Implementation of LED initiatives in the Siyanda District Municipality-

Northern Cape.

By

Molebogeng Hildah Motabogi

Mini-dissertation submitted in partial fulfiiment of the requirements for the Masters
degree in Business Administration at the Graduate School of Business and

Leadership of the North West University, Mafikeng Campus.

Supervisor: Prof. Lubbe

March 2012



Declaration

I, the undersigned, hereby declare that this thesis IMPLEMENTING LOCAL
ECONOMIC DEVELOPMENT IN THE SIYANDA DIL. RICT’ is my own effort and
that all sources that | have used or cited have been acknowledged and | have not

previously submitted it in any university for a degree.

MOLEBOGENG HILDAH MOTABOGI Date: May 2011



Abstract

Inadequate human and financial capital led to LED units to t  stagnant. Taking all
these issues into account, the purpose of the study was to investigate the non-
performance of LED initiatives and departments in the district. A qualitative approach
was use to collect data. The data was discussed and recommended actions were
made. These include the use the current initiatives to assist municipalities and to re-
establish the LED fund.
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Chapter One

Overview of the study

1.1 Introduction

In the past (pre-1994), South Africa‘s local government's functions was only limited to
the p rision of municipal services, with a minimum economic involvement (Nel and
Binns, 2001). The system changed or kept on evolving and during the second
democratic local government elections then the new era in the administration of
municipalities in the country arrived. This gave municipalities functions and Local
Economic Development (LED) was one of the Key Performance Areas (KPAs) with

the aim of promoting or creating employment.

National Framework for Local Economic Development (LED) in South Africa (2006-
2011) the Local Government System Bill (RSA, 2000a) whereby the principles of
LED are layout, LED in municipalities is still non-existent, and LED Officials have a

problem in doing their role.

This study seeks to investigate what challenges are faced by these officials in
implementing LED in their respective municipalities in Mafikeng based in the North
West province. This chapter introduces the problem to be explored, the research

questions as well as the aims of the research study.

1.2 Background to the Problem Statement

The Northern Cape is not only the largest province by land surface (372 890 km2 or
31 per cent of the total land area of South Africa), but it also has the smallest
_arly 880000 wh v ¢ v atto” T oa n?

compared to South Africa’s average of about 40 persons per km?, about 42 per km?

in the Western Cape and 532 per km? in Gauteng) The Northern Cape Provincial
Growth and Development Strategy( 2004-2014).

11



With few exceptions (Kimberley and Upington) the 32 local municipalities have very
small populations and cover relatively large areas, distances between
individual towns within municiy ities are lar¢ = which complicates service delivery
and staff co-operation. The small size and isolated nature of towns hinders
meaningful economies of scale in local economic activities and the provision of

services.

Business interaction between the towns is costly and often difficult, the isolated
nature of places and limited business opportunities encourage more dynamic people
to move to larger towns and more densely populated areas, thus boosting the exodus
of skills (The Northern Cape Provincial Growth and Development Strategy, 2004-
~114).

The critical LD forces in the Northern Cape are: mineral deposits and mining-related
developments, local agriculture-related activities, activities related to road-transport
routes or corridors (like the N7, N 14, N 10 and N 12) and active rail links, coastal
locations (like Port Nolloth) and major rivers (e.g. the Orange River), unique physical
or other features (like the Augrabies Falls and Sutherland’s observatory), tourism-
related activities (The Northern Cape Provincial Growth and Development Strategy,
2004-2014).

Though there are LED forces in the Northern Cape, most of these are not explored
by the municipalities and not aware that they are potentials to address LED, thus

creating employment for their communities.

1.3 .Problem Statement

LED is the third Key Performance Area (KPA) in the municipality, which makes it a

important function that determines its performance. This KPA in most municipalities
(municipalities falling under Siyanda in particular) is not given a priority, it will
compri¢  of only or official and in other municipalities there will be no official at all

responsible for it.



It is not budgeted for and officials responsible for driving it find it difficult to perform
their duties, there is also minimum LED support by government departments and
private sector. Though the LED fund was launched in 1999 by the then Department
of Local of Local Government which was providing financial support of up to the
maximum of 1.5 million for each LED initiative, in the first round out of 346 out of a
national total of 800 municipalities submitted 827 project applications, only 48

initiatives were allocated funds (Nel and Binns, 2001:355).

The fund showed government seriousness about LED but the main problems with it
was that it generated a crisis of expectations as it only funded six percent in 1999
and complainants often were frustrated as the application was very long and time
consuming but the DPLG did not give out reasons for non-funding to the applicants
(Binns and Nel, 2002:19-20).

The study will examine the reason for the discontinuation of the LED Fund, the non-
budgeting in municipalities for LED initiative and to find out where LED officials can

get support for LED initiatives.

1.4 Aim

The aim of the study was to investigate the non-performance of LED initiati 5 in the

Siyanda District Municipality.

1.5. Research design

e study will be using both empirical and non-empirical research methods. The

methodology that will be used will be in the form of questionnaire.

Gilbert (2001); Bell (1999) in Beiske (2002) explains that questionnaires allows the
researcher to gather a significant amount of data at relatively little costs and can be

the most appropriate method used to obtain quantitative data.

13



As aforementioned the aim of the study is to investigate the non-performance of LED
initiatives in Siyanda District Municipality with special referent  to Tsantsabane Local
Municipality, questionnaire will be distributed to the LED Officials including their
Managers in the municipality in order to find out how their municipality function;
whether they have initiatives that fail; are they having operational and capital budgets

in their departments and how they think about the disbandment of the LED fund.

1.6. Layout of the study
The chapters for the study are structured in the foliowing way:
Chapter 2: Literature Review

This chapter provides the theoretical background of LED, various models and LED in
emerging, developed and in the country (South Africa).The critics of LED will be

discussed and also policies available that promote LED in municipalities.

Chapter 3: Research methodology

This chapter examines the reasons for applying quantitative strategy in this research
study, the research design and the data analysis methods used. The chapter
provides the “how” of the study and what procedures were followed to address the

research questions, aims and objectives of the study.

Chapter 4: Results and analysis

The data that was collected from the research survey was analysed and the analysis

results are p 1" 1in this chapter.

Chapter 5: Conclusion, recommendations and implications

The chapter summarises the conclusions that were drawn on the research problem

from the research study.

14



1.7. Conclusion

In this chapter the overview of the study was reviewed, the problem statement, aims
and research design were highlighted. In the next chapter LED will be discussed in
context, looking at the theoretical background, the legislative requirement, various

theories and the LED fund and other recent developments will be highlighted.

15



Chapter 1wo

Overview of the Literature

2.1. Introduction

Local Economic [ opment (LED) emerged in the global North as a response to
the march of liberalisation and privatisation (Simon, 2003). In South Africa LED was
explored by government and different organisations in the mid-1990’s post-election
phase, the policy was drafted by the South African National ~'vics Organisation
(SANCO) which was based on grass-roots development and small business
¢ relopment and the Urban Foundation policy was based on urban entrepreneurial
and regeneration experiences of cities in Western Europe and North America
(Nel and Rogerson, 2007). The Reconstruction and Developn 1t Ministry developed
a parallel draft policy in LED which focused mainly on housing, the paper failed as it
did not  define the local policy requirements and strategies
(Nel, 1997 in Nel and Rogerson, 2007).

Though the LED fund was launched in 1999 by the then Department of Local of Local
Government which was providing financial support of up to the maximum of 1.5
million for each LED initiative, in the first round out of 346 out of a national total of
800 municipalities submitted 827 project applications, only 48 initiatives were
allocated funds (Nel & Binns, 2001:355). The fund showed that government
seriousness about LED but the problems with it was that it generated a crisis of
expectations as it only funded six percent in 1999 and complainants often were
frustrated as the application was very long and time consuming but the DPLG did not

give out reasons for non-funding to the applicants (Binns and Nel, 2002:19-20).

The search for the relevant literature keywords were: Local Economic Development.
The themes below are to find out different definitions of L._J in order to come up with
a relevant definition for the purpose of the study, analyse different theories that lays
the foundation of LED, identify how international countries practice LED versus South
Africa in order to give suggestions to the country on dealing with LED, find out the

critics of LED and analyse their criticism for the purpose of the study in order to
16
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understand why they criticise | ™~ find out what challen¢ 5 a the in the
imp nentation of | D in municipalities as it is a mandate as per ..epublic of South
Africa (2000a)- Local —overnment Municipal Systems Act: Act No 32 of 2000 1d
find out possible assistance available for LED practitioners in the implementation of

LED.

2.2. Local Economic Development

Local Economic Development is a “process in which local governments and/or
community based groups manage their existing resources and enter into partnership
arrangements with the private sector, or with each other to create new jobs and
stimulate economic activity in an economic area” (Zaaijier & Sara, 1993 in Rossouw-
Brink, 2007).

Nel (2001) describes LED as an applied economic development strategy which
seeks to address site-specific needs through locally appropriate solutions (Fosler,
1991 in Abrahams, 2003) defines LED as the process of creating wealth through the
organised mobilisation of human, financial, capital and natural resources in the
locality with the aim of improving the quality of life, to alleviate poverty, the creation of
more and better jobs, to advance skills and to build capacity for sustained

development in the future.

According to the World Bank, 2004 (in Quan, Davis and Proctor, 2006) | ™9 is
defined as “local people working together to achieve economic growth that brings

economic benefits of life improvements for all in the community”.

The World Bank defines LED as a “process by which public, business and
nongovernmental sector partners work collectively to create better conditions for

economic growth and employment generation” (Hindson and Vicente, 2005).
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The Department of Land Affairs, (1997) defines LED as “the locally inspired efforts
that : 3k to accelerate growth and development and to ¢  ite opportunities for ior

communities to be reintegrated into the national economy” (Monakhisi, 2008).

in Davis (2006) the draft South African Policy and Strategy, (2003) defines LED as
“local people working together to achieve sustainable economic growth and
development for the benefit of all the people in the local are. It aims to promote and
develop all sectors and dimensions of the country. The retention and expansion of
the existing economic activities in a local area revives as much attention as new

growth and the diversification of the economy (Davis, 2006).

The German Agency for Development Cooperation, defines LED “as an on-going
process by which key stakeholders and institutions from all spheres of society, public
and private sector as well as civil society, work jointly to create a unique advantage
for the local businesses and strengthen the competitiveness of local firms
(Reueker and Trah, 2007 in Patterson, 2008).

2.2.1. Theories/Different Approaches laying the foundation of LED

There are regional and local inequalities and poverty gaps due to SA’s past though
the regional and industrial policies where abandoned in 1994 for the trade-oriented
macro-economic policies that were meant to facilitate globalisation of the country,
this lead to the development gap between regions and localities (Naude and Janseon
Van Rensburg, 2002). In the early stages of LED (Patterson, 2008), the focus was
attracting external investors by marketing the locals by use of incentive schemes, the
second phase was based on the promotion of entrepreneurs by use of training and

bt r s ipport programm



Ackron (2003) in Rossouw-Brink (2007) states that there are two broad perspectives
in which LED can be defined, that is:

The LED approach (“a way you do things”), whereby is the collection of
policies, strategies and other instruments that are applied as tools to achieve
LED outcomes. It can be seen as a partnership between all players having an
impact on the local economy including local government, the community and
the private sector in order to stimulate the economy in a local area, which
means that LED is not a separate function of local government but is also a

responsibility of the community and departments within local government.

The LED outcome (“a thing you do”), whereby LED is the outcome pursued by
the LED approach, that is creation of employment opportunities, poverty
alleviation and the redistribution of resources and opportunities that benefit the

locals.

Quan et al (2006) state that the refinement in LED using the Rural Economic and

Enterprise Development (REED) approach which aims at enterprise development,

economic diversification and innovation of the rural economy, increasing its market

orientation and fostering value addition to rural products.

Patterson (2007) explains that there are three ways/approaches to LED; traditional,

progressive and sustainable.

The ..aditional LED - ..ne goal in this approach is to increase quantifiable
business activity by increasing the tax base through economic revitalization

and new land development.

The Progressive LED - Focus is more on beginning social equity, government
interventions to support minority firms and market development, provision of

hot ng, schools and day care.

The Sustainable LED - This approach includes environmental responsibility

and social justice to the responsibility of LED.
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» Business Support: ..etaining business is a problem in most municipalities;
therefore municipalities should come up with special programmes that can
modernise the Small Medium and Micro v prises (SMN""'s) by providing

technical assistance, export assistance, access to finance information.

The two approaches in LED that is Developmental and Non-Developmental LED;
The Developmental L_J encourages community empowerment initiatives, human
resource development, poverty targeting, and redistribution of resources, promotion
of local creativity and innovativer ;s and the mobilisation of resources (Abrahams,
2003) and the Non Developmental LED - encourages urban efficiency, urban
attractiveness and the offering of incentives to industries and place marketing. The

South African Government is advocating the latter (Abrahams, 2003).

The Lewis model: Lewis is a dual economist theorist who explains that economic
development in economies with small capitalists sectors and large subsistence
sectors; He further explains that low productivity levels in the subsistence sector
means that labour supplies to the capitalist sector would be unlimited at a fixed wage
tied to earnings in the subsistence sector and growth in the capitalist sector is fuelled
by reinvestment of the capitalist surplus which derives from the difference between
the marginal productivity of labour and the wage rate in the capitalist sector (Hindson
and Vicente, 2005).

There has been a rich international literature developed on the linkages between
tourism and LED even though South African-based research has focused explicitly
on tourism and development strategy (Visser, 2004) therefore tourism is a tool for
development (Meyer, 20C., and there are conditions under which tourism can
positively impact upon poverty alleviation (Mograbi and Rogerson, 2007). It can also
be used as a tool to re-image and redevelop cities by attracting capital and people
(Ferreira, 2007).



Meyer describes three paradic...3 in LE™ and sustainat dev opn 1t~ first
one is by focusing on economic sustainability through the maintenance of the tourism
industry, through advocating small-scale tourism that is sensitive to cultural and
environmental conditions and on ecotourism and community based tourism
approach. Sustainable Development and LED cannot be mentioned with it
mentioning Infrastructure Development. Hao (2007) explains that the effect of
infrastructu  on economic activity has tended to use the value of regional investment
as the measu of infrastructure, forcing researchers to 3 s infrastructure against
aggregate regional variables, Africa is known for poor infrastructure, for example,
Guest (2005) argued that the most important thing that is holding back Africa is the
abysmal quality of governance giving the experience of West African road
maintenance budget, as the bridge had collapsed, road unpaved and took him a
distance equivalent from “New York to Pittsburgh” when he hitched ride on the beer
truck to Cameroon rainforest and (Byahuranga, 2007) ‘s experience in Uganda,
whereby he took a communal mini-bus from the airport to his home and took him 125

miles due to the” absence of efficient infrastructure in rural Uganda®.

Small, Medium and Micro Enterprise (SMME) or the informal economy cannot be left
out in LED hence the government via the Department of Trade and Industry (DTI)
introduced three main small business support programmes that is; Khula Enterprise
. ,nance-offers bank guarantee in order to reduce the risk SMME’'S loans,
Manufacturing Advice Centres — offer advisory services to the manufacturing sectors
in order to increase their productivity and Ntsika Enterprise Promotion Agency ¢ 2r
among others business development programmes and technology transfer schemes
(Devey, et al., 2006), NGO’s can support LED through their facilitation, support,
training and networking with funders (Nel, 1997).

Though there are support sectors for SMME's there is still an inadequate access to
finance linked to inappropriate fir 1cing institutions and instrt  3nts ) ..son,
2007), the ‘phased approach’ as per White Paper on Local Government, 1998 was
developed by the Midrand authority for policy development and the implementation
components of LED, thus approach linked the Midrand’s LED planning to new

initiatives that is, procurement (Rogerson, 2003).






industrialisation to innovation which requires local leadership initiati sponse and
direction and the dubious results achieved by macro-level planning and regional

development interventions.

The research on international experiences in LED suggests that opportunities
deriving from economic globalisation have been restricted in the middle-income
countries like South Africa (Hindson, 2007 in Triegaardt, unknown). In the United
States, Europe and Australia the bottom—up approach to LED, in that way
communities becomes participants of their development (Pretorius and Blaauw,
2008) in that way the community take control of the initiatives and also earn a living,
and now due to globalisation LED is viewed in the world as a sustainable
development as well as a poverty alleviation objective (Rogerson, 2006).Countries
that use the top-down approach are to mention a few; Norway, Switzerland, China
and South Africa (Swanson & Pintér, 2006).

2.2.3. LED: The South African perspective

In South Africa LED has been promoted for more than two decades and the thinking
is to promote the bottom-up approach instead of the top-down approach hence it can
be defined as a ‘process in which local governments and/or community based groups
manage their existing resources and enter into partnerships arrangements with the
private sector, or with each other, to create new jobs and stimulate economic activity
in an economic area’ (Zaaijier & Sara, 1993:129 in Triegaardt, unknown) but even
though the strategy meant good intensions there are constraints with respect to

funding and human capacity (Bek ef al.’2004).

The decline in the economic growth, which started in the 1970's in the global

economy made it necessary for the local authorities to be entrepreneurial (Municipal
Service Project, 2001 in Parker, 2004).



According to Harrison and Naidoo ‘~100), the thinking of LED in South Africa was
influenced by the experiences of tt  British United States and Australia. In the ter
it was because of the literature that was preached on the subject and in the forn

was due to the declination of small towns which was also happening in South Africa.

During the first decade of democracy the focus on municipal LED was based on
community development initiatives/projects and many of these projects failed as they

were proved to be economically unviable (Hindson and Vicente, 2005).

The country’s LED context at the moment it that it is associated with pro-poor
orientation, whereby it refers to actions initiated at the local level by different partners
to address the socio-economic problems or to respond to economic opportunities,
and there is a growing recognition that LED should be socially inclusive if it is to be
sustainable (Monakhisi, 2008), the four variants of LED that is applied in South Africa
are: Local Government-led LED where the elected local authority becomes the
active change agent; NGO-or Community—led LED; Development Corporation or
Section 21 initiatives that is, Development agencies like the Northern Cape Economic
Development Agency, which pursue L.J-type initiatives and ‘Top-down’ LED

whereby external resources target a specific area to catalyse LED (Nel, 2001).

In 2002 the LED Fund was established by the South African Government in order to
promote the municipal efforts of promoting SME (Small & Medium Enterprises) for job
creation. The aim of the fund was to support projects which dealt with providing
business facilities, those supporting agricultural industries, tourism and human
resource capacity (Quan et al., 2006) though most tourism related projects where
funded due to their bottom-up community economic development and fostered

entrepreneurship (Rogerson, unknown).

The fund was discontinued due to poor monitoring report and weak policy (it was
unclear whether LED should be a welfarist or entrepreneurial in approach) and

programme implementation (Atkinson & Ingle, 2003 in Quan et al., 2006) but thus

)



poses a challenge in the municipalities as they are required to drive LED initiatives
but the reality is that an ;timated fifty percent of the local authorities are bankrupt or

in ¢« ious financial crises (Nel, 1998 in Nel and Binns, 2001).

The discontinuation of the fund led to the DPLG (Department of Provincial and Local
Government)'s LED Framework which shifted the dependency from government
towards creating employment opportunities (Patterson, 2008) after that numerous
strategies were developed, the National Spatial Development Perspective (NSDP)
which emphasised alignment within the three spheres of government that is
National, Provincial and Local, the Accelerated Shared Growth Initiative (ASGISA)
with the aim of halving unemployment and poverty by 2014, the Regional Industrial

Development Strategy (RIDS) with the same principles as the NSDP.

South Africa has been described as one of the most committed country with respect
to LED policies in the world (Pretorius and Blaauw, 2008) though the lack of
experience and facilitation and role models hinders the application of LED, and
serious socio-economic disparities still persist in the country (Binns and Nel, 2002). It
Is suggested that, in order for LED to work in SA, private sector firms which are
locally dependent should have a greater commitment to LED processes rather than
those who are non-dependent (Rogerson, 1996) as it is a basic response to the

crises at the local level (Nel, 2001).

Davis (2006) explains the role of key stakeholders in LED that National Government
provides a framework and a supportive role, and local government plays the
developmental effort and other sectors should also play a participatory role in the

form of ...? planning phase.

2.2.4. LED: The African perspective

In Africa, the disproportionate levels of poverty are found mostly in rural areas
whereby the highest percentage of people reside (Quan et al., 2006). Poverty

eradication is in the priority list of each African country, but need to understand the
26



local developmental problems and solutions (Halaby et al., 2006). The Southern
African Development Community (SADC), describes LED as a new pl omenon as
ct pared to South Africa whereby LED is well established (M , 2006 in

Sihlongonyane, 2003).

LED needs to be more visible in rural areas to combat the inequality levels. In
Zambia, Lusaka, LED initiatives was introduced in the form of policies almost similar
to that of South Africa, but there is still poor performance of the national economy
(Hampwaye, 2008) as they followed the traditional top down approach. The major
employer in Zambia is the government employing 24 percent of the formal labour
force (LCC, 2000 in Hampwaye, 2008).Uganda, like most African countries is not
different, economic growth only occurs in the urban and capital cities
(Mukwaya, 2004:2 in Byaruhanga, 2007), thus leading to the high population growth

in cities than rural areas.

2.2.5. Criticism of LED

LED as a Key Performance Area (KPA) 3 of municipalities is the most
underperforming KPA of all. This is due to it not been budgeted for as referred to as
an ‘unfunded mandate’. In Rossouw-Brink (2007), Tomlinson (2003) argues that
South Africa’s focus on small businesses and poverty relief only parallels with the
international perspective whereby it's a community-based LED rather than focusing

more on mainstream varieties.

He further states that LED is being marginalised by lack of available resources and
the dominance of large scale state interventions that is Industrial Development Zones
(IDZ) and that LED is being used by tt Central Government to shift its responsibility

to local Government to deal with ut  np 'ment and poverty.

Nel and Binns (2001) argue that LED is a new responsibility in the local government
and most councillors even officials need training and support from higher spheres of
government. Nel (2001) argues that ‘although LED has become an established



feature of the development, the number of LED projects is small’ and thus is because

of inadequate resources and lack of strategic guidance.

2.2.6. Challenges of LED

Most municipalities (particularly rural municipalities) are faced with challenges in
implementing LED within their locals. There are list of projects on the Integrated
Development Plan (IDP’s) - a 5-year strategic plan of the municipality that will not
have funds allocated to it and LED officials are expected to implement those projects
within a set period by looking for private sector to assist and this is impossible in rural

municipalities as there is either minimal or no private sector involvement.

The other challenges are that projects or LED initiatives that are politicised,
politicians use political control and interference (Cousin & Kepe, 2004 in Parker,
2004), thus hinders development; rural municipalities find it difficult to draft their own
LED strategies and plan as required, and this is mostly due to lack of the relevant
officials with relevant qualifications to drive LED and they rely on consultants to draft
their strategies; the absence of LED Strategies leads to inappropriate LED initiatives
implemented in the area; though Government has various funding, there is a lot of
red tape in accessing them. According to Nel, (2002) and Tomlinson (2003) in
Rossouw-Brink (2007) there are other challenges/key issues concerning LED, they

are:
e The failure rate of LED initiatives is very high;
e The role of private sector is minimal in smaller municipalities;
e The initiatives are politicised, thus hindering development;

e LED initiatives are mostly seen as projects rather than businesses therefore
tl li in tl inn tl th n Y

projects have an end date;

¢ Sustainability of projects becomes a problem as the beneficiaries become

dependent to grant funding;
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e LED is regarded as an ‘unfunded mandate’, meaning local government is
expected to pursue it but in most cases there are lacking due to the

unavailability of resources;

e There is lack of coordination and cooperation between five entities, non-
governmental, LED Forums, the Municipal LED units, Donor agencies and
developmental agencies (Xuza, 2007), instead of formation of partnerships

amongst themselves to drive LED.

There are numerous district and smaller local municipalities that have weak or
declining economic bases in South Africa and they have increasing numbers of
unemployed and under-employed people (Hindson & Vicente-Hindson, 2005 in
Triegaardt, unknown). An example is the De Beers mine in the Northern Cape which
closed two diamond mines which provided employment for many people in Kimberley
(Triegaardt, unknown). Human Capital (inhabitants with tertiary education) has been
found to be significant in LED (Naude’ & Krugell, 2003) but LED policies indicate only
locational choices forgetting that the long-term developmental patterns are shaped by
human capital choices (Clarke, 1993, p.87 in Naude’ and Krugell, 2003).

2.2.7. Policy Context and its implication to the Siyanda District and

Tsantsabane Local Municipality
2.2.7.1. National Framework for LED in South Africa

The National Framework for LED in South Africa (2006-2011) is intended to build a
shared understanding of LED in South Africa and put into context the role of local
economies in the national economy. It seeks to mobilise local people and local

resources in an effort to fight poverty.

The focus of the ramework is to improve competitiveness of municipal regions in
South Africa by providing an approach to developing local economies with the
participation of all relevant stakeholders, rendering economic growth compatible with

social equity and safeguarding the environment, what the state can do to support and
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reward citizens who organise locally and operate in local level partr ships to
1\gage in greater economic activity, spreading economic activity in an even manner
and how the state can be a platform to facilitate the inclusion of all to participate in

the economy.

Implications for Tsantsabane Municipality: The Framework sets out the following

three key roles, which Local Government can play in the LED process that is
e To provide leac ship and direction in policy-making,
e To administer policy, programmes and projects,

e To be the main initiator of economic development programmes through public
spending, regulatory powers and their promotion of industrial, small business

development, social enterprises and cooperatives.

2.2.7.2. The Constitution of the Republic of South Africa

The overarching piece of legislation is the Constitution of the Republic of South Africa
(Act 108 of 1996). Section 152 of the Constitution outlines the objectives of local
government. These objectives are to provide democratic and accountable
government for local communities; ensure the provision of services to communities in
a sustainable manner; promote social and economic development and a safe and
healthy environment and to encourage the involvement of communities and

community organisations in the matters of local government.

All of the objectives listed above can be associated with Local Economic
Development. Local authorities hay a legal mandate to promote social and
economic upliftment within their areas of jurisdiction. These objectives form part of an

integral set of principles from which LED strategies are formulated and  )lemented.

tt mun ity ui - inn itu
ructure and mar je its administration, and budgeting and planning ocesses to
give priority to the basic needs of the community, and to promote the social and

economic development of the community.
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2.2.7.3. Accelerated 1d Shared Growth Initiative for SA (ASGISA)

Through ASGISA, government has set an :onomic growth target of 5% GDP growth
per annum from 2004 to 2014 (Patterson, 2008). . ais target has been broken down
into two phases, namely a target of 4.5% p.a. between 2004 and 2009 and 6% p.a.
from 2010 until 2014. This growth must be managed in such a way that employment
opportunities are generated (labour-intensive growth) and the fruits of economic

growth contribute to poverty alleviation in an equitable manner.

Economic growth constraints highlighted by ASGISA are:

Volatility and level of the currency,
e The cost, efficiency and capacity of the national logistics system,

e Shortage of suitably skilled labour amplified by the impact of apartheid spatial

patterns on the cost of labour,

e Barriers to entry, limits to competition and limited new investment

opportunities,

e Regulatory environment and the burden on small and medium businesses,

Deficiencies in state organisation, capacity, and i ship.

The framework includes guidelines for National, Provincial and Local government on
topical issues such as infrastructure investment, sector investment strategies,
education and skills development, and eliminating the second economy through
leveraging the first economy (major interventions include the economic upliftment of

women and the promotion of youth development).

2.2.7.4. The White Paper on Local Government

According to the White Paper on Local Government (1998) local authorities have

following responsibilities:

¢ |n terms of their obligation to economic development are to provide marketing
and investment support in order to attract potential investment to their locality,
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2.2.7.6 Lot | Economic Development policy paper: Refocusing Development

on the poor

In the policy paper, Refocusing Development of the Poor (2001) in Hindson and
Vicente (2005) government identified three main thrusts with regard to the social and
economic development of local communities. The main aim of the document was to

bring ‘the poor to the centre of LED Strategy’.

The thrusts are: establishing a job-creation and economic growth path, embarking
upon sustainable rural development and urban renewal and bringing the poor and
disadvantaged to the centre of development. The Policy Paper distinguishes between
six broad categories of Local Economic Development inter 1tions: community
economic development, which refers to municipal assistance at the grass roots level
and benefiting community businesses (SMMEs), organisations, urban farming
projects, micro financing institutions etc., linking profitable growth to the redistribution
of development-this implies that permission for development or the amendment of a
town-planning scheme be linked to a commitment to invest in some way or another in
impoverished neighbourhoods, linkages between ‘“living wages”, human capital
development and productivity - where skills development and training of the local
labour component exist, development and maintenance of infrastructure and
services, plugging the leaks in the local economy, and retention and expansion of

existing businesses.

2.2.7.7. National Spatial Development Perspective (NSDP)

The National Spatial Development Perspective (2006) provides a framework which
discusses future developments of the national spatial economy in areas of severe

deprival 1and in need of certain :onomic activities.

! tl 1o v tl
and implement spatial priorities that meet the Constitutional imperative of providing
basic services and alleviating poverty and inequality. It provides a set of principles
and mechanisms for guiding infrastructure investment and development decisions.
The NSDP serves as a tool for identifying key areas of tension and/or priority in

achieving positive spatial outcomes.
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2.2.7.8. Integrated Sustainable Rural Development Strategy (ISRDS)

The purpose of The Integrated Sustainab Rural Development Strategy (2000) is to
enhance the welfare of the poor that inhabit rural areas of South Africa. . .is is only
possible if sustainable economies are created from which they can survive.
Successful implementation involves facilitating rural development that is both
sustainable and integrated in nature. Municipalities are key players in the
implementation of the ISRDS due to their decentralised nature — it is only through
direct participation with the rural community that one can correctly identify the
developmental needs and opportunities. It is also essential for local stakeholders to
be mobilised in order to create an environment in which the IRSDS can be

successfully facilitated and sustained.

2.2.7.9. The National Industrial Policy Framework (NIPF)

The National Industrial Policy Framework (2007) is a framework that aims to provide
strategic di  :tion for South Africa’s industrial development. It follows the principles of
the Reconstruction and Development Programme and plays a fundamental role in
achieving ASGISA’s goals. The NIPF identifies the following four main sets of
polic ; as necessary conditions for industrial development that is a stable a

supportive macroeconomic regulatory environment, skills and education for

industrialisation, traditional and modern infrastructure and innovation and technology.

2.2.7.10. Regional Industrial Development Strategy (RIDS)

RIDS (2006) presents a comprehensive franm w~ork for industrial development in
South Africa and builds on the outcomes of the National Spatial Development
Perspective (NSDP). The NSDP acknowledges the fact that the landscape of

economic development is not equal across all regions in the country.

The main intentions of RIDS a that it should t p to achiev tt national industrial
development objectives as set out in the NSDP: to further the goals of the
Accelerated and Shared Growth Initiative of South Africa (ASGISA), conform to the

principles of the Integrated Manufacturing Strategy (IMS), the Microeconomic Reform
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Strategy (MRS) and the current draft National Industrial Policy Framework, enhance
the capacities and potentials identified in the Urban Spatial Comp ity Framev K
and the Local Economic Development (LED) framework that seek to address spatial
constraints and opportunities related to industrial develop . ent in municipalities ar

conform to the principles of enterprise development and Black Economic
—mpowerment (E..z) and to the government's environmental and other reler 1t

policies.

2.2.7.11. Industrial Policy Action Plan (IPAP)

According to the IPAP (2007) the major weakness identified in South Africa’s long-
term industrialisation process has been that the decline in the share of employment
in the traditional tradable sectors, particularly mining and agriculture, has not been
offset by a sufficiently large increase in the share of relatively labour-intensive
employment in non-traditional tradable goods and services, particularly

manufacturing. Consequently, the objectives of the IPAP are:

e To facilitate a shift away from reliance on traditional commodities and non-
tradable services, and promote value-added goods and services that

competes in export markets (against imports),

e intensify the industrialisation process and move towards knowledge rich

economy,

e promote a more labour-absorbing industrialisation path with particular
emphasis on tradable labour-absorbing goods and services and economic

linkages that enhance employment creation,

e promote a broader-based industrialisation path characterised by increased
participation of historically disadvantaged people and marginalized regions in
the mainstream of the industrial economy and to contribute to the indi rial

capabilities.



2.2.7.12. National Strategy for the Development and Promotion of Small

Businesses in South Africa

Small businesses can help South Africa in two significant ways: first, these
enterprises are potential engines of growth for the national economy, primary
creators of jobs and economic stability, (Ferreira, 2007) and thirdly, they can aid the
transformation process. The National Strategy for the Development and promotion of
Small Businesses in South Africa (1995) classifies the four categories of small
businesses as small, medium, micro- and survivalist enterprises, known collectively
as SMMEs.

Small enterprise: Less than 100 employees more established than very small
enterprises, formal and registered, fixed business premises and owner managed, but

more complex management structure.

Medium enterprise. Up to 200 employees, still mainly owner managed, but
decentralised management structure with division of labour and operates from fixed

premises with all formal requirements.

Micro enterprises: Between one to five employees, usually the owner and family,
Informal that is no license, formal business premises, labour legislation, turnover
below the VAT registration level of R300 000 per year, basic business skills and

training and potential to make the transition to a viable formal small business.

Survivalist enterprises: They operate in the informal sector of the economy, mainly
undertaken by unemployed persons. Income generated below the poverty line,
minin n n tl r ' [ L S o T1 it

in I, not _uch :  not much training 1d opportunitic for growing

tt  businessy ysmall (Ferreira, 2007).



2.2.7.13. Broad-Based Black Economic Empowerment Act

In order to uproot inherited social imbalances, progressive legislature has been
passed. One example is tt Republic of South Africa- Broad-Based ™'ack Economic
Empowerment (BBBEE) Act No.53 of 2003 where systematic measures are in place

to uplift the previously disadvantaged community.

Those included in the ‘broad-based black’ definition are Africans, Coloureds, Indians,
women, wort s, the youth, disabled persons and those that live in rural
communities. The main objective of the BBBEE Act is to transform the South African
economy so that it better reflects the South African society whereby commercial
enterprises are largely owned and managed by previously disadvantaged individuals.
This Act also aims to support the ‘broad-based black’ population through promoting
public and private investment in relevant communities and providing easier access to

financial assistance.

2.2.7.14. Tourism Growth Strategy (2008-2

The Tourism Growth Strategy (TGS) provides a three year plan (2008-2010) to boost
South Africa’s competiveness in the global tourism and travel market. Through
increasing global competitiveness, the tourism industry aims to contribute
significantly to ASGISA's growth target.

Tl e are some key challenges which include the following; Transformation of the

tourism industry through increased participation of the previously disadvantaged

community, increased distribution of the industry through promoting less traditional

tourism routes and activities, creating an industry that is sustainable. In order to

add s thes challen¢ ;, the TGS stresses the need for South Africa to identify and
* aitie intl in national, domestic d  i1sines ni o

sim taneously developing its existing market.

37



This suggests that a local tourism strategy is essential for boosting economic
development in the area, as the municipality is a connector route, route tourism can
be encouraged as it often involves cooperative planning arrangements by a other

localities this enabling collective competition in tourism spaces (Rogerson, 2007).

2.2.7.15. The Northern Cape Provincial Growth and Development Strategy
(NCPGDS)

Planning for the promotion of economic growth and social development lies at the
core of government’s responsibility to provide a better life for all. It is essential to
ensure that planning is integrated across disciplines, co-ordinated within and
between different planning jurisdictions, and aligned with the budgeting processes of
national, provincial, and local governments. The NCPGDS (2004-2014) sets the tone
for development planning and outlines the strategic planning direction in the

Province.

The main objectives set by the strategy (NCPGDS, 2004-2014) for development
planning in the Province are to promote the growth, diversification and transformation
of the provincial economy, poverty reduction through social development, developing
requisite levels of human and social capital, improving the efficiency and
effectiveness of governance and other development institutions and enhancing

infrastructure for economic growth and social development.

The development targets for the Northern Cape Province identified by the Northern
Cape Provincial Growth and Development Strategy (NCPGDS, 2004-2014) are to
maintain an average annual economic growth rate of between 4% and 6%, halve the
unemployment rate by 2014, reduce the number of households living in poverty by
tt /

two thirds by 2014, juce maten  mortality by two thirds by 2014, provide sl

for all by 2014, provide clean water to all by 2009, provide access to adequate
sanitation to all by 2009, reduce crime by 10% by 2014, stabilise the prevalence rate
of HIV and AIDS and begin the reverse by 2014, redistribute 30% of productive

agricultural land to PDIs by 2015, conserve and protect 6,5% of our valuable
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biodiversity by ~ )14, and to provide 1 inf stn ure sonomic g . vth

development by 2014.

2.2.7.16. The Northern Cape Local Economic Development Strategy

The Northern Cape government has embarked on a process of compiling
(The Northern Cape Provincial Local Economic Development Strategy, 2009) to
address the challenges presented by poverty and unemployment in the Province.
The provincial government of the Northern Cape has specific coordination and
facilitation responsibilities, which need to be addressed in an innovative manner to

initiate and promote integrated and sustainable LED, as well as to attract investment.

The following broad opportunity themes were identified for the Northern Cape
(The Northern Cape Provincial Local Economic Development Strategy, 2009) :
agricultural Production, game farming, livestock farming, crop farming, exotic and
citrus fruit, mari-culture production, mining Production, exploration of new/additional
mineral locations, geotechnical assessment of economic feasibility ,manufacturing,
agro-processing, mining beneficiation, SMME and trade support, training, mentorship
and skills development, information and support services, investment in infrastructure
and technology, agro-processing infrastructure, infrastructure necessary for
investment in  mining, infrastructure necessary for investment in tourism,
infrastructure provision and delineation of industrial parks, hubs, IDZs, infrastructure
investment needed for high-technology projects such SALT and the SKA,
infrastructure investment in areas of retail business growth, Investment in specialised
technologies, tourism, game hunting, eco-tourism, mining/geological tourism
(including exhibitions and festivals), adventure tourism, agro-tourism (such as wine
production and tasting),tourism routes, cultural and heritage tourism, and science

tourism (such as group tours to SALT).

The following opportunities were identified in the Siyanda District; There is potential
for diamond mining in the Mier Local Municipality, copper mining near Lutzputs, iron
mining near Lutzputs, silver mining near Lutzputs, developing tourism opportunities in
and near the Kgalagadi Transfrontier Park (example tour operators, training of

guides, etc), game farming throughout the District, commercialisation of goats near
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SMMEs, Facilitate access to finance ,Establish a  MME Network « orum

SMN'™5 to affiliate to established business chambers, Creating an enabling
environment, Capacity building of business chambers; Increased access to financial
and non-financial business services ,Implementation of affirmative procurement
practices, Tender advice and information and Increase LED capacity in

municipalities.

2.2.7.20. The Tsantsabane Local Municipality Integrated Development Plan

Tl  Tsantsabane Integrated Development Plan (2005) identified the following
development objectives for the Municipality. The stimulation of the local economy
and support for formal and informal business, tourism and agriculture during the next

5 years in order to create more job opportunities and to develop skills.

The following strategies were identit {1 (The Tsantsabane Integrated Development
Plan, 2005) in order to assist the Municipality in obtaining the development objective

mentioned above:

¢ increasing Economic Growth and decreasing loss of job opportunities,

develop and implement an LED strategies on a regional base,
o stimulation of the local economy with reference to the informal sector,
¢ provide skills training, Smaller business erven and business hives,
e provide informal trading areas,
¢ land and facilities for small-scale farming,
¢ establishment of private/public partnerships,
e development of the tourism sector
2.2.8. LED Institutional support arrangement in Government

In early 2006, it was found that only 48% of small municipalities had an LED policy
and 56% had established LED units, though 82% of LED Officials were appointed
they did not have a LED policy to drive the implementation process mainly due to the

fact that only 12% of the municipalities had a LED Councillor (Nel and Rogerson,



2007) even in larger secondary cities, such as .ast London, there is no LED policy

id” " ist ‘formalic 1 (Rc z2rson, )04).

Xuza (2007) explains the personal experience had in the municipal L = units; they
are under resourced, there are two staff members, an LED Manager and an
international volunteer, no budget or office equipment, and in three months the office
shifted from one department, form the Planning Department to the Municipal
Manager's office. Those staff members are often poorly trained and councillors are
not assisting in providing direction on L D (Cousins and Ker 2004 in Parker,
2004).

The municipalities’ boundaries were redefined thus lead to most municipalities to
adopt or manage the large rural nodes urban noc ; within their municipal boundaries
(Abrahams, 2003) therefore it meant that most municipalities had to come up with
LED Strategies and IDP’s that included the additional areas which were

underdeveloped.

The role of the three spheres of government (National, Provincial and Local) is
important in ensuring that there is coordination in the public policies (Hindson and
Vicente, 2005) that is: Growth, Employment and Redistribution Strategy (GEAR)- it
entails the role government as a facilitator in market expansion with local government
in order to stimulate economic development through investment in infrastructure(Nel
and Binns, 2001), Reconstruction and Dey opment Programme (RDP) provides a
broad statement that development is not of delivery of goods to a passive citizenry
but about active involvement and empowerment, the Micro Economic Reform
Strategy (Mw...3) and Broad-Based Black Econc ¢ Empowerment (BBBEE), the
Expanded Public Works , vogramme (EPW. , applies the labour intensive methods to
upgrade rural infrastructure (Rogerson, 2006) in order to absorb more unemplo, 1

and Municipal Infrastructure Grant (MIG).
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becoming a success including the use of PF. in tourism —driven LE_ as it holds the

greatest prospect for the advancement (Monakhisi, 2008).

The LED Forum also should play a role in the PPP initiative, as its main aim as per
policy guideline of implementing LED in South Africa (National Framework for Local
Economic Development, 2006-2011 ) explains the role of the forum as it should kick-
start, Coordinate and oversee the process and provide the technical instruments and
“a multi-sourced funding mechanism combining government and off-budget sources”
(Hindson and Vicente, 2005) but also the four major categories of LED institutions
should be involved that is despite the municipal units, the community development
trusts in order to administer the LED initiatives, the section 21 companies-to
implement projects and strategies as they have advantage of receiving external
funds, non-governmental organisations (NGO) for providing a particular service (Nel
and Binns, 2001).

The case of Port Shepstone’s (a town in Kwazulu-Natal) a development office is
being managed by a private company (Section 21) and it handies certain

developmental projects (Harrison & Naidoo, 2000) is a good example of PPP.

The involvement of private sector in L D should be encouraged as they are the job
creators but development should be done in an environmentally manner, for example
(European Commission, 2007) advise that other developing countries should mimic’
China in its Science and Technology policies that made them to succeed
economically but not to mimic their habit as they did that at the expense of the

wironment. There are foreign donors and agencies with direct and indirect link to
assist LED initiatives (Patterson, 2008), that is tt ComMark .,ust. It supports and
promote institutional initiatives and assist in the improve it of them in order to

benefit the poor; the USAID Local Support Programme.

It also provides guidance to municipalities that are under Project Consolidate
(municipalities which were not able to manage their finances were put under project
consolidate); the Irish Aid programme, it aims to address the needs of the

marginalised (Patterson, 2008).



<~.her .. 2 initiative examples, driv 1 by private sectora the £ _o 1
enterprise development and empowerment initiative driven by Anglo £ o
aimed at facilitating BEE and providing financing to Black-owned 1 prises, it also
facilitates procurement opportunities; the Sasol's CI nCity initiative, it identit
entrepreneurs, finance and coach them ;the South African Breweries Kickstart, a
comj ‘ition a.. >d at inculcating a culture of entrepreneurship amongst the youth
aged 18-35 (Ferreira, ~107).

In order for LED initiatives to be a success, there needs to be voluntary work by the
business people, government officials and representatives of civic associations and
other organisations spending time in meetings and doing work which often is unpaid
(Trah, unknown), but municipalities “tend to rely on private sector and market forces

to create economic growth” (Parker, 2004).

2.3. nesearch Questions

..om the literature, it has been established that LED is a vehicle that can drive
poverty alleviation through PPP, municipalities only play the facilitation role and

private sectors are the drivers of the economy. However the question still remains:
1. Why LED initiatives fail in municipalities?

2. What led to the failure of the LED Fund?

3. Where can LED Officials get support without red-tapes?

4. Why LED units in municipalities not budgeted for /receive minimum budgets?

2.4. Conclusion

The literature suggests that the LED is relatively new or not well established in the
African states than it is in South Africa (Nel, 2006 in Sihlongonyane, 2003) but there
are still problems in its implementation as the municipalities are given that mandate,
there are capacity problems; LED initiatives are politicised, that is, politicians use

political control and interference (Cousin & Kepe, 2004 in Parker, 2004).
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Chapter Thre

Rese¢ rch Design and M “hods

3.1 Introduction

In the previous chapter, the research question was stated in terms of four questions
that remained unanswered from the literature reviewed. This chapter defir i the

research methodology used in this study to give answers to the raised questions.

The research questions arrived at were: 1. Why LED initiatives fail in municipalities?
2. What led to the failure of the LED Fund? 3. Where can LED Officials get support
without red-tapes? 4. Why LED units in municipalities not budgeted for/receive

minimum budgets?

e aim of the study was to investigate the non-performance of LED initiatives in
Siyanda District Municipality with a special reference to Tsantsabane Local

Municipality and find out ways that can enable the LED initiatives to succeed.

The financial resource access is a problem in Local Municipalities; the aim is to find
out where and how this resource can be accessed, and the criteria for different

financial resources both in private and public sector.

3.2 Research types

3.2.1 Qualitative and Quantitative Research

Leedy and Ormrod (2005) explain that all research can be categorised into qualitative
and quantitative or triangulation, that is, If the data is verbal then the methodology is

qualitative and if the data is numerical then the methodology will be quantitative.
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able 3.1.Features of Qualitative and Quantitative F

search

Qualitative

“All research ul + has a qualitative grounding”-Luna

Campbell

Quantitative

11188 NO suun uiny as qualitar Everyuw.g is either 1 or 0"

Fred Kerlinger

The aim is a complete, detailed description

The aim is to classify features, count them, and construct statistical

models in an attempt to explain what is observed.

researcher may only know roughly in advance what he/she is

looking for.

Researcher knows clearly in advance what he/she is looking for.

Recommended during earlier phases of research projects

Recommended during latter phases of research projects

The design emerges as a study unfolds

All aspects of the study are carefully designed before data is collected.

Researcher is the data gathering instrument

uses participants observation, in-depth interviews etc.

Researcher tends to become subjectively immersed in the |

subject matter.

~ Table 3.1 Miles and Huberman (1994, p.40).

3.2.2 What Research method(s) Used in

Researcher uses tools, such as questionnaires or equipment to collect

numerical data.

S _ o [ . I
Objective-seeks precise measurement & analysis of target concepts that
is, uses surveys, questionnaires etc.

“Researcher tends to remain objectively separated from the subject |

matter.

This Thesis.

This research study will be approached with a quantitative research methodology as

the aim of the study is to investigate the non-performance of LED initiatives in

Siyanda District Municipality with special

Municipality.

3.2.3 What data is required.

» vimary and _2condary .ata

reference to Tsantsabane Local

According to Rama Rao (2008) primary data is data gathered for the first time by the
researcher; secondary data is data taken by the researcher from secondary sources,
internal or external. The researcher must thoroughly search secondary data sources

before commissioning any efforts for collecting primary data.



There are many advantages in searching for at._ analysit _ data! tempting
the collection of primary data. In some cases, the secondary data itself may be
suffic 1t to solve the p >l Usually the cost of gathering ¢« :ondary ¢ is much
lower than the cost of organis ) primary ¢ a. Moreor , :« :onc y datat ;
several supplementary uses. It also helps to plan the collection of primary data, in

case, it becomes necessary.

3.3 Data Collection methods

3.3.1 Methods for collecting data

a. Interviews

Myers (2007) explains the types of interviews as :
= Structured Interviews

Structured Interviews refers to the use of pre-formulated questions which are strictly

regulated with regard to the order of the questions, time ava’'~-'~
* Semi-structured Interviews
Semi-structured interviews are the use of pre-formulated
* Unstructured Interviews

Unstructured Interviews is whereby the interviewee is free to say what they want.

b. Survey

A survey is a potentially powerful assessment, monitoring, and evaluation tool

available to organizational scientists (Rogelberg and Stanton, 2007).

Kraut (1996), in Rogelberg and Stanton (2007), explains that the survey purpose
includes the following:

* The pinpointing of organisational concerns,

* Observing long-term trends,
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= Monitoring program impact,

*  Providing input for future decisic 3,

= Adding a communication channel,

* Performing organisational behaviour research,

* Assisting in organisational change and improv  nent,

And providing symbolic communication.

Low response rate is a disadvantage in survey research as it depends on individuals

who participate in the research (Rogelberg and Stanton, 2007).

3.3.2 Questionnaires

Questionnaires allow the researcher to gather a significant amount of data at
relatively little costs and can be the most appropriate method used to obtain
quantitative data (Gilbert (2001); Bell (1999) in Beiske (2002)). E-mail will be used to

complete the survey, as the response is faster (Tse, 1998).

The questionnaire would be used as a data capturing tool. This will allow the
collection of quantifiable and qualitative data and allow for the analysis of this data to
determine patterns and relationships. Emails will include a short disclaimer describing
the purpose of the study (Refer to Appendix D). The District LED Manager will be
used to ensure that all LED personnel and other key stakeholders in the Mafikeng

District Municipality.

A copy of questionnaires, were readily available at different municipalities at their
convenience in order to prevent loss of the questionnaire from being cited du to lack

of response.
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Questionnaire should t as brief as possible and solicit only that information

essential to the research project (Leedy & Ormrod, 2005).

In order to help maximise the number of responses to the qu stiom re, nun of
guestions will be limited to no more than 15 questions. The questionnaire will consist
of 2 sections (Refer to Appendix C). The first section of the questionnaire ill be
aimed at gathering biographical data on the respondents including age, gender,
qualifications and frequency as well as the level of decisions that are normally made
by the respondent and the second section will focus on specific questions with

regards to implementation of LED initiatives in Siyanda District Municipality.

Responses are made up of 5-point scales scored so that a high score was indicative
of greater uncertainty or complexity. Other questions will require “yes or no” answer
and others will be open ended questions where the respondent is expected to
support their response by providing detailed information. To ensure that respondents
shared common notion of information quality, a definition will be given in the

questionnaire. The table below refers to the questionnaire outline.

Table 3.2: Questionnaire Outline

|A short disclaimer describing the purpose of the study-Refer to Appendix C

Questionnaire ~Appendix C

Thank you note-Appendix C

Section 1-Question 1-7 Gathers biographical data on the respondents including age, gender and
qualifications

Section 2-Question 8-15 Focuses on specific questions on the impieinientation v cow wndatives we |

Siyanda District.




3.3.3 Sampling methods

StatPac [online] explains the following for Survey Sampling Methods:
It is incumbent on the researcher to clearly define the target population. There are no
strict rules to follow, and the researcher must rely on logic and judgment.

The population is defined in keeping with the objectives of the study.

Sometimes, the entire population will be sufficiently small, and the researcher can include
the entire population in the study. This type of research is called a census study because

data is gathered on every member of the population.

Usually, the population is too large for the researcher to attempt to survey all of its
members. A small, but carefully chosen sample can be used to represent the population.

The sample reflects the characteristics of the population from which it is drawn.

Sampling methods are classified as either probability or nonprobability. In probability
samples, each member of the population has a known non-zero probability of being
selected. Probability methods include random sampling, systematic sampling, and

stratified sampling.

StatPac [online] explains that in nonprobability sampling, members are selected from the
population in some non-random manner. These include convenience sampling, judgment
sampling, quota sampling, and snowball sampling. ..1e advantage of probability sampling
is that sampling error can be calculated. Sampling error is the degree to which a sample
might differ from the population. When inferring to the population, results are reported
plus or minus the sampling error. In nonprobability sampling, the degree to which the

sample differs from the population remains unknown.
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StatPac [online) further explains that Random sampling is the purest form of probability

sampling. ~ ich member of the population has an equal and known chance of being
‘ected. Wt 1 1t e very . dor it ot 1 difficult or impc iib

identify every member of the population, so the pool of available subjects becorr

biased,

Systematic sampling is often used instead of random sampling. It is also called an Nth
name selection technique. After the required sample size has been calculated, every Nth
record is selected from a list of population members. As long as the list does not contain
any hidden order, this sampling method is as good as the random sampling method. Its
only advantage over the random sampling technique is simplicity. Systematic sampling is

frequently used to select a specified number of records from a computer file.

Stratified sampling is commonly used probability method that is superior to random
sampling because it reduces sampling error. A stratum is a subset of the population that
share at least one common characteristic. Examples of stratums might be males and
females, or managers and non-managers. The researcher first identifies the relevant
stratums and their actual representation in the population. Random sampling is then used
to select a sufficient number of subjects from each stratum. "Sufficient" refers to a sample
size large enough for us to be reasonably confident that the stratum represents the
population. Stratified sampling is often used when one or more of the stratums in the

population have a low incidence relative to the other stratums.

Convenience sampling is used in exploratory research where the researcher is interested
in getting an inexpensive approximation of the truth. As the name implies, the sample is
selected because they are convenient. This nonprobability method is often used during
preliminary research efforts to get a gross estimate of the results, without incurring the
cost or time required to select a random sample. Judgment sampling is a common
nonprobability method. The researcher selects the sample based on judgment. This is

usually and extension of convenience sampling.



For example, a researcher 1y decide draw ti itire sample
"representative” city, ren though the population includes all cities. When using s
method, tt  re  :archer must be confic 1ttt the chosen samp istruly > sen ive

( e entire population.

Quota sampling is the nonprobability equivalent of stratified sampling. Lit  strati |
sampling, the researcher first identifies the stratums and their proportions as they are

represented in the population.

Then convenience or judgment sampling is used to select the required number of
subjects from each stratum. This differs from stratified sampling, where the stratums are

filled by random sampling.

Snowball sampling is a special nonprobability method used when the desired sample
characteristic is rare. It may be extremely difficult or cost prohibitive to locate respondents
in these situations. Snowball sampling relies on referrals from initial subjects to generate
additional subjects. While this technique can dramatically lower search costs, it comes at
the expense of introducing bias because the technique itself reduces the likelihood that

the sample will represent a good cross section from the population.
The participants will have to meet the following in order to be included in the sample:
e The participant must be a leader and be involved in decision making

e The participant must be working in an LED related role for at least a year.

The restriction of a year is stipulated because an individual who have no LED experience
would find it difficult to raise LED related issues and this could skew the results. To get a
fair representation in the sample, a list of names of LED Officials and Stakeholders will be
obtained and randomly select the sample to be used in the survey following the stated

criteria.

Krejcie and Morgan (1970) have provided a table for the establishment of the appropriate

sample size (S) based on the size of the population (N). In terms of this study, for N=40,



S=36, therefore, for this study, S will be taken as 36. Thus, a minimum of 36 comple ]
questionnaires will be requi 1 for meaningful conclusions to .2 drawn from the data

gathered from the survey

3.3.4 Types of Variables

Statistics Laerd [online] explains that categorical variables which are also known as
discrete or qualitative variables can be further categoric | as nominal, ordit  or

dichotomous:

« Nominal variables are variables that have two or more categories but which do
not have an intrinsic order. For example, a real estate agent could classify
their types of property into distinct categories such as houses, condos, co-ops
or bungalows. So "type of property” is a nominal variable with 4 categories
called houses, condos, co-ops and bungalows, different categories of a
nominal variable can also be referred to as groups or levels of the nominal

variable.

e Dichotomous variables are nominal variables which have only two categories
or levels. For example, looking at gender, categorising somebody as either
"male" or "female". This is an example of a dichotomous variable (and also a
nominal variable). Another example might be if we asked a person if they
owned a mobile phone. Here, we may categorise mobile phone ownership as

either "Yes" or "No".

« Ordinal variables are variables that have two or more categories just like
nominal variables only the categories can also be ordered or ranked. So if you
asked someone if they liked the policies of the Democratic Party and they
could answer either "Not very much", "They are OK" or "Yes, a lot" then you
have an ordinal variable, here you have 3 categories, namely "Not very much”,
"They are OK" and "Yes, a lot" and you can rank them from the most positive
(Yes, a lot), to the middle response (They are OK), to the least positive (Not

very much).
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3.4 Ethical considerations pertaining .. the study

In this study, participants will remain anonymous and the participation will be entirely
voluntary. There will be no use of personal details of respondents in the study, as itis

considered unethical to do so.

The researcher may delete all names and identifiers from the data and report only on
the broad categories of responses for confidentiality purposes (Reinard, 2001). If this
study has been conducted before by other researchers, we will ensure that we do not

commit plagiarism and credit will be given to all the researchers and authors.

3.5 Conclusion

This chapter addressed or defined the research design and explained the
methodology used in this study, how the research will be conducted and what steps
will be taken to ensure the validity of data. Further, it looked at the instrumentation,
research type, population, sampling method and data gathering methods from

theoretical perspective.

A discussion of how these were applied in this study was also presented. Justification
for the choices made was also given. Tse (1998) have found significantly faster
response times with e-mail surveys, and the same is hoped for this study as Siyanda
District has scattered local municipalities which are +/-200 kilometres away from
each other. The next chapter presents the study findings that would be used in

rejecting or accepting the raised questions.



Chapter 4

Data Discussion

4.1 Introduction

This chapter discusses the research findings and provides analyses and
interpretation of data where certain specific questions v e asked and the analysis
was done with the use of the targeted respondents i.e. Municipal officials in the Local

Economic Development (LED) department.

The survey was conducted to test how LED can be implemented in local
municipalities within Siyanda District Municipality, with the aim of investigating the
cause-effect of the non-performance of LED initiatives in Siyanda District Municipality
with special reference to Tsantsabane Local Municipality and to find out ways that
can enable the LED initiatives to succeed, the lack or minimum financial resource
allocation with regard to LED in municipalities and the disbanding of the LED Fund

which could have addressed the latter problem.

The chapter opens with a descriptive introduction based on the demographical profile
of the respondents and the next section reflects the findings of the target market's
perceptions regarding the implementation of LED initiatives in Siyanda District

Municipality with a special reference to Tsantsabane Local Municipality.

4.2 Response rate

The survey had a response rate of forty respondents representing the Siyanda
District Municipality LED Officials with the four local municipalities falling under the
District. The data was summarised on a spread sheet and the statistics were
calculated using SPSS. The researcher has tried many times to show that she had
met the requirements for the sample. The following statistical sample will show that
the sample met the strict rules and that it was randomly selected. All names were

allocated a number and numbers were drawn.
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4.5 Measures of association

Correlation is a single numt  that describes the degree of relationshipt v 1 two
or more variables. The measurement scales used should be at least interval scales,
but other correlation coefficients are available to handle other types ¢ data.
Correlation coefficients can range from -1.00 to +1.00. The value of -1.00 represents
a perfect negative correlation while a value of +1.00 represents a perfect positive
correlation. A value of 0.00 represents a lack of correlation. . nis section will reflect

the relationship between different variables.

if you are a qualified person then the chances are that you will be older with a
correlation of 0.77. According to the criteria, those with an absolute value of 0.6 wili
be considered to show a strong relationship, therefore person’s qualification is the

determinant of whether LED is implemented in municipalities.

If you are a qualified person then the chances are that you will have years of
experience with a correlation of 0.759. According to the criteria, those with an
absolute value of 0.6 will be considered to show a strong relationship, therefore the

person’s qualification has a significant impact on the years of experience he has.

If a person is a certain age then the chances are that the gender will have a
correlation of 0.867, a positive correlation. According to the criteria, those with an
absolute value of 0.6 will be considered to show a strong relationship. The positive

correlation suggests that age of a person has a significant impact on his gender.

If a person is a certain age then his years of experience will have a correlation of
0.99. According to the criteria, those with an absolute value of 0.6 will be considered
to show a strong relationship, this suggests that person of a certain age will be the

determinant of whether LED is implemented in municipalities.

A person with a certain gender will have chances that his years of experience will
have a correlation of 0.867. According to the criteria, those with an absolute value of
0.6 will be considered to show a strong relationship. This suggests that gender of a
person will have a significant impact on his years of experience.
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ne LEo initiatives failure rate and the person’s qualification will have a chance of a

rre” ‘ion of 0.759, a posith  cor ion between the two variables. This implies
that a person’s qualification ha a significant impact on whether the LED initiatives
fail or succeed. According to the criteria, those with an absolute value of 0.6 will be

considered to show a strong relationship.

The LED initiatives Failure and the age of a person, the correlation is 0.87. .ne
positive correlation suggests that the failure rate in LED initiatives has a significant
impact on the age of a person. According to the criteria, those with an absolute value

of 0.6 will be considered to show a strong relationship.

The LED initiatives Failure and Years of experience have a correlation of 0.878. This
suggests that years of experience by LED Officials have a significant impact on LED
initiatives’ failure rate. According to the criteria, those with an absolute value of 0.6

will be considered to show a strong relationship.

The current LED Approach and age of a person have a correlation of 0.65. According
to the criteria, those with an absolute value of 0.6 will be considered to show a strong
relationship, therefore it can then be suggested that the current approach in LED has

a significant impact on the person’s age.

The correlation of the current LED Approach and gender is 0.65. According to the
criteria, those with an absolute value of 0.6 will be considered to show a strong
relationship. The correlation is statistically significant and suggests that the current

LED Approach has a significant impact on the person’s gender.

The number of jobs created in LED and the person’s level of qualification has a
corre ion of 0,682. Accordii _ to the criteria, thos  with an absolute value of 0.6 will
be considered to show a strong relationship, suggesting that there is a significant

impact on the number of jobs created in LED and the person’s level of qualification.
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The number of jobs created in LED and the age of a person has a correlation of
0.913. According ~ the criteria, those with an absolute value of 0.6 will be considered
to show a strong relationship. This suggests that the number of jobs created is the

determinant of whether or not LED implementation takes place in municipalities.

The number of jobs created in LED and the gender of a person has a correlation of
0.766. According to the criteria, those with an absolute value of 0.6 will be considered
to show a strong relationship. This suggests that job creation has a significant impact

on gender of an individual in LED office.

The number of jobs created in LED and the person’s years of experience has a
correlation of 0.899. According to the criteria, those with an absolute value of 0.6 will
be considered to show a strong relationship. This suggests that a person’s years of

experience has a significant impact on the number of jobs that will be created in LED.

The National LED Fund disbandment and a person’s age have a correlation of 0.65.
According to the criteria, those with an absolute value of 0.6 will be considered to
show a strong relationship. This suggests that the National LED Fund disbandment
has a significant impact on the person’s age. Therefore the National LED Fund
disbandment is the determinant of whether respondents are positive or negative

about the implementation of LED in municipalities.

The National LED Fund disbandment and a person’s gender have a correlation of
0.75. According to the criteria, those with an absolute value of 0.6 will be considered
to show a strong relationship. This suggests that the National LED Fund
disbandn 1t has a significant impact on gender. The National LED Fund
Disbandment is the determinant of whether respondents are positive or negative

out the implen  tation of ' =D in municipalities.

The National LED Fund disbandment and a person’s years of experience have a
correlation of 0.65. According to the criteria, those with an absolute value of 0.6 will

be considered to show a strong relationship.
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This suggests that the National LED Fund disbandment has a significant impact on
the person’'s years of experience. The National LED Fund Disbandment is the
de minc... of whether spondents  are positive or ne¢ i ¢ it the

implementation of | ™ in municipalities.

Relationship between Questions

Age and the national ' =D Fund disbandment have a positive correlation of 0.65.
According to the criteria, those with an absolute value of 0.6 will be considered to

show a strong relationship.

This suggests that age of a person has a significant impact on the National LED
Fund disbandment. Age of a person is the determinant of whether respondents are

positive or negative about the implementation of LED initiatives in municipalities.

Gender and the National | D Fund disbandment have as positive correlation of 0.75.
This suggests that a person’s gender has a significant impact on the National LED
Fund disbandment. Gender is the determinant of whether respondents are positive or

negative about the implementation of LED initiatives in municipalities.

Years of Experience and the National LED Fund Disbandment have a positive
correlation of 0.65. Years of experience has a significant impact on the National LED
Fund disbandment. Years of experience is the determinant of whether respondents

are positive or negative about the implementation of LED initiatives in municipalities.

The current LED Approach and the National LED Fund Disbandment have a positive
correlation of 1.00. The current LED Approach has a significant impact on the
National LED Fund disbandment. The current LED approach is the determinant of
whether respondents are positive or negative about the implementatic = of LE.

initiatives in municipalities.



The success of an LED project and the Capital Budget allocation has a positive
correlation of 0.759. The successful LED project has a significant impact on the LED
Capital budget. The successful LED project is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in

municipalities.

The success of an ' ™7 project and the Operational budget has a positive correlation
of 0.95. The successful LED project has a significant impact on the LED Operationai
budget. Successful LED project is the determinant of whether respondents are

positive or negative about the implementation of | =" initiatives in municipalities.

The success of an LED project and the total capital budget allocation has a positive
correlation of 0.63. The successful LED project has a significant impact on the Total
LED Capital budget. Successful LED project is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in

municipalities.

The success of an LED Project and the operational budget allocation has a positive
correlation of 0.63. The successful LED project has a significant impact on the Total
LED Operational budget. Successful LED project is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in

municipalities.

The LED job creation and the disbanding of the National LED Fund have a
correlation of 0.788. The LED Job creation has a significant impact on the National
LED Fund Disbandment. LED Job creation is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in
municipalit ;. The National LED fund knowledge and the capital budget have a

positive correlation off 0.6, . .
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The National LED Fund knowledge has a significant impact on the LED capital
budget. The National LED Fund knowledge is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in
municipalities. The correlation between the National LED Fund _isbandments and
the National LED Fund Disbandment is 1.00. National LED Fund Disbandment is the
determinant of whether respondents are positive or negative about the
implementation of LED initiatives in municipalities. The correlation between the LED
supports is 1.00. LED Support is the determinant of whether respondents are positive
or negative about tt implementation of LED initiatives in municipalities. The
correlation between LED Capital budgets is 1.00. LED Capital budgets are the
determinant of whether respondents are positive or negative about the
implementation of LED initiatives in municipalities. The correlation between the
operational and capital LED budget is 0.79. Operational LED budget is determinant
of whether respondents are positive or negative about the implementation of LED
initiatives in  municipalities. The correlation between the operational and total
operational budget is 1.00.LED Operational budget is determinant of whether
respondents are positive or negative about the implementation of LED initiatives in
municipalities. The correlation between Operational and total capital budget is 0.569.
LED Operational budget is determinant of whether respondents are positive or
negative about the implementation of LED initiatives in municipalities. The correlation
between the Total Operational Budget and Operational Budget allocated is 0.569.
The LED Operational budget is determinant of whether respondents are positive or
negative about the implementation of LED initiatives in municipalities. The correlation
between the total LED capital budget and the LED capital budget is 0.569.Total
Capital budget is the determinant of whether respondents are positive or negative
about the implementation of LED initiatives in municipalities. The correlation between
the total capital budgets is 1.00. Total Capital budget is the determinant of whether
respondents are positive or negative about the implementation of LED initiatives in
municipalities. The correlation between the total operational budgets is 1.00. Total
Operational budget is the determinant of whether respondents are positive or

negatih  about the implementation of LED initiatives in municipalities.
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4.5 Conclusion

In this chapter, the detailed results of the research using statistical methods have
been provided. The use of graphs and statistics has been used to present tt results

of the survey and the data analysis has also been presented.

Tt analysis of the results revealed that there Age; level of qualification; Gender;
Years of experience are not the determinants of whether respondents are positive or

egative about LED implementation succeed in the Siyanda District. On the other
hand, Age, Gender, Years of Experience, Current LED Approach and LED Fund
Disbandment hay  a positive relationship with the National LED Fund Disbandment;
Successful LED project had a positive respond with Capital budget, Operational
budget, Total Capital and Operational budget; National LED Fund Knowledge has a
positive relationship with Capital budget; Capital budget with capital and operational
budget; Operational budget had a positive correlation with both Capital and

Operational budget and total allocation.

The next chapter presents the recommendation categorised in their relevance to
different stakeholders. The aim is to ensure easy understanding of recommendations
in order to add value to existing literature and also identify gaps areas where new or

further research can still be conducted.
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Chapter 5

Conclusion and Recommendations

5.1 Introduction

As discussed in previous chapters, the implementation of Local Economic
Development in municipalities, its approach is difficult for municipalities to implement.
This chapter consolidates the findings of the research, derived through analysis and
interpretation of statistical data, discussed in the previous chapter. The research
questions referring to the failure of LED initiatives, tt disbandment of the National

LED Fund and the minimum budgeting of LED units in different municipalities.

This chapter comprises of a summary of the study, addresses the findings per
research question, provides managerial guidelines for implementing LED in Siyanda
District Municipality and highlights the future research opportunity in this field of
study. Conclusion of the study will be drawn and recommendations will also be

outlined.

5.2 Summary of the study

The research was aimed at investigating the non-performance of LED initiatives in
Siyanda District Municipality with a special reference to Tsantsabane Local
Municipality and find out ways that can enable the LED initiatives to succeed. The
study analysed the non-performance of these LED initiatives through the use of
research questions that focused on the impact that may hinder LED initiatives not to

be implemented.

' hcal Economic Develop  :nt (L D) is one of the fir  Key Performance Areas of the
municipality. This study investigates LED initiatives that Siyanda District Municipality
with special reference to Tsantsabane Local Municipality embark on, the reason to

their failures and how can initiatives be made to suc =d and I sustair |, the
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factors that aggregate these initiatives not to succeed, the failure of the LED fund and

limits set on L =D budgets.

The key government policies and theories are outlined which are assc ated with tl
implementation of Local Economic Development. ..e different LED approaches;
perspectives (International, South African, African) are discussed. The critics of LED

and challenges faced by LED Officials in municipalities are also outlined.

The methods used in this study are quantitative. There major results are that 65% of
respondents agree that LED initiatives fail in municipalities; 75% disagree with tl
current approach government is using in driving LED while the same percentage of

respondents disagree with the disbandment of the LED fund.

As aforementioned LED is a the most critical function of any municipality as it is the
main unit that outline the comparative and competitiveness of the area; it ensures
that investors become attracted to the area and invest there thus resulting in more
job opportunities for the residents of the area; it is the only department that promotes
Small and Medium Enterprises hence it is important that this function is taken

seriously by the decision makers in all spheres of government.

The Local Government Municipal System Act (RSA, 2000) highlights the role or
mandate of Local Economic Development in municipalities, that on the Integrated
Development Plan, Local Economic Development should be a key element and the
pro-poor development strategies are critical in ensuring that there is sustainable

urban development in overcoming the apartheid legacy.

In 1999, the National Government introduced the LED fund in order to assist
municipalities in driving LED and the fund was disbanded. . vough municipalities tried
to drive the LED initiatives, private sector saw it as a municipality’s prerogative and
did not assist.
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5.3 Response to Research Questions

The main findings of this research in relation to the research question will be

discussed.
Why LED initiatives fail in municipalities?

LED projects fail in municipalities especially rural municipalities. It was found in
Chapter 4, Section 4.4 to the response when participants were asked about whether
they had successful LED projects in their municipalities respectively. Out of 40
respondents 65% thought LED projects failed in municipalities and 75% strongly
disagreed with the current approach the government is taking of only for local

government to provide and enabling environment for business to take place.

Nel et al., 2002 and Tomlinson (2003) in Rossouw-Brink (2007) explain that LED
initiatives fails due to a number of reason, that is ; initiatives are politicised thus
hinders development; initiatives seen as projects rather than businesses leading to
most of them to have a life-cycle and LED projects are not sustainable because
beneficiaries of these projects due not take ownership of the projects and often see
it as a municipality project as in most cases they are paid stipends for an initiative
that should be driven by them , therefore they view these projects as grant funding
by government as the approach would be it should benefit women /youth or the
disabled. The approach of giving beneficiaries stipends should change from the
current status quo to then, government/municipalities assisting an individual
lentrepreneur who can take ownership of the business and then employ those that

are not entrepreneurial.

What led to the failure of tt LED Fund?

The downfall of the National LED Fund was discussed in Chapter 2 and Chapter 4,
particiy s v | whether they had knowledge of the fund and do they agre
with the disbanding of it, 87.5 % had knowledge of the LED Fund and 75 %
disagreed with the disbanding of it.
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e LE™ fund according to Atkinson and Ingle in Quan et al. (2006) was discontinued
due to poor monitoring and reporting and it was uncle - wt her LED should adopt

welfarist or an entrepreneurial approach.

The LED fund should not have been disbanded as poor rural municipalities who
solely depends on the equitable share they receive from Department of Finance's
Treasury like Tsantsabane Local Municipality. The fund could have assisted them in
establishing a fully fleshed LED unit; LED strategy would be implemented and
therefore rolling over of key economic sectors would therefore take place as the role
of LED Practitioners is a facilitation role between government and the private sector
for employment opportunities to occur, not to implement project on behalf of the

community.

Where can LED Officials get support without red-tapes?

This was answered in Chapter 2 and Chapter 4 participants were asked whether they
engaged private, public /both or no one when they engaged in LED initiatives and
75% of them responded that they engaged both private and public sector in ensuring
that their L™ initiatives succeeded and remain sustainable though not asked
whether they knew of organisations that can assist them without experiencing

difficulties.

There is numerous support structures that support LED that is the European Union
which focuses on education, sanitation provision and entrenchment of human rights,
South Africa has the Industrial Development Corporation (IDC) which focus on the
creation of busir opportunitic  for investment and the German Agency of German
Federal Governn 1t offering diffe 1t courses for specialists, politicians, executives

(Patterson, 2008) just to mention a few.

Though there are numerous sectors that are established to assist and support LED
initiatives especially in municipalities but the officials are often asked to build a
competitive business case for the municipalities a typical example of the Department

of Trade and Industry's schemes. Municipalities would outsource the exercise and
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use consultants as most of the LED units would only have one official or incompetent
ones with the resources that were not budgeted for initially, but often the funds do not
come due to a poor business case or they wait for longer periods to receive the

outcomes.

Why LED units in municipalities not budgeted for /receive minimum budgets?

Respondents were asked whether their L_J Departments had capital and
operational budgets and 72.5% had capital budget whilst 62.5% had operational
budgets.

Nel et al. (2001) explains that the LED project's numbers are small even though LED
has become a strong feature in development mainly due to inadequate resources

and lack of strategic guidance.

The National Framework on LED (2006-2011) gives guidance on how LED should be
driven and it explains that LED is an unfunded mandate that plays a facilitation role
therefore politician and senior managers in municipalities do not budget for and if
there is a budget is only an operational budget for the salaries, stationery and office
equipment not for capital projects like establishing a factory, for example, due to this

guideline.

5.4 Limitations

This study has been limited to all municipalities that have successful LED initiatives
and was done specifically to rural municipalities that are struggling to implement L0

in their municipalities.
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5.5 Manag¢ ial guidelines

From the results of this study, the following guidelii 5 are git 1 to municipalities that
are ruggling to implen 1t LED, guidelines a given on how to app 1 this in

order to have successful LED Departments running and implementing their mandate:

e Through the use of LED Forums, the current approach of engaging business
sector in the LED Strategies can assist municipalities, and then the current

approach as| ' DPLG Guidelines will make sense.

e The LED Fund can be re-established but not nationally but regionally through

the Development trust that will work closely with the LED Departments.

e Municipalities needs to put more resources on | =" projects that are aligned
with their area’s competitive and comparative advantages, its then that LED

projects they engage in become successful and sustainable.

o Qualified officials should be appointed with a proper understanding of the

subject matter that is developmental economics or planning.

e Municipalities should engage in the process of improving the capacity of the
L7 Unit within municipalities and reconsic -~ the budget (capital and

operational) allocation with regard to LED.

e New policies should be created for the maximum stimulation of economic

revenue through the enforcement of by-laws.

5.6 Future Research

This study contributes various opportunities for further research:

e The effect of Mineral and Petroleum Resource Development Act's Social and
Labour with regard to initiatives imp  nented in the host municipalities:

Success story.

e The investigation of the purpose for the disbandment of the National LED
Fund.

e The impact of Local Economic Development initiatives and employment.
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e local Economic Dev opment, Broad Based Black Socio-_conomic

Empowerment in tt  mine industries.

5.7 Conclusion

It is clear that most officials in the Local and Economic Development units and
departments have challenges that hinder their departmental success and that of their
respective municipalities. The minimal budget allocated for LED initiatives is pathetic
and that function is the most critical and important Key Performance Area in
municipalities that should be curbing employment by attracting investors. The fact
that most respondents disagree with the disbanding of the National LED Fund fully
shows that irrespective of other funding agencies that the government have, the

funds are not accessible to municipalities.
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Appendix B-Table of construction

Research Questions Definition: Implementing L_J in -.yanda District

Research Question Survey wuestions Variable(s) and/or | Statistical
Relationships measured | Tests
Why LED initiatives | 1. . AlLUKkEe OF LED INTIATIVES
fail in
. o , 1.1.  Dichotomous
municipalities? 1.1. Why do you think LED .
o o o variable Yes/No
initiatives fail in municipalities?
1.2. Do you think the current| 1.2. Ordinal variable:
approach, |~ Officials only Strongly Agree,
‘enabling private sector to do Agree, Disagree,
business’ should be taken in Strongly Disagree
driving LED initiatives in
L 1.3. Dichotomous
municipalities?
variable Yes/No
1.3. Do you have a successful LED
project  running at the
1.4. Nominal variable
moment?
‘Engage  Private
1.4. If yes, which measures did you Sector only,
. Engage both Local
use to 1sure its
sustainability? Government  and
Private sector
Engage no one.
1.5.  Ordinal/Nominal
variable
1.5. How many jobs did the project
create?
W |~ the u LE v FAI
the LED Fund?
2.1. Dichotomous variable
21. Do you know about the
i Yes/No
National LED Fund
22. Do you agree with the |22 Ordinal variable:
. ) A R




dlso—a—nomg_o—f the National LED
Fund?

Where can LED
Officials get
support without

red-tapes?

3. LED SUrrURT
3.1. Do you think LED initiatives are
supported by
stakeholders in municipalities
except when they are driven
by Social and Labour Plans
(SLP)?

Strongly Agree, Agree,
Disagree, Strongly
Disagrt

3.1. Ordinal variable:
Strongly Agree, Agree,

other |

Disagree, Strongly
~.sagree

Why LED wunits in
municipalities
budgeted

for/receive

not

minimum budgets?

4. LED BUDGET

41. Do you have a capital budget
for LED?

42. Do you have an operational
budget for LED?

4.3. What is the total capital budget?

4.4. What is the total operational
budget?

Dichotomous Variables:

4.1. Yes/No
4.2. Yes/No
4.3.  <R1million,Between
imillion and  Smillion,
>5milfion.

4.4. <R1million, Between

Tmillion and S5million,

>5million.
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Appendix C

A short disclaimer describing the purpose of tt study

Dear Respondent

I am an employee of United Manganese mine and previously worked at Tsantsabane
Local Municipality as an LE. Officer, at current | am completing the research
component of a Master's in Business Administration (MBA) with the North West

University (NWU-Graduate School of Business and Government Leadership).

Towards this end, | would really appreciate your input in understanding how Local
Economic Development initiatives can be implemented in Siyanda District. | have

attached a questionnaire which will assist me in collating the required data.

May | request for your assistance in the following:
1) Please complete the questionnaire to the best of your ability and;
2) Kindly forward it to other decision makers within your area. For follow-up purpose,

kindly copy me when you forward the questionnaire to colleagues.

The questionnaire will not take more than 15 minutes to fill in. After filling in, please
email your response to: Motabogi.molebogeng@gmail.com. The closing date is the
11™ of April 2011

Thanking you in advance for your contribution in this regard.

Kind ..2gards,

Molebogeng Motabogi

053742 3100
072 406 4280
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FOR OFFICE USE ONLY: Respondent Coc
VOLUNTARY QUESTIONNAIRE FOR LED OFFICIALS
o it _1 alEconc cl re | .(LED) in Siyatr D r .”
Graduate School NWU
Researcher Ms Molebogeng Motabogi

Supervisor: Prof Sam Lubbe

Note to the respondent

e We need your help to understand how LED initiatives can be implemented in
municipalities.

¢ Although we would like you to help us, you do not have to take part in this survey.

o If you do not want to take part, just hand in the blank questionnaire at the end of
the survey session.

e What you say in this questionnaire will remain private and confidential. No one will

be able to trace your opinions back to you as a person.

The questionnaire as four parts:
Part 1 asks permission to use your responses for academic research.
Part 2 asks general personal particulars like your age, gender and home language.

Part 3 asks about self-plagiarism.

How to complete the questionnaire
1. Please answer the questions as truthfully as you can. Also, please be sure to
read and follow the directions for each part. If you do not follow the directions,

it will make it harder for us to do our project.

2. We are only asking you about things that you and your fellow researchers
should feel comfortable telling us about. If you don't feel comfortable
answering a question, you can indicate that you do not want to answer it. For

thos questions that you do answer, your responses will be kept confidential.

3. You can mark each response by making a tick or a cross, or encircling each
appropriate response with a PEN (not a pencil), or by f ng in the required
words or numbers.

Thank you very much for filling in this questionnaire.
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1 more than 50

How many years of service do you
have in your current LED post
00 1-5 years

i 6-10 years
I 11-15 years
I More than 16 years

Do you know about the National LED Fund?
| Yes
I No

| work for

0 Provincial Government
O Local Government

01 Private Sector

00 Community member

Do you agree with the disbanding of the National
LED Fund?

I | Strongly Agree

I | Agree

| | Disagree

I 1 Strongly Disagree

| Do you have a capital budget for LED?

Do you think LED initiatives are supported by other
stakeholders in municipalities except when they are
driven by Social and Labour Plans (SLP)?

I | Strongly Agree

| 1 Agree

I | Disagree

I | Strongly Disagree

I Yes
I No

Do you have an operational budget for LED?

Yes
i No
What is the total capital budget?
I <R1million

Between 1million and 5million

>5million

Wnau s the total operauonal budget?
I <R1million
| Between 1million and 5million

| >5million
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A ‘Thank you’ Note

~ 2ar Respondent

Please accept my compliments for the supportive role you played in filling out the

questionnaire.

I would like to thank you for the insight and commentary you provided. | will be using
the data from the survey to make recommendations on the implementation of Local
Economic Development initiatives in the Siyanda District.

Thanks again for giving your time.

Kind Regards,

Molebogeng Motabogi

053742 3100
072 406 4280
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Table 4.2 Correlation
Qu7 |1 Qu8 | Quo Qu10 Qu11 | Qu12
Qualification  Correlation | .333° [-082 [-355 |[-444" |- -
Coefficient 562" | 562"
Sig. (2-]1.031 |.606 |.021 003 000 {.000
tailed)
N 42 42 42 42 42 42
Age Correlation | .650" [ .000 [-693" |-867" |- -
Coefficient 7387 (.738"
Sig. (2-].000 {1.000|.000 .000 .000 |.000
tailed)
N 42 42 42 42 42 42
Gender Correlation | 750" | 125 [-799" |-twuu |- |-
Coefficient 569" | 569"
Sig. (2-§.000 |.430 |.000 .000 |.000
tailed)
N 42 42 42 42 42 42
Years Correlation | 650" | .006 |-693 |-867 |- -
Coefficient 723" | 723"
Sig. (2-] 000 {.968 |.000 .000 000 |.000
tailed)
N 42 42 42 42 42 42
Qu1 Correlation | 439" |-108 |-.467" }-585" |- -
Coefficient 7407 | 740"
Sig. (2-] 004 | .497 |.002 .000 .000 |.000
N 42 42 42 42 42 42
Qu2 Correlation | 1.000 | 538" |-vos [-750" |-251 [-251
Coefficient {~

110




Sig. (2- .000 |.000 .000 109 |.109

tailed)

N 42 42 42 42 42
EUJ woliegiauon § - -.054 | 759" 950 ooy 1.630°

Coefficient | 713"

Sig. (2-}.000 |.735 |.000 .000 .000 |.000

tailed)

N 42 42 42 42 42 42
Qu4 Correlation | .000 |.291 }.000 .000 .000 |.000

Coefficient

Sig. (2-f1.000{.062 [1.000 |1.000 |1.000]1.000

tailed)

N 42 42 42 42 42 42
Qu5 Correlation | 788" | 189 |-778" |[-7o0 |- -

Coefficient 629" | 629"

Sig. (2-].000 |.232 |.000 .000 .000 |.000

taited)

N 42 42 42 42 42 42
“wuo Correlation | - ; 617" | 493" |.165 |.165

Coefficient | 658" | 572"

Sig. (2-].000 |.000 |.000 .001 296 |.296

tailed)

N 42 42 42 42 42 42
Qu7 Correlation | 1.000 | 538" [-.938" |-750" |-251 |-.251

Coefficient

Sig. (2- .000 |.000 .000 109 |.109

tailed)

N 42 42 42 42 42 42
Qus Co ition | 538" | 1.000|-.444" |[-125 |.376 |[.376

Coefficient

Sig. (2-1.000 .003 430 014 |.014

tailed)

N 42 42 42 42 42 42
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—
1.0uu

wu9 Correlation | - - 1YY 31y 1 .019

Coefficient {.938" [ .444”

Sig. (2-1.000 |.003 .000 .040 |[.040

tailed)

N 42 42 42 42 42 42
Qu10 Correlation | - -125 [.799" |1.000 |.569" |.569"

Coefficient | .750"

Sig. (2-1.000 |.430 |.000 .000 |.000

tailed)

N 42 42 42 42 42 42
Qu11 Correlation {-.251 |.376 |.319 569" | 1.000 | 1.000

Coefficient N

Sig. (2-1.109 |.014 |.040 .000

tailed)

N 42 42 42 42 42 42
Qu12 Correlation | -.251 |.376 | .319° 569" | 1.000 | 1.000

Coefficient N

Sig. (2-1.109 |.014 |.040 .000

tailed)

N 42 42 42 42 42 42
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