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INTRODUCTION

Developmental local government is a dynamic way in which local councils need to work together with local communities to find sustainable ways to meet their needs and improve the quality of their lives.  The aim of developmental local government is that municipalities throughout the country should address the diverse needs of all residents.  This paradigm shift for local government requires that the integrated development planning process be carried out in order to create maximum synergy between role players at the local level. 

Planning for LED within the municipal IDP, (identifying the role of the municipality in co-coordinating and facilitating the role of other stakeholders in promoting economic development), requires in-house LED capacity.

A vehicle like an Economic Development Unit (EDU) is seen as necessary. The overall objective of the unit at this level is INTEGRATION, through effective cooperation & coordination, to achieve local economic development.

PROBLEM STATEMENT

It is at local level where development is most urgently needed.  The National Governments GEAR strategy has been successful in promoting exports and the expansion of high-tech industries, but the expected “trickle-down effect” has as yet not reached grassroots level.

It is therefore the huge challenge of newly established local authorities and newly elected councilors, to promote, guide and facilitate the implementation of local development.  

Chapter 7, Section 153 of the Constitution outlines the developmental duties of a local authority and represents a new dispensation for municipal functions. As one of its primary functions, it requires the municipality to promote local economic development (LED) for its region.

It is this new competence of local government where difficulties have been identified.

Prior to 2000, local authorities were essentially responsible for infrastructure development and land-use planning functions. Municipalities did not have LED as a core competence, and as such, no functional allocation was linked to LED.

The integrated development planning (IDP) process highlights this lack of capacity for LED. 

Through the IDP process the following shortcomings have been identified:

· The make-up of the municipal structure does not reflect provision of appropriate institutional arrangements, human resource and financial capacity for LED.

· The quality of formulation and identification of projects is weak.

· Municipalities have linked budget to needs and wish lists, as apposed to clearly identified programmes and projects. In most cases, the financial investment (budget) they have linked to these needs, is funding they still intend to leverage. The problem arises that, external sources of funding are expected to commit, based on inaccurate and inadequate information.

      External funders are accountable for the funds they manage and so would have to have strong motivation in support of projects. 

FRAMEWORK FOR LED IN LOCAL GOVERNMENT

LED is an outcome that is delivered through a variety of processes. These processes use policies, resources and vehicles to achieve local economic development. Within the context of globalization, LED initiatives are directed at poverty alleviation and growth of the regional economy, as well as, community empowerment and redistribution.

The Integrated Development Planning (IDP) of local government is one of the processes that use policies and resources to work towards LED. 

Integrated development planning is a process through which municipalities develop a plan for the short, medium and long term. The process will deliver the (IDP) plan for a specific region. The final IDP will be the strategic planning instrument, which guides and informs all planning, budgeting, management and decision made in a municipality. It intends that implementation of programmes and projects for development, is directed by the IDP.

The IDP process through its phases, will address the formulation of:

· Vision for a specific region; 

· Development strategies for a specific region;

· Development objectives to realise objectives in line with the vision;

· Project identification as a result of the development strategies.

Municipalities are currently finalising their IDPs which should inform them how to:

· make more effective use of scarce resources;

· speed up service delivery;

· attract additional funds;

· promote local economic development of their region

·  engage in intergovernmental coordination through a system of communication and coordination

           between spheres of government.

· how to strengthen democracy and institutional transformation;

· overcome the apartheid legacy and planning.

The IDP process has, to date, indicated the lack of understanding and capacity within local authorities, to deal with LED issues and responsibility.

It is therefore recommended that we attempt to address this problem by providing support to LG by assisting them with their economic responsibility. (KPA 2 – Business Plan)

Key to the successful rollout and implementation of the integrated planning approach is the level of cooperation, coordination and integration between the spheres of government.

THE ESTABLISHMENT OF ECONOMIC DEVELOPMENT UNITS (EDU’s)

The recommendations made should be viewed as suggested guidelines, and is intended to assist and inform local authorities in the establishment of a local economic development structure. 

WHAT?

Through the process of integrated development planning, our directorate has identified the need for a dedicated unit, within a municipality, that would be responsible for, or assisting in, addressing local economic development of a region.

The creation of an Economic Development Unit (EDU) is therefore recommended. The establishment and support of such a structure would provide a municipality with a recognized, trained, and focused team responsible LED.  
WHY?

There is a need for a definite structure that would address the following needs of the region:

1. Maintain economic baseline information of their region (municipal boundary area).

2. Maintain awareness of any economic opportunities or threats that may affect their region.

3. Be aware of any existing or new state law, policy, legislation, investments, etc

4. Be a contact or point of reference between the local region (municipality, civil society and the community), and the rest of the economic environment in which it operates.

5. Interact with provincial and national government and agencies, as a link in integration of activities.

6. Be a point of reference for the community on access to information 

7. Inform council and officials of the economic development issues, concerns, needs and proposals that arise from both the internal and external environment, of the region.

WHERE?

Legislation requires that the District Level IDPs should reflect:

“The plans and planning requirements binding on the district and local municipalities;

 the identified matters that must be included in the district and local IDPs that require alignment; 

and, the principles to be applied and the approach to be adopted in respect of these matters and, procedures for consultation between the district and local municipalities”.

The IDP process furthermore proposes that the district level will be the forum where inter-local co-ordination between local municipalities and provincial/national sector departments will have to take place. 

In line with the provision of the IDP Guide Pack, Guide 1, p35 it is the recommendation of this directorate that the unit be established within the District Council Municipality as a starting point
.

GUIDELINES FOR THE STRUCTURE OF THE EDUs 

Within the municipal mandate, planning and implementation towards LED, requires in-house LED capacity. There would be a need to identifying the role of the municipality in coordinating and facilitating the role of other stakeholders in promoting economic development. 

It is important to remember that LED is a long-term process, and this implies that the unit responsible for coordinating LED must be designed in a way that ensures sustainability, consistency and stability over an extended period of time. In addition, the nature of the institutional arrangement would depend on the needs and constraints of the communities, the spatial development required, and the resources available.

DISTRICT COUNCIL LEVEL

LED in a district municipality needs an appropriate municipal strategy that pursues effective development with limited resources.

1. The SCOPE OF WORK:

· Information 

· Coordination: (A Coordinator of: Research, Information, Contacts/ Networks)

2. There would be 4 AREAS OF FOCUS
(a) Programme Level

(b) Project level

(c) Research 

(d) Access to Information

3. FUNCTION

(a) Programme Level

· At programme level, the unit would be required to take responsibility for the co-ordination and management of the region’s LED programme as a whole. 

· The identification and mobilisation of resources necessary for the planning and implementation of the LED programme.

· To co-ordinate the implementation of municipal economic activities in a manner that maximises economic development

· The ability to mobilise access to the necessary human, physical, financial and information resources to achieve economic development. 

· Information base of relevant programmes and initiatives in the region.
· To manage the implementation of LED strategies within the municipal IDP. 

· To co-ordinate the municipalities’ LED activities with those of other stakeholders within the region.

· To co-ordinate the municipal LED activities with those of other spheres of government

· Inform and/or manage the LED budget (along with the financial or municipal manager).

· Inform council and officials of the economic development issues, concerns, needs and proposals that arise from both the internal and external environment, of the region.

What is required,

· A strong programme manager or (team leader).

· A thorough knowledge and understanding of the regions’ IDPs (district and B-municipalities) would be vital.

· A manager with programme or project management knowledge and/or experience
· The ability to negotiate and facilitate meetings with stakeholders  (communication skills).
(b) Project Level

· This would entail being responsible for the project planning, management, co-ordination and monitoring of the holistic functioning of specific projects or initiatives.
· The identification and access to resources that the district or B-municipalities may not be able to locate, but find necessary for the planning and implementation of the projects.

· To co-ordinate the implementation of municipal economic activities in a manner that maximises the economic development prospects from individual projects.

· Information base of relevant projects and initiatives in the region. (A need to track progress of initiatives in the district).

· Through the coordination of projects, assist in the management of the implementation of LED strategies within the municipal IDPs. (A thorough knowledge and understanding of the IDPs of the region district and B-municipalities would be vital).

· To co-ordinate the municipalities’ LED project activities with those of other stakeholders within the region.

· To co-ordinate the municipal LED project activities with those of other spheres of government.

What is required,

· Project management knowledge and/or experience 

· A thorough knowledge and understanding of the IDPs of the region district and B-municipalities would be vital.

· The ability to negotiate and facilitate meetings with stakeholders (communication skills).
(c) Research

· Maintain economic baseline information of the district, and the B-municipalities’ municipal boundary area.

· Maintain awareness of any economic opportunities or threats that may impact on their region.

· Be aware of existing or new state law, policy, legislation, investments, etc

(d) Information Access Point

· Be a contact or point of reference with all clients such a unit would services

      (e.g. the local region - municipality, civil society and the community, 

             other spheres of government - provincial and national, as well as the agencies, 

             other stakeholders – private sector, foreign donors, etc

· Be able to feed the information through to the relevant roleplayers 
4. CLIENTS

The unit would interact with,

· the rest of the DC municipality and the B-municipalities,

· Other units (e.g. in the B-municipalities and in other regions)

· other spheres of government and,

· other stakeholders

5. HUMAN RESOURCE IMPLICATIONS

· A 4-team unit and a unit manager is recommended.

· The programme level appointee could also be the unit manager. 

· Training and capacity building is one of the initiatives the provincial department will strengthen through a programme it intends to provide to local authorities. 
6. FINANCIAL IMPLICATIONS

As LED is now a competency of local authorities, the district municipality would have to:

· make available staff/ or accommodate the appointment and salaries of new staff, 

· ensure that the unit is suitably equipped (e.g. PC, fax, etc).

The unit will be housed within the municipality, so no new infrastructure is required. It is foreseen that this unit will carry no additional financial implications, other than those the municipality would have incurred, anyway, to accommodate dealing with the LED component of its work. 

The Department Economic Development & Tourism undertakes (as part of its assistance to local authorities with their economic development responsibility), to fund or assist in access to technical expertise required to train and/or mentor the selected officials within the unit.

7. LOCATION  

Option One:

The unit can be positioned at the centre of the municipal administration in the office of the Municipal Manager. 

· It allows the LED unit to play a highly strategic role, as it is not directly linked to a line department with operational responsibilities.

· Another advantage is that the office of the Municipal Manager has a high level of interaction with elected councilors, which allow the unit to influence policy and decision-making in support of LED. 

· The unit will need to have a powerful team leader to remain effective. 

· Such a unit in the office of the Municipal Manager will typically be a small strategic unit, which will act mainly as an advocate and facilitator.

Option Two:

· The unit could be located within a planning and development division.

· Divisions responsible for planning and development are usually tasked with the preparation and co-ordination the IDPs. This enables these departments to exercise considerable influence over the municipal developmental policy agenda.

· Planning departments are also responsible for the implementation of specific developmental projects. An EDU located within a planning and development department is likely to combine both policy and implementation functions.

Option Three:

Alternative arrangements would be for the municipality to appoint a co-coordinator and a number of consultants to form of an economic development management team.

The options available to municipalities are dictated by the available budget and overall commitment to an EDU as an empowering tool. 

8. PROCEDURE FOR ESTABLISHMENT
This would be addressed through the existing procedures of the specific municipality, but would essentially involve:

· Drafting a report to the relevant council committee outlining the unit’s proposed mandate and projected budget requirements. (The merits would need to be debated and the proposal adapted to suit the region)

· The council committee chairperson would then table a motion to establish the unit,

· The council committee would need to pass a resolution authorizing the establishment of the unit.

· The CEO or municipal manager would have to officially inform the Provincial Department: Economic Development & Tourism of its intention to participate in this pilot programme

B-Municipality Level

A number of established B-municipalities have requested assistance for the establishment of a similar structure within their own region.

At the level of B-municipalities, resources, capacity and function would determine the ability to set up such a unit. 

The specific functions of the unit would be determined by local level needs and priorities as identified in the IDP of that local authority. 

Function:

It should have three primary functions:

1. It would facilitate contact and information between the local community, and the relevant role-players first at district level, then at provincial and national level. (This is a vital step in the process of identifying and initiating programmes and projects to achieve local level development.)

2. It would do programme management, of the projects in their area

3. It would integrate its LED activities with the LED strategy of the district council.

Clients:

The unit within the B-municipalities, would deal with,

· the district council municipality

· the community,

· community-based organisations, structures and networks 

Structure:

A unit at the DC level requires the B-municipalities to have at least two or three people responsible for LED in their region.

THE ROLE OF THE DEPARTMENT OF ECONOMIC DEVELOPMENT & TOURISM

This department is guided by the economic policy of the Western Cape through the White Paper: Preparing the Western Cape for the Knowledge Economy of the 21st Century.  This business plan is in line with the policy framework of the White Paper. 

THE LED DIVISION 

Key Objective 

To develop a coherent and integrated framework for local economic development across the province. This entails the provision (by the various spheres of government), of financial and technical resources, additional capacity, monitoring and evaluation mechanism and the effective co-ordination of functions and responsibilities, in order to promote job creation, community ownership and economic sustainability throughout the province. 

Key Performance Areas

1. To identify and fund sustainable local economic development projects linked to the Integrated Development Plans of Local Government,

2. To provide guidance and support to, local government officials, with their economic responsibility in development and growth of their regions, and 

3. To establish effective coordination between sector departments to facilitate and promote sustainable economic development.

To assist in the establishment of EDUs, this sub-directorate would be working towards KPA 2.

Strategy for achieving KPA 2

1. Provide strategic direction drawn from sector departments’ legislated policies or programmes.

2. Contribute to capacity building of local authorities by providing technical knowledge and support, or sector experience to help formulate and implement municipal policies, strategies and plans.

4. Be guided by the municipal IDP’s in the allocation of resources at the local level.

Impact can be created in the following areas: 

· Rollout and implementation of a project plan for the establishment of an EDU.

The EDU can be used to:

· Create a greater awareness and understanding of the economic strategy of the province by presenting the Economic White Paper and the Tourism White Paper, to district municipalities.  

· To provide information on the criteria used for assessing LED projects, as well as the monitoring and evaluation system for projects, that is designed in line with our White Paper. A presentation to all district municipalities on our project assessment process can be done. 

· Facilitate and develop access to coordinated capacity building. We could facilitate the access to technical expertise and support from various sector departments.

· Link in with national initiatives in LED; the provincial administration could therefore use the EDU as an access point for the distribution of information on national initiatives, funding and programmes that are available.

· Access and facilitate the use of local support structures, e.g. Library Business Corners, Tourism Help Desks, in the promotion of SMME development.

� The problem statement  indicates: ”It is at local level where development is most urgently needed”.  The idea is to capacitate the District municipalities first, thereafter the B-Municipalities





