality will
experience any economic growth. Job losses, istrg@goverty and disinvestment
are almost inevitable. Urgent action and local ned@tion should be a priority.

6.2 CLARENS

Clarens is a very small north-eastern Free Statm,tevhich provides an excellent
example of how tourism can be used to drive LEDrimguEaster 2002, the town
received more than 30 000 visitors per day. The abthe municipality in this LED
success is a key question. This is all the moreonapit given the significance which
tourism has for South Africa as a new economiceatrifhe town’s economy has been
positively influenced by its attractive environmeartd proximity to Johannesburg.
For several years, it functioned as a base forL#sotho Highlands Water Project
tunnel. Clarens now forms part of the Dihlabengloounicipality.

Current LED Projects

Tourism-based development, driven by the privateoseout with initial support from
the former (not the present) local government was key LED driver. Natural
attractions and adventure sports have led to ttableshment of 10 restaurants, 16
galleries and 50 bed and breakfast establishmehishvoffer 1 000 beds in all. In
addition, the town is well marketed. Occupancysatethe B & Bs are up to 80% per
weekend. The economic transformation started with vision of a businessperson
who invested in the town in the 1980s and fromgtmwth experienced in the town’s
population and economy when the Lesotho tunnel fgisg built. The former
Clarens TLC provided positive support and leaderdbr tourism and improved
infrastructure to facilitate economic growth

Other Key Considerations

The process of LED is the result of private initiat and tourism opportunities
developed from the 1980s. A key challenge is howntmlve the disadvantaged
majority of local residents.

Successes / Failures

Private sector-driven tourism development succedmErhuse of available finance,

external involvement, practical vision, networkiagd initial municipal support.
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Unless municipal support is continued, and theaitite becomes more pro-poor, it is
unlikely that benefits will accrue to the previoudisadvantaged.

Role of the Municipality

In contrast to the former Clarens TLC, the new 8lleing Municipality has no
defined LED or tourism policy, and Clarens effeetiwhas no representation on the
Council. The Municipality has made minimal progresgh LED and has yet to
integrate LED into its operations. There appedradew realistic plans to assist black
business development or to promote pro-poor devedap.

Role of Other Stakeholders

The transformation has been business-driven anal small town this has clearly
transformed the economy. Until 2000, a businessaCibpartnership played a key
role. As this does not seem to have continueddéwelopment of Clarens may well
be unduly retarded in the future.

Evaluation / Key Lessons
The case study indicates that:

- Clear strategies and public-private partnersangsimportant to pursue

- External and private capital are critical for sess.

- Infrastructure development can assist econontctanrism development.

- Municipalities can contribute to small town reaiv

- Political stability and apolitical developmentogrammes are critical for
success.

- Local champions can play a key role.

- To extend benefits to the poor, greater and rfamesed effort will be needed.

- The new local governments must recognise andl@ewbvious assets with
economic potential — failure to do this is a majoncern at present.

6.3 K ROONSTAD

Kroonstad, with Steynsrus and Viljoenskroon, formpart of the Moghaka
Municipality. The area has experienced worrying josses in almost all economic
sectors in recent years, with the most alarming dir@ing in mining. Unemployment
is estimated to be around 40%.

Current LED Projects
Limited projects exist on the ground and include grovision of hawker stands,
attempts to reuse the vandalised show-groundsnpiiseto start using commonage

land, and various small or collapsed poultry amgpgedjects.

Other Key Considerations
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There are rumours of corruption in the Municipaéityd the Scorpions are reported to
have been involved in investigating this. Politicafighting in the council would
seem to be delaying progress.

Successes / Failures
It seems that there has been no real progressi@mvaments in terms of LED.
Role of the Municipality

The Municipality is doing very little in terms ofHD and a clear gap exists between
the business-orientated IDP and local understanafihgD. Funding, staff shortages,
political in-fighting and allegations of corruptiohave negatively affected the
Municipality and local development prospects. Sampgly, LED falls under the
Community Services department and officials poiot financial constraints as
accounting for the limited impact of LED. Tourismpparently receives no municipal
support.

Role of Other Stakeholders
The business sector claims that it is rarely caaduhbout economic activities
Evaluation / Key Lessons

Kroonstad typifies the problem of having sophidgechlDPs drawn up which do not
match local capacity and reality. LED cannot bel gai be taken seriously and the
case reveals the challenges of:

« inadequate staffing and training

« lack of funds

+ political in-fighting

« failure to collaborate with the business sectorough genuine

partnerships.

6.4 FREE STATE GOLDFIELDS

The Free State Goldfields fall within the MatjhageMunicipality comprising
Welkom. Virginia and surrounding towns. In the pdke area depended heavily on
gold mining and it has been severely affected leydécline in that industry. Up to
100 000 jobs have been lost, making the area otleqdrovince’s crisis zones.

Current LED Projects
To the credit of the area, the FGF (Free State fiatdd Development Centre) was
established in the early 1990s to try and rescadadtal economy and to drive LED.
A sophisticated IDP was drawn up which identifidee theed to encourage new
economic sectors, and to encourage SMMESs, partpsrsimd training. Key current
strategies include:

« trying to make the area a distribution hub
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« support for the agriculture sector (and paprikgqats in particular)

 training and support

« gold jewelry

« tourism

« the Phakisa race track, which has had a positiyaanon the local economy
of up to R 300-million in the last three years. ®Brtainty does however exist
about the sustainability of the project.

Other Key Considerations

There are mounting tensions reported between Mamgdas the seat of the
provincial government) and the Municipality of M@jpeng over the location of a
transport and cargo airport and support for thekBharace track. This conflict is
counter-productive and can only aggravate povemyg anemployment. Local
competition like this should be avoided at all sosh addition, links between the
Municipality and business could be improved, evemugh Matjhabeng’'s
relationships with the business sector are betban tin some of the smaller
municipalities.

Successes / Failures

Key successes include the gold jewelry programarenihg support and the Phakisa
race—track. Pro-poor projects and SMME support seehave been slower to get off
the ground.

Role of the Municipality

The FGF, which has the support of the Municipalglgys a key coordinating role
locally. Funding and staff shortages at the muaity are key limitations.
Politicisation of development and the tensions leetweconomic growth versus pro-
poor options appear to have slowed progress.

Role of Other Stakeholders

Various stakeholders, including NAFCOC and the WeikChamber of Commerce,
clearly are alive to developments in the area. $¥hilews on what should be done
vary from big to micro-business approaches, themgear to be reasonably good
working relationships in the town. In this situatiche FGF seems to form a key
bridge. Greater evidence of partnership formatmmchieve development would be
ideal.

Evaluation / Key Lessons
Key lessons include:
« The potential of business-orientated projects &edieed to work with the

market.
« The need to adopt a defined, assertive resporespt@mmic crises.
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+ The need to put a defined LED institution and Depetental Agency in
place.

« The difficulties of implementing pro-poor projects.

« The dangers of rivalry between centres competingdarce resources.

6.5 QwaQwA

Qwa Qwa is one of the poorest parts of South AfriClae area was an apartheid
homeland and dumping ground for people. Until 198de of the few economic
interventions of any note was the artificial suggor industrial development in the
area. Reductions in industrial and administrativapleyment since 1994 have
significantly affected the area, creating a ‘poyepbcket’. The Maluti-a-Phofung
municipality now administers the area and cleadgets enormous challenges. The
population exceeds 300 000. Other role-players ate ninclude the Free State
Development Corporation and the provincial govemime

Current LED Projects

LED is mentioned in the IDP and includes issueh agtourism, mining, agriculture
and small business development. By 2003, only 4%nefsaged LED projects were
reported as having been completed and 45% had dteeled. Though not pursuing
LED specifically, the Free State Development Coapion has taken over the old
industrial sites with some degree of success asetlaeas still continue with
reasonably high rates of industrial occupancy. S8omanagement and low costs
appear to be reasons for the survival of the imglsistates.

The area is a priority area for development in Hree State. The provincial

government has supported the area through prajectirfg, decentralising services
and the allocation of rural development funds. Theult has been significant

investment in infrastructure, housing and poveeief projects. To date, some R12-
million has been invested by the Departments ofcdure and Social Development
in 81 poverty relief projects, with sewing and makbeing the most common projects
supported. Lack of training and economic skillstbe part of the implementers has
apparently been a constraint.

There is one LED Fund project, a dairy, but poomitipal management seems to
have impeded success.

The presence of the Golden Gate National Park dghs$ol the creation of some 400
jobs while Working for Water has employed about pé@0ple.

Successes / Failures

Reportedly all serving to retard LED are: lack staff and funds; poor economic
understanding; problematic land ownership issuagjreé to incorporate LED within

broader municipal policies; and the sidelining @frksmith which has LED potential.
Constraints experienced by industry include thetdichlinks with the small business
sector, industrial competition, and the lack oégration with the local municipality
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The government projects are noteworthy, but lovlsslavels, capacity constraints on
the government side and poor integration of prgjese cause for concern. In the
industrial areas, firms are vulnerable to globalresmic changes.

In terms of rural development, physical and heaitfiastructure has improved
significantly but there has apparently been Ipirlegress with the economic projects.

Role of the Municipality

Though the Municipality is well intentioned, progsehas been impeded by staff and
capacity constraints, poor project management, thedabsence of evaluation and
monitoring.

Role of Other Stakeholders

Government and the Free State Development Corpardtave played a key role.
However their projects, while critical, raise quess of long-term sustainability. In
addition, the failure to generate many economigegts is a cause for concern as is
the short-term nature of many of the governmemrugntions.

Evaluation / Key Lessons

The area has received significant external suppdrich it clearly requires. What the
area shows in terms of LED is:

« The limited capacity of local government to lead amanage projects.

« The risk of grant dependence and the limited soaghbdlity of externally-
driven government projects.

« The role which the Free State Development Corpmmatan play, albeit
that the industrial areas exist somewhat artifigiahd are vulnerable to
market forces.

6.6 SMITHFIELD

Smithfield, together with Rouxville and Zastron, nettute the Mohokare
Municipality. Smithfield has enjoyed remarkable LEDccess in the last few years,
as reflected in the improvement in the local ecoypofie economic revival centres
around tourism, community-based enterprises antlfusliyi exploiting the town’s
strategic location potential - it being on the mamute to the Eastern Cape from
Gauteng. Unfortunately, the initiatives appear éodnly private sector- and NGO-
driven. The Municipality has, reportedly, madelditif any contribution to LED in
the town.

Current LED Projects
In common with projects around the world, LED iniBreld started when external
people saw the potential in the town and begansting in guest houses. Another

investor opened a small pottery. The latter is \g&rgcessful and produce is exported
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to Europe. A recently opened weaving business wrackeived DTl and Free State
Development Corporation support is also tapping imternational markets. The
latter project will be expanded to other towns e tregion. An addition project
which has received government support is a commutiist which runs a

delicatessen. These projects seem to have gethevatieover 100 permanent jobs.

A key initiative is the KwaSizabantu Mission (KSMyhich is a non-profit
organization. It generates its own funds throwjassof produce and food to national
market chains and SAA. They run a bakery, fast-$oodtlet and a poultry business
on commercial lines, and have created an AIDS ahednd a school. Thirty
permanent jobs have been created without any eattkrnding — truly a testimony to
the success of well-motivated and well-managed nagsi and socially-focused
development, and the key role which church-basegqis can play.

Spin-offs from these projects include a local baddboom. Future plans include a
golf course, equestrian centre, hiking and cycliags.

Other Key Considerations

The research undertaken suggests that there hams rbemarkable private sector
success. However, it has been noted in the rdsdhat ‘the Municipality and
business sector inhabit different universes’. Apgles by the private sector and
ratepayers to the Municipality have, allegedly,rb@mored. Business people — black
and white — were unaware that there was meant tarbdED officer in the
Municipality and they all found dealing with the Nigipality to be unhelpful.
Significant deterioration in services and infrastwe in the town has been noted and
the Municipality is regarded by many residentsafigbility and an embarrassment’.
At the time of the research, the Municipality hagparently discontinued its
telephone connection in order to save money. @abethat the Municipality’s head
office is in Zastron does not help the situation.

The Department of Transport withdrew its supportdglanned Truck Stop near the
town following irreconcilable differences at thedd political level.

Successes / Failures

Significant success appears to have been achieyedebprivate and church-based
projects in the town which have generated signiticaumbers of permanent jobs,
generating economic growth and local pride.

The local Municipality appears to have negativehpacted on development through
its actions, particularly with respect to water @ypwhich have, allegedly, attracted
negative media and political attention.

Role of the Municipality

The municipality’s understanding of LED is clealimited and it is reported that it
sees LED as being restricted to applying the LEDRd-T here is an LED official who
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is doing his best, but without funds, a vehiclesopport, there is little he can achieve.
It would seem that little has been done in respomske IDP goals.

The local government has minimal, if any knowledgfethe independent LED
projects in the town and certainly has no involvameith them, despite their
noteworthy successes.

Role of Other Stakeholders

Businesses, both black and white, share rathertimeggentiments about the
Municipality and its capacity to implement LED atitere is a perception that the
biggest handicap to development is in fact the dipality.

Evaluation / Key Lessons

Smithfield is both an inspiring and a sad tale &DL Inspiring, because of the
success achieved by the tourism, business, conmynantl church projects; and
depressing because of the apparent of suppornant/ement by the Municipality in
that success. Key lessons include:

« the significant successes which well motivatedrugation-free community
and church projects can achieve.

« The important role which tourism and private sechoven projects play.

« The importance of external investors, vision aratdérship in economic
change.

« The positive role played by central government dahd Free State
Development Corporation.

« The fact that local government can be a real batoiglevelopment. One
can only speculate how much the town would be sding if the
Municipality had engaged more fully in the develagmprocess.

« Direct provincial and national government intervent support, funding
and facilitation will be needed if many municipa# stand any chance of
living up to their ‘developmental local governmentandate.

6.7 SYNTHESIS

Having examined the detailed case-studies, attem@w turns to an integration of
the key findings from the cases, with a view tovgatikde identification of common
themes — both positive and negative.

Background Conditions
In almost all the cases examined, the local econismgxperiencing decline, either
from loss of mining or changes in the agricultisattor. Without exception, these

downward trends are leading to job loss and therativémpoverishment of the
residents of these localities.
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In cases where there is an alternate resourceomoatc orientation, such as tourism
potential in Clarens, there appears to be scopget@lop alternate economic and
employment foci.

LED Initiatives

Whilst there is widespread recognition of the neegromote LED and it features in
all IDPs, there appears to be an unfortunate mdmiagen what is in the IDPs and
the resources and ability to respond positivelytloa ground. Many municipalities
correctly identify the need to have pro-poor sgyae as a key objective, but clearly
fail to recognise that LED is an economic actiatyd not a welfare intervention. This
problem, and the associated failure to work wita tharket, and in many cases a
reluctance to involve or even interact with theibass community - both black and
white -is a recipe for failure. The outright hasyibetween these two sectors in many
towns will destroy the local economy, and urgernerdton and interventions are
required to inculcate a true understanding of WD is. As international evidence
shows, it can only succeed through the operatiopaotnerships between ALL key
stakeholders.

It is indeed noteworthy that with the exception tbé Majhabeng case (in the
Goldfields), all local government initiatives appea have either failed or achieved
minimal results. The most successful initiative® dhose in which the local

government has little if any involvement, e.g. tenr in Clarens and Smithfield. The
most successful pro-poor initiative is that runaébghurch in Smithfield, in which no

government agency participates. The success déttee can be attributed to a variety
of factors, the most important being the local daton of selfless leaders, the fact
that it is apolitical, and thus avoids the squasklaled allegation of corruption which
have been noted with many local governments. ihdeed tragic that the business
sector in many of these towns appears to be opgratiisolation. When a golden

opportunity presents itself, such as the Harvest &debrations in Bothaville, local

government and business do not see eye to eyehwhimately is to the detriment of

the town. This is in contrast to highly successhusiness-local government
partnerships such as the Grahamstown Festival, emier town earns millions of

rands every year, partly because the partnersimuisally rewarding.

The Role of Local Government

It is indeed unfortunate that local government seembe failing in its LED mandate.

As the research reports indicate, there are ofteimd strategies in the IDPs, but on
the ground, severe capacity and financial congsa@nd the apparent failure to really
understand what LED is are not only ensuring tleaetpment is not occurring, but
also that communities are being marginalised amsthbss investment is deterred. It is
apparent that weak municipalities can be a realdvaio development, scaring away
investment and often failing to maintain even bdswels of services. Failure to play
an effective leadership role, to interact with ledly local role-players, and frequent
allegations of corruption and local political dises, are a serious impediment to
development. Quite clearly, many local governmdatk the capacity and the ability

to embark on ‘developmental local government’. lmsincases, ambitious and
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probably appropriate IDPs were drawn up, but therdittle evidence that even
minimal progress has been made in meeting econgoaés and the capacity and
resources are clearly not available.

DPLG and local government projects have almostfaled, as the secondary
literature indicates. The key reasons would appeabe their support for non-
sustainable, grant-dependent projects, developedoorly designed and seemingly
impractical business plans, and managed by of§iaiath little if any time to manage
the projects, and who would seldom appear to hawaanics training. This situation
and the results of the LED Fund review must sugtiest a radical shake-up of the
system is required.

Although it is difficult to substantiate, it woulthpear that the local government LED
projects in the Goldfields possess remarkable piadlerHowever, it would seem that
political processes — at the local level and pdasilyalry with Mangaung - have
impeded progress. The FGF is probably one of thet mwtivated, dynamic and
resourceful LED Units in the country. It is tragltat their critical role in trying to
save the Goldfields from the appalling crisis iniethit finds itself is more hampered
by politics than anything else. Its strategies appconomically sound and are the
only local government ones identified in the surwdych seem to have the ability to
go beyond poverty relief and small-scale job cosgtio actually attain the level of
economic revival. If anything, the FGF must be surpgd, the development process
must be de-politicised and other local governmamtthe Free State can learn from
the goals, strategies and planning of the orgaaisat

LED Projects

The most successful projects are those which arekemeelated and generally
initiated by the private sector (or the church mithfield and the Municipality in the
Goldfields). Tourism and various business operatiosome of which have
international linkages, are clearly the most susfcgs Small-scale poverty relief
projects which local governments tend to be inwlve, seldom appear to be
sustainable, seldom have sound business plans)oarmarket-related, and seldom
become sustainable, and therefore remain grantadepé Shortage of funds,
leadership, and the failure to recognise the ingyme of partnerships are key
impediments.

Current Barriers
Current barriers are numerous. The most apparent a

« Economic decline, which in many cases currentlyeapp irreversible,
particularly in former mining areas.

+ The failure of local government to live up to itdevelopmental local
government’ mandate or their own IDPs.

« The failure of local municipalities to think andtano an economically
rational way, or to apply viable LED, or even engawith local
stakeholders who could make a difference (the dxmepis the
Matjhabeng Municipality).
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» Critical capacity constraints, funding shortagesal political disputes and
allegations of corruption retard development ametrevestment.

« LED Fund and poverty relief projects tend to leadshort-term gains,
grant dependence and a failure to become sustainabl

What is Working?
The most successful initiatives have the followiegtures:

« They have often been driven by external, privattosdeaders.

+ National or Free State Development Corporation stuppas been
important

« They tap into tourism or the international market

« Private sector projects or those which are marksed), and which are
aligned with the market, are almost without exaapsustainable.

« They operate through partnerships and seek to cangmverty relief with
economic growth, whereby the former is the restithe latter.

« Sadly, successful LED seems to be taking placeite f, not because of
local government (with the exception of the Goltifsecase).

7. EVALUATION AND CONCLUSIONS

Based on the findings of the desk-top researchlandase-studies investigated, the
key questions posed at the outset of the investigatan now be responded to.

1. How successful are local governments in impleémeheir new mandate and
should they be the main drivers ?

As the evidence suggests, local governments alegfdo live up to their mandate.
Projects seldom become sustainable and local gowarnhdoes not appear to be
forging meaningful partnerships with local stakeleo$ to revitalise local economies.
The exceptions appear to be the Goldfields, antiee@ndeavours by the former
Clarens TLC which clearly facilitated economic depenent, a trend no longer
practised by any of the smaller municipalities stigated.

2. How widespread is non-local government-led LER avho are the key
divers?

Based on the cases examined, the private sectothentlGO or Church sector is
active, although their actions are not widespr@ambre is a very real sense that they
are engaged in more sustainable projects than ¢msedrnments are and that, though
limited, they are starting to yield meaningful rksuThe creation of well over 100
jobs in Smithfield points to some of the most sssf@ developments in the province
and almost without exception these projects havilmke to government.
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3. What are the roles of the different levels ofegoment and where in local
government should LED be driven from ?

While national government’s role should be to pdevoverall guidance, direction,
policy support and funding, it also needs to ensha¢ the projects which it supports
are viable and sustainable. Provincial governmeastankey role to ensure that weak
municipalities are supported and encouraged tostaggor communities and to
embark on viable projects. In this regard, a dedtgrovincial facilitation unit is
essential.

Local government must ensure that its staff arejaakely trained, that partnerships
are striven for at all costs with local stakeho$dethat funds are accessed and
investment sought and that the process avoids pelitical or personal squabbles.

LED should, ideally, be driven from the office dfet Municipal Manager, or a

dedicated municipal department, BUT it should weénkough a multi-stakeholder

forum.

4. Are there discernible spatial and sectoral trema LED’s incidence?

It would be difficult to argue that there are déénspatial trends, although it is
apparent that the better resourced and staffeds,asech as the Goldfields and
Clarens, have done reasonably well. In parallebrgo areas, such as QwaQwa,
remain grant-dependent and poverty-stricken andldbal economy relies on the
continuance of artificial state intervention i.@ntnued use of old, cheap Regional
Industrial Development properties.

In terms of sectoral issues, trends are clearemingiand, to a degree agriculture are
in decline. By contrast, some of the greatest ssa&s have been secured with
tourism, whilst SMME development has enjoyed somédd success.

5. What factors help to catalyse the emergencdcdf

One is conscious that in many cases where LED &as Initiated it is simply seen as
being a local government mandate. Such a cataysardly likely to drive the LED
process indefinitely, and associated projects tenbe grant-dependent with limited
prospects of sustainability. In places such agxbklfields, the crisis caused by mine
closure was a far more dramatic and compellingo®as drive and sustain an LED
process. In other locations, identification of netdble resources with business
potential has driven the process e.g. tourism dgveént in Clarens and Smithfield.
A final catalyst seems to be that of very real poyesuch as in Smithfield, where an
apolitical, well-motivated Church organisation lmasponded with what seems to be
considerable success to the situation.

6. What evidence is there of partnership formatammd what are the ideal
combinations of partners?
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The formation of partnerships in Free State tovensadly lacking in most centres,
and government and local government need to leam the positive experiences and
success of KwaZulu-Natal, Western and Eastern Gaqok Gauteng. Partnerships,
internationally, are seen as integral to LED sitloe critical combination is one of

municipal administrative, legal and infrastructuskills; entrepreneurial skills and

finance from the private sector; and participatiand collaboration from the

community and NGO sectors. The effective collapsagialogue between stakeholders
in some of the Free State towns does not bode faelthe future. In the smaller

centers, there are only a limited number of stakidrs, all of whom need to be

involved in the process. Failure to do this wouékmm to be causing accelerated
economic and infrastructural decline and risingguox

6. What are the key management, institutional, @articipation considerations?

It is apparent that projects need to be well-madage properly trained staff with
appropriate economics and business skills. LEDsunged to be well-funded, and
need to work with all key stakeholders. There &adly a need to institutionalise the
process in terms of a provincial LED unit and leleafel units which work through
forums composed of key local level stakeholders.

7. How do projects fare after they no longer reeeimitial grant funding or
circumstances alter? Do projects and programmesehthe potential to
become sustainable?

Unfortunately, it would seem that many of the pctgewhich have been initiated are
grant-dependent and cannot stand on their own. rEfliscts poor project selection,
poor training and guidance, and the failure to doppr market research. The most
sustainable projects are those which have respotwedal market niches such as
tourism, or are led by groups which have the rigktls and focus, such as the
Smithfield Church project.

8. What initiatives are the most effective in tewhs range of considerations -
employment creation, economic transformation aost-effectiveness?

There are, unfortunately, only a limited number wéll-established, successful

projects. Those which would seem to show the gseat@mise either revolve around

tourism, or the refocusing of a local economy, sashin the Goldfields. These are

also the ones which seem have created, or hayeotkatial to create, permanent jobs
and operate along business lines. Many projects aschicken co-operatives etc. do
not appear to be sustainable because of their soalke nature, grant dependence,
limited or inappropriate support from local govelent failure to really penetrate the

market, and skills limitations.

9. What are the key difficulties experienced whid implementation of LED and
why does it sometimes fail to not even get ofgtband?
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As stated above, key difficulties relate to poaffsskills, lack of funds, absence of
partnerships, allegations of corruption, polititisa of development, the initiation of
non-viable projects, failure of weak municipalitiée understand or engage in
economic processes, and the absence of effectrireepships.

10.  What needs to be done in the future to supphorti and facilitate LED? What
goals are realistic to pursue? What blockages thexe and how can they be
addressed?

Addressing the difficulties will require effectigupport, funding and leadership from
Provincial Government and para-statal organizatiohswill also require the
realization that petty local-level squabbles areesgly impacting on the towns and
their future and that local people need to be cdtachito any LED project.
Economically viable goals, based on using locabweses and viable strategies, must
be striven for. Economic growth and poverty rehetd to go hand in hand, as they
cannot be seen as separate entities.

11. To what degree are LED principles institutiaeetl within the daily
management of municipalities. e.g. are there wagnights when Councils
take decisions which do not link with the prinegpbf LED.

It would be difficult to argue that LED is a regliin the daily management of
municipalities in terms of issues such as localcprement and daily decision-
making. The only possible exception might be thHahe Goldfields. The principle of
‘warning lights’ was not apparent, even thougHetdy should be. This situation also
reflects on what is a seeming mismatch betweeilDRs and local realities in several
municipal areas.

12.  To what degree do the spin-offs of succes&Dl interventions reach the
people previously disadvantaged?

Given the small-scale nature of many projects, thedfact that some projects have

not really started, it would be difficult to argubat those most in need have

experienced significant changes. Whatever benafésconferred tend to be short-

term, and dissipate when grant funding ceases.

13. What are effective mechanisms to measure tbacinof an LED strategy?

It would seem that, with the exception of provih@ad national studies with respect

to LED, that local-level monitoring and assessm&nbt well established and clearly
should be.

Conclusion
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LED in the Free State is clearly not living up tpectations. Many projects have
failed to create the envisaged numbers of jobs bedefits, debilitating local
constraints are impeding progress, and povertyuaednployment is probably getting
worse. This reality calls for urgent and dedicatetion to ensure that LED is more
effective on the ground.

In parallel with national trends, LED is indeedrgeimotivated by economic decline
and job losses in the Free State. Most strategiesupd by municipalities parallel
those of other local authorities, namely a focusporerty relief, public works and
infrastructure. Success has been limited and sin#daff and resource shortages are
blamed for the situation. The unfortunate reaktyhat local failures, and inadequate
external support, are ‘decentralising poverty’ ascmeyer (1999:3) has identified.
On the ground, LED is poorly understood and thesidjgnce of views held by DTI
and DPLG has not helped matters. The experienctheofFree State matches the
difficulties identified by DPLG nationally (Nel anRogerson, 2004), namely that
there is limited use made of partnerships, munitips often do not fully understand
what LED is or have the capacity to apply it. Qthationally- identified difficulties,
such as the failure to involve all stakeholders, ltmited successes achieved and the
poorly developed business nature of projects, Wralso barriers to success in the
province.

Based on national and provincial findings and thseestudies detailed here, a series
of key recommendations to try and enhance the d@gpaad potential of LED can be
identified.

8. RECOMMENDATIONS

The Free State does not appear to be able to bbasmajor LED success story in
which an entire local economy has been succesdiahsformed. While Smithfield
and Clarens are inspiring at the micro-level, ahd Goldfields has tremendous
potential, if one wants to look for role models,eonould need to look beyond the
provincial borders to towns like Stilbaai, Utreelntd Stutterheim and cities like Cape
Town and Johannesburg. LED in the Free State & state of crisis in its current
form and operational structure. The various govemrsupported LED projects have
not generated adequate numbers of jobs, and vergffeghose are actually permanent
in nature.

If government is committed to supporting LED, radimtervention will be required.
Such intervention is needed to overcome the numnsetdackages identified in
previous sections and to capitalise on the strengilentified. Key in such an
intervention should be:

a) Provincial role

1. Develop a well-trained, committed, well-resourcpdrmanent provincial LED
facilitation unit which has the funds and staffsiqpport weak municipalities to
design, fund and implement appropriate LED intetiess. Such a unit should
be trained, and be supported by, a professionakldpment agency or
universities.
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b)

d)

National and provincial government can assist thhoproper market research,
identifying national and international market opgpaities, offering relevant and
practical advice, and developing appropriate poklod realistic guidelines.
Government should also promote best-practices, i@sbl findings, and
encourage monitoring, evaluation and assessmedéetéomine future action.

Interdepartmental and intersectoral co-operation

LED must be seen as being more than just a linetifium It needs support from
all branches of government. In addition, at thevpraal level, LED should
overlap, as closely as possible, with the objestivéf the Free State
Development Plan.

Conceptual clarity

A working definition of LED needs to be developetieh can offer meaningful
guidelines to municipalities. Such a definition sllbcombine the strengths of
the DTl and DPLG perspectives and stress the neetrive for both poverty
relief and sustainable economic development.

Municipal capacity

All local municipalities should have a dedicatedD E&fficial, who reports to the
provincial unit. Such officials should be obliged tundergo economic and
development training (ideally the new SETA LED cm®)c Only officials who

have some practical business experience shouldpmerded.

Municipalities need to be more entrepreneurial lino& their actions. LED
thinking and goals must pervade all aspects of onpali activity. In addition,
municipalities must operate more effectively inusibess-like manner, deliver
guality services, encourage investment and work alitkey local stakeholders.

Municipalities need to pursue more practical IDRswhich LED features
prominently, and is pursued with vigour. Municipak need to be realistic
about their needs, capacity and ability. BettdPdDvill require better in-house
planners, as well as better-chosen consultants.

Develop and support a local ‘learning centre’ . ¢thg FGF, which officials
from other municipalities can visit and learn froAllied to this would be the
need for study tours to identified LED successissor

Implement and utilise continual monitoring and asseent techniques to

identify successes and blockages with strategie$ tanrespond to such
considerations.
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10. Try to de-politicise development, and also reduppantunities for corruption

11.

12.

13.

14.

15.

f)

16.

17.

18.

through proper reporting systems and the settingamgdropriate standards.
Ensuring that local authorities and LED agenciesamcountable and corruption
free is essential.

Local networking and economic stimulation

Require all local municipalities to start liaisingith their local business
chambers for the greater good of local citizenhSeollaboration should be
extended to all key stakeholder groups which haomemic and development
interests at heart. Church and NGO organisaticiesn dfave a key role to play in
this regard. Local reconciliation needs to be soulgappropriate and conflicts
have to be addressed. Establishing local-levelnfisrand perhaps even LED
agencies or Section 21 Development Corporationsh(as in the Goldfields) is
a viable route to take. Communities and projecteberaries need to be
intimately involved at all stages of project desagr implementation.

By the same token, non-local government- led LEDintae encouraged as far
as possible. Local government must create and penam environment

conducive to investment and business developméntmust provide the

necessary infrastructure and support, particulémlybodies such as tourism
agencies. Information provision and research byldkcal municipality is an

important aspect of local development.

Local leaders and champions need to be supportedrasouraged.

Work with market forces through provincial interaat with national chambers
of business and international delegations.

SMME development needs to be encouraged, as ddesostracting, local
procurement and most important of all, the provisstd SMME support staff
and Business Service Centres as argued for in the State Poverty Relief
Strategy.

Effective project management
Projects must be based on sound business prin@ptesitilise effective market
research. Government grant funding needs to behs@mngl made available only

if projects conform to these criteria.

Projects need to also take cognisance of globah@uo@ realities and access
such markets as far as is possible.

As far as possible, projects must encourage the@ukeal labour and effective
local procurement.
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19. Projects need to have poverty relief as a primargl,gbut recognise that this
may often best be achieved through support for #&brrbusiness and
economically competitive projects.

20. Wealth-generating projects need to be accorded nmeninence than
infrastructural delivery ones, and it is essertbapursue projects which aim at
sustainability and economic diversification.

Provincial government clearly needs to take a kdg in this process given the very
real incapacities which exist at the local levetl ahe need for external direction,
guidance, support and facilitation.
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