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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, iichg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalizatigh and
which has now been widely adopted by the internaticcommunity. The integrated
approach to do this was further reaffirmed by th&®Resolution concerning the recurrent
discussion on employmeént

In order to support member States and the soci#thgra to reach this goal, the ILO
pursues a Decent Work Agenda which comprises faterrielated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiamsl elaborations of this integrated
approach and related challenges are containednuanger of key documents: in those
explaining the concept of decent wdrkn the Employment Policy Convention, 1964
(No. 122), in the Global Employment Agenda and,applied to crisis response, in the
Global Jobs Pact adopted by the 2009 ILC in ther@ath of the 2008 global economic
crisis.

The Employment Sector is fully engaged in suppgrtauntries placing employment
at the centre of their economic and social polidising these complementary frameworks,
and is doing so through a large range of techrsiospport and capacity building activities,
policy advisory services and policy research. Ast pd its research and publications
programme, the Employment Sector promotes knowlgggeration around key policy
issues and topics conforming to the core elemeintiseoGlobal Employment Agenda and
the Decent Work Agenda. The Sector's publicatiomsisist of books, monographs,
working papers, employment reports and policy bfief

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

)
bt

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmthload/dg_announce_en.pdf

2 See http://www.ilo.org/public/libdoc/ilo/2010/1809_108_engl.pdf

3 See the successive Reports of the Director-Getethe International Labour Conferen&ecent work
(1999);Reducing the decent work deficit: A global challe(®2p01); Working out of povertf2003).

* See http://www.ilo.org/employment.



Foreword

Since the end of the 1990s, the Cities Alliancegl @n consortium of several
multilateral and bilateral development agencies, digen priority to the strengthening of
cities and metropolitan areas through concertedrtsfftowards the scaling up of slum
upgrading policies and the participatory elaborgtionplementation and evaluation of
City Development Strategies. At the same time, ILi@ has triggered a comprehensive
and international agenda aimed at the creationdéssmination of decent work. Briefly,
the objective of this agenda is to create work amgployment with sufficient and fair
remuneration, social protection, workers’ rightsl @ocial dialogue. The ILO has not only
stimulated the dissemination of national agenddshhe also increasingly made progress
in mobilizing local stakeholders from the privatedgpublic sectors around the articulation
of local agendas for Decent Work.

The underlying research project was aimed at ekgjahe potential of linking the
agenda for Decent Work with the City Developmentategies. In that sense, the ILO
produced a research paper looking at employmemh@tion in cities around the world, a
Policy Paper which shows the conclusions of thigeaech and three case studies (from
Brazil, the Philippines and South Africa). Threseastudies analyzed in greater depth the
limits and potentials of increasing the synergiesMeen City Development Strategies and
the agenda for local Decent Work and evaluated rtfwee structural strengths and
weaknesses of this approach, considering natiegalatory and policy frameworks.

As such, the underlying paper is focused on anuatian of two South African
cities, one large metropolitan city and a secondaty. The case studies are on the
eThekwini Metropolitan Municipality, with its admistrative center in the city of Durban
and the Msunduzi Local Municipality, with its adnstrative center in
PietermaritzburgThe report draws on the experiences of the twoscaseeflect upon the
issues that might deserve attention in any effotirtng employment matters to the center
of thinking on urban development agendas.

Terje Tessem Azita Berar- Awad
Chief, Director
Employment Intensive Employment Policy Department

Investment Programme

® In both cases, the place name of the major uretitrement, Durban and Pietermaritzburg, as well
as the names of the municipal entities, eThekwidl Msunduzi, are used in the discussion. The
term ‘municipality’ generally refers to the locab\ernment administrative and political entity. The
term ‘city’ more is used to describe the geograsipiace.
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1. Introduction

In recent decades, processes of urbanization ielogwng countries have generated
unprecedented growth in urban settlements; thidbbas accompanied by the increasing
concentration of economic activity in major urbagttlements. However, levels of
employment in many developing countries remain levith high concentrations of
unemployed, underemployed and informally employedpte in the major cities. In the
bulk of African countries, formal employment in rogjcities makes up only a small
proportion of total employment, with the bulk ofoeomically active people sourcing
income through informal employment. South Africaities are characterized by
relatively high levels of formal employment—in affridan context—but are still facing
major challenges, with high levels of unemploymantl significant numbers of people
earning meager incomes through informal econontivities. This report examines the
context in which municipal governments, and othakeholders, consider their roles
with respect to employment matters and also previtEme detailed insights into two
South African cities, one large metropolitan citydea secondary city. The report draws
on the experiences of the two cases to reflect tippmssues that might deserve attention
in any effort to bring employment matters to thatee of thinking on urban development
agendas.

2. Methodological note

The report has, as its core, two case studiesseltvere selected to profile a large
metropolitan city and a secondary city, in ordertrp and get a sense of different
experiences and issues that might face differeidgsciThe research process involved
conducting a series of interviews with municipdiiaéls, as well as with a handful of
other local information sources (chambers of conogmeNGOs, etc.). In most of the
cases face-to-face interviews were conducted, hekyav some instances the interaction
occurred through telephone conversations or e-ragdhanges. A wide range of
documentation was also examined at the local atidnae levels. This was supported by
some limited interaction with staff at the Southrigédin Local Government Association
(SALGA) and South African Cities Network (SACN).

Limitations included the lack of access to monitgriand evaluation material on
initiatives, the lack of availability of relevant umicipal officials and some
documentation gaps on relevant initiatives.



3. The national policy framework with a focus
on employment

Since the country’s first democratic elections 994, South Africa has experienced
a number of policy shifts. In the immediate po384 period, the government adopted
the Reconstruction and Development Plan (RDP), lwhad as its focus the mobilization
of public resources; in order to meet the basiadsad the majority of citizens denied
such access under Apartheid. It was expectedthigmmobilization of fiscal resources
would raise employment both directly and indirectigey programs related to the RDP
were initiated in fields such as housing, eleatsifion and water provision. However, by
1996, the government had chosen to curtail theestfadome of the commitments and to
extend the delivery periods of others in an effofimit public borrowing and reduce the
perceived crowding out of private investment. Alsidg the RDP, the Government
adopted the Growth, Employment and Redistributimatsgy (GEAR), which set out a
platform for a monetarist, macro-economic policgtsyn and proposed opening up the
economy through exchange rate reforms and tradealibation. It was envisaged that a
private sector response to this would result imvgmg private investment (including
foreign direct investment), rising exports and gbation. During this same period, the
government also sought to comprehensively overladnar legislation in the country, in
order to extend the rights of workers and the sysié collective bargaining beyond the
patchwork system of the Apartheid government. Thpsacesses were aimed at
eradicating the exploitation of black workers thaid been intrinsic to the Apartheid
system. In addition to this, a national policy bpation entity was created in the form
of the National Economic Development and Labouri8dry Council (NEDLAC), with
representation from private sector groups, as agelabor organizations.

Despite a degree of optimism on the part of theeguwent about the scope to yield
employment gains, these were limited as, during pleiriod, the economy grew at rates
below three percent and unemployment figures coatnto rise despite some limited
growth in employment. Factors thought to have dbuated to this included global
instability related to the Asian financial crisi$ 997, major job losses arising from
inability of local producers to survive increasilegels of imported competition and the
lack of domestic fixed investment (public and ptéjaln the late 1990s and early 2000s,
the economy showed signs of recovery, with econgmoeth rates breaking through the
three percent level and the first tentative sigha ceduction in unemployment figures.
This was accompanied by a commitment from govermriemitiate a major expansion
in public investment, primarily in transport inftagcture, and was also driven by the
global boom in commodity prices. This period wasoabne in which a number of
economic summits were called through NEDLAC. Thesee aimed at resolving some
of the tensions between stakeholders such as theiseeen labor and government over
the GEAR program. The summits also sought, at dzgdnlabor's request, to place
employment creation at the center of governmentypolt was through these processes
that a series of national initiatives such as them@unity Based Public Works
Programme were born. By the year 2000, increasiegspire was being exerted on all
national government departments to utilize theftuence to support accelerated job
creation.

Such initiatives were supported by expanded fisoahmitments in two key areas.
The first of these was an expansion of the sociahtgsystem, including a partial
overhaul of the Unemployment Insurance Fund angbtbmulgation of minimum wages
in a number of employment fields (such as agricaltworkers and domestic workers).
However, probably the most significant change weasimtroduction of a Child Support



Grant that was ultimately expanded to qualifyingegavers with children under the age
of fourteen. The second key area was increaslagaions to municipalities, in order to
fund infrastructure, housing and service expansi@nan accelerated rate. As these
evolved, a commitment was made to the national Bdgd Public Works Programme
(EPWP) by which government sought to secure grdatels of public works projects
through initiatives driven through a specializediorsal EPWP office and implemented,
to a large degree, at the local level.

In 2004, the Presidency announced the Acceleratede8 Growth Initiative of
South Africa (AsgiSA). AsgiSA sought to mobilizeardinated government action and
investment to enable the economy to reach growttldeabove seven percent, which was
seen to be core to the commitments to halve unemaot by 2014. Further public
commitments were made towards parastatals to isergansport infrastructure, seen to
be critical to the country’s ability to access neskfor its exports and reduce the costs of
doing business. During this time, the Presidensy mitiated processes to develop what
was called a Second Economy Strategy, with a pdaticfocus on improving the
economic prospects of households and individuals wkre deemed to be marginalized,
in one way or another, from mainstream economicegsses. Included in these figures
were the millions of informally employed. Critipginted out that some caution needed
to be exercised in defining a significant portidntloe labor market as operating in a
‘second economy’ and suggested that the interctiomscbetween formal and informal
economic processes needed to be taken into acc@ritics also made the point that in
some cases, marginalization was the result of pdidlures in the so-called “first
economy” such as those related to the market pewercises by dominant firms over
production, distribution and the sale of certaimdurcts. A draft Second Economy
Strategy is being circulated through various chenfar consideration after the 2009
national elections alongside an Anti-poverty Sggte

In 2008, South Africa’'s ruling party, the Africanabbnal Congress (ANC),
experienced some considerable internal turmoilltieguin the early stepping down of
President Mbeki and his replacement, on an intbasis, by President Montlante in the
process leading up to the 2009 elections. The AN@hdidate for President in the 2009
elections is Jacob Zuma who has expressed an eagefior government to yield much
larger impacts in its programs to reduce unemploym@rising from this stronger
message, commitments are already being made towerds is being referred to as
‘EPWP 2, a doubling in scale and deepening of iobyd the existing Expanded Public
Works Program. Here, is it hoped that close tedhmillion work opportunities can be
generated, the periods of exposure to work incoeasd forms of training in such work
exposure be improved substantially. Alongside tfep@sed expansion of other areas of
social grants it is also proposed that some formwofk-seekers’ allowance be
considered for those unemployed people who do wmelifg for the Unemployment
Insurance Fund payments. In some areas implememtds already moved to the pilot
phase, for example in the testing of a work guasuscheme as proposed in the Second
Economy Strategy Project. However, the precisaraabf the full commitments to be
made is only likely to be revealed during the ceuws2009 and will be concretized only
after the 2009 elections. Nonetheless, it is ingurto note that a number of these
intentions have already been captured in the govent's Medium Term Budget Policy
Statement released in October 2008, which refléesbroad trend of supporting the
emerging commitments.

Also worth some consideration are the policy frames of the Department of
Trade and Industry (DTI). In 2007, the DTI laundhee new phase of industrial policy
with the publication of the National Industrial Ryl Framework (NIPF) and the related



Industrial Policy Action Plan (IPAP) (Department ®fade and Industry, 2007a &
2007c). These documents tended to seek to advanog of the key aspects of the
previous Integrated Manufacturing Strategy but idied four sectors of the economy
that would receive priority attention for their paotial to drive the growth and
employment objectives of National Government's Aerated and Shared Growth
Initiative of South Africa (AsgiSA). The NIPF saiat a vision, with the following focus
areas: diversification away from traditional comntpdand non-tradable services; a
move towards knowledge-intensive industrializatitme promotion of labor absorbing
productive activities; the promotion of greaterdisvof empowerment of marginalized
groups and marginalized regions; and contributmm¢he development of the continent.
There is little in these frameworks for sub-natiosaces to meaningfully hook into,
beyond the rare mention of issues related to aleasded of economic activity.

The Industrial Policy Action Plan (IPAP) does éttinore than the NIPF in setting
out a coherent picture of how effective industpalicy interventions can be crafted in
distinct and rooted ways at the sub-national leudbwever, the DTI has also, of late,
proposed the implementation of a Regional Induddé&velopment Strategy (RIDS) with
a distinct sub-national focus (Department of Traohe Industry, 2007b). The RIDS
policy is the DTI's attempt to respond to calls feupporting forms of industrial
development in impoverished areas of the countiig.éxpected that, in its first instance,
the RIDS program will allow for some measure ofastructure and institutional support
upgrading for a number of the declining industeatates created under the Apartheid
government’'s decentralization strategy and a handffi medium-scale towns
characterized by some level of industrial productilb is also notable that the DTI has
begun to display a much greater interest in theeigs local economic development in
that it has also begun to explore more innovativen§ of localized strategy responses to
economic challenges. The DTI sees these activasesontributing to greater levels of
responsiveness to social conditions, where othmgrams might have driving economic
competitiveness as their focus.

Beyond the national sphere, each of the nine poagnare also encouraged to
produce Provincial Growth and Development StrategieGDS) aimed at guiding
provincial governments in their actions and engurin measure of alignment with
national goals and targets. Not all provinces haweent PGDS documents but those
that are available tend to identify employment dmgles as core to the agendas of these
provincial governments. It is generally the cas# firovinces see themselves impacting
on employment through supporting local economicettgyment, strategic infrastructure
projects, skills development and public-works tywegrams in areas in which they are
involved in commission capital projects or proviglvarious types of services.

4. Locating the case studies in the South
African urban context

Apartheid policies have left a legacy of economaxial and social scars right
across South Africa’s urban landscape. By denyights of citizenship, ownership of
fixed assets and through the often violent repoessif forms of social and economic
organization, these policies sought to marginalitack South Africans from the
opportunities that an urban existence might otteewhave offered. The collapse of
Apartheid-based controls on urbanization in thee 1d49980s led to increases in



urbanization and burgeoning informal settlementis Tsection seeks to provide
information pertaining to the urban developmentternin South Africa. It presents a
brief sketch of institutional and policy issuesyad| as the key trends that are relevant in
understanding the case studies that follows.

4.1. Institutional and policy issues

Two key thrusts have informed government policy hwitegard to urban
development since the 1994 democratic election® fitst of these has been the
commitment to providing services to meet the basieds of people as outlined initially
in the RDP. The second key element has been thedswable emphasis placed on the
need to transform the structures and systems theg wnderpinning local government.
Not only was there a need to recast the fragmended-based spaces into new
democratic urban spaces but the powers and fuiscabiocal government also needed
to be reconstituted. The South African Constitutieoognized local government as the
third sphere of government, with its own powers dndctions enshrined in the
Constitution. This was followed by Local GovernmeStructures and Systems Acts,
which sought to define the types of municipalitesl their mode of operation alongside
a commitment in policy to ‘developmental’ local gomment. By late 1999, the process
of recasting local government had entered whatwiesged as its final stage, with basic
service delivery and housing programs capturing libhtk of local government and
national government attention.

The Department of Provincial and Local Governmemtdpced Urban and Rural
Development Frameworks in 1996, in order to providicy guidelines for the
development of urban and rural areas, especiallly wigard to infrastructure, housing
and local economic development. These framewasksised on integration, poverty
alleviation, redressing past imbalances throughgiaatory planning, and protecting the
environment for future generations (du Plessis &ilig 2001). The frameworks aimed
to promote urban reconstruction and developmerguide development policies and to
steer them towards the achievement of a colleatisi®n. The intended results of the
frameworks were that by 2020, South African urbattlements will be:

= Spatially and socio-economically integrated, nogrsgated, free of racial and gender
discrimination, enabling people to make residerdaiad employment choices to pursue
their ideals.

= Centers of economic, environmental and social dppdy where people can live and
work in safety and peace.

= Centers of vibrant urban governance, managed bydetic, efficient, sustainable and
accountable metropolitan and local governmentdasecco-operation with civil society
and geared towards innovative community-led devaton.

= Environmentally sustainable, marked by a baland¢erdmn a quality built environment
and open space; and between consumption needseaadable and non-renewable
resources. Sustainable development meets the needbe present while not
compromising the needs of future generations.

= Planned for in a highly participative fashion thatomotes the integration and
sustainability of urban environments.

= Marked by housing, infrastructure and effectivevimers for households and business as
the basis for an equitable standard of living.

= Integrated industrial, commercial, residential,omfation and educational centers,
which provide easy access to a range of urban ressu

= [Areas which provide much] greater access for rpegple to government support and
information and to commercial services, with a miagical spatial network of towns,
services, roads and transport systems servingrbatket traders and customers.



[Areas which provide close] availability of watesanitation and fuel sources, giving
everyone more time for economic productivity andtdyehealth.” (Department of
Housing, 1997)

However, in the midst of the local government mastiring, the key focus
remained the provision of housing and deliveringidaservices. The provision of
national level grants to municipalities prioritizedrvice expansion activities almost to
the exclusion of anything else. During this periodinicipalities raised national access
levels to electricity to over eighty percent anddeaubstantial progress in ensuring that
most households had some access to potable WaRalicy frameworks that guided
these processes, such as the Local Government \Whjger and the Housing White
Paper, created a platform for the alignment ofgees. However, it is notable, with
respect to local government, that despite a retiognof the employment challenge in
such frameworks, there was little in the way of lekdpcommitment to engineer major
program responses or even to suggest how employmagt be enhanced in other
programs (Robbins and Aiello, 2005).

Perhaps one area in which such a policy framewods winore explicit on
employment creation has been the national DepattnogénProvincial and Local
Government’s efforts to draw up a local economicvettgpment (LED) policy
framework. This went through a number of rounds$ esiminated in the production of a
document in 2007. Early versions, at various stagfetheir development, identified a
relatively interventionist role for the local state facilitating both economic
development and job creation (Bond, 2003). Howetver “Stimulating and developing
sustainable local economies” framework documenguale municipal LED practice
produced by the DPLG in 2006, echoes the sentimeintse White Paper on Local
Government (DPLG, 1998) in arguing: “Local Govermtnis not directly responsible for
creating jobs. Rather, it is responsible for tgkattive steps to ensure that the overall
economic and social conditions of the locality amenducive to the creation of
employment opportunities” (DPLG, 2006: 9). It istemorthy in the South African
context that section 152.1c of the constitutionnidees one of the roles of local
governments as to,pfomote social and economic development” (Republic of Sout
Africa Constitution as quested in DPLG, 2006).

The DPLG (2006) also makes reference to the Ndti@matial Development
Perspective, updated by the Presidency in 20061drNSDP it is suggested that in the
past, public investment choices have lacked a d@egfeocus and it suggests that in
future, “government investment across the spacenceoy must be guided by the
principles contained in the National Spatial Depetent Perspective (NSDP). This
means that whilst investment in basic infrastruetand services should occur across the
board, when it comes to economic fixed capital ftion, limited resources should be
applied strategically and investment should go iateas that will yield the highest
impact in terms of economic output, employment io@aand poverty reduction.”
(DPLG, 2006: 12). A key motivation behind the NSBBmework is that the major
urban areas are offering considerable economicnpateeven as they are increasingly
becoming the sites of major concentrations of pigvand unemployment.

®In 1996, 62% of all households had a minimum axdeswater and this had risen to 88% in
2007. In 1996, 58% of households had access ttrieigy for lighting and by 2007, this figure
has risen to 80%. (The Presidency of South Afi2€88, 21).
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4.2. Urban development trends

“South Africa’s urban areas make up sixteen peroéthe country’s land area, are
hosts to ninety-four percent of economic activigcommodate seventy percent of the
population and are home to sixty percent of Soutic&'s poor.”

The 2006 State of the Cities Report (South AfriCatnes Network, 2006) provides
a comprehensive insight into South Africa’s maibaur regions and the challenges they
face® All of South Africa’s cities share a common hist@f Apartheid segregation,
structural and spatial inequality and the relatdise disparities between communities.
This can still be seen in figures reflecting coiadis in South Africa’s cities today.

South Africa has five cities with a population obra than one million people. Of
these, the largest three, Cape Town, Durban arehdelsburg, have populations of more
than three million. Official figures put the poptibn growth rate of the nine largest
cities at around 1.92% since the mid 1990s, whéchigher than the population growth
rate for the country as a whole (SACN, 2006: 3-2).

" A recent (unpublished) study, conducted by ther@difor Scientific and Industrial Research
and commissioned by the Presidency of South Afrigached the following conclusions on urban
South Africa. (Own notes of CSIR presentation atutBoAfrican Cities Network Urban
Conference, Durban, 2-3 December 2008.)

8 For those seeking deeper discussion of thesesréndecommended that the full SACN report
be accessed atww.sacities.net This section seeks only to highlight some ok#éelements to
inform the discussion.
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Figure 1. Population estimates for South Africa’s largest cities 1996 and 2005
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Source: Own calculations from 1996 Census and SACN (2006) data.

In order to gain a picture of economic performaotthe cities, it is worth taking a
look at growth rates for the nine largest citiddhe figure below provides a comparison
of average growth rates for the two periods 1998126nd 2001-2004. It is clear that the
more recent period has, for almost all of the sjtibeen one of improved growth
performance, with the bulk of the cities growing atfaster rate than the national
economy during the same period. Average growtbsrat these cities rose to around
five percent for the period 2004-2007.
Msunduzi/Pietermaritzburg and eThekwini/Durban,hbshowed an increase from one

period to the next.

The twoecasudy cities in this report,

Figure 2. Average rates of Gross Value Added growth in the periods 1996-2001 and 2001-2004
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12




What then has this all meant in terms of performreaamound employment? During
the period 1996-2004, each of the nine cities destnated some level of employment
growth (see Figure 3). However, these rates ofvtirchave been deemed by most
observers to be well below what is required, caeréigy the high levels of
unemployment that characterize South Africa as alevh According to Quantec data
cited by the SACN (2006), unemployment rates in riiree cities declined from 28.2
percent in 2001 to 26.7 percent in 2004. In 200&as estimated that 44.5 percent of
national unemployment was concentrated in the egisnhine largest cities (SACN,
2006: 3-17).

Figure 3. Annual employment growth 1996-2004 in South Africa’s nine cities
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Source: own calculations from SACN, 2006.

Figure 4.2005 Unemployment rates in South Africa’s nine largest cities
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The combination of weak employment growth and higlemployment has seen
relatively high levels of informal economic activiin South African cities. Levels of
informal employment are presented in Figure 5 (pgland reflect a steady increase in
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total numbers as formal employment is not ablebwoeb new labor market entrants or
offer sustained formal employment for those presipemployed.

Figure 5. Informal employment in South Africa and in nine largest cities 1996, 2001, 2004
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Source: own calculations from Quantec data in SACN, 2006: 3-18.

5. Case studies: approaches to employment in
two South African cities

The two case studies that follow provide a contenagoinsight into the nature of
the municipal response to employment challenge#) @&ispecific focus on activities
around local economic development. The case suatie the eThekwini Metropolitan
Municipality, with its administrative center in tiogty of Durban and the Msunduzi Local
Municipality, with its administrative center in Réemaritzburg’

° In both cases, the place name of the major urktttesient, Durban and Pietermaritzburg, as
well as the names of the municipal entities, eThekand Msunduzi, are used in the discussion.
The term ‘municipality’ generally refers to the &cgovernment administrative and political
entity. The term ‘city’ more is used to describhe jeographic space.
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Figure 6. Map showing location of Durban and Pietermaritzburg in KwaZulu-Natal Province
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5.1. eThekwini Municipality (EM) and the Durban
Metropolitan Area (DMA)

The greater Durban area is located on South Afiea’st coast, in the province of
KwaZulu-Natal (KZN). The city has the second latgpeopulation of any of South
Africa’s cities, while KZN is the country’s most palous province. The city, as with
South Africa’s other major urban centers, is chiardmed by high levels of poverty and
inequality, with unemployment rates, for the bufkilte last decade, being above thirty
percent. The formal economy is characterized bgtrang focus on traditional
manufacturing but has increasingly seen a shiffetwices. A significant proportion of
the population is making a living from the informattivities that have increasingly
become a feature of urban life as the processhainization has accelerated.
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5.1.1. Municipal context and institutional profile

The eThekwini Municipality is a metropolitan locebuncil under South African
local government legislation (Municipal Structussst, 2000). This provides the elected
council and municipal authority with a considerafiégree of autonomy in formulating
and initiating development-related interventionsheTeThekwini Municipality was
formally constituted as a new local governmentterdfter the 2000 local government
elections. Its creation was the culmination of acpss of local government restructuring
that saw in excess of fifty different Apartheid-dozal government structures in the
Durban Metropolitan Area being brought into a sengietropolitan administration with a
single elected council. Today, the eThekwini Mupdadity employs in the region of
20,000 staff and in the 2008/2009 budget year, dadtal budget of R23.4 billidh
comprising R5.9 billion in capital projects and R 7billion in operating spend
(eThekwini Municipality, 2008).

The past decade or more of evolving democratid lga@ernment in South Africa’s
cities has occurred in a context of significant dadreaching economic change. The
impact of these reforms, together with the legacgmartheid, on cities such as Durban
has been enormous. Not only have democratic lgoakernments inherited local
economies with among the highest levels of inetualithe world, in which the bulk of
residents still live in conditions of unrelentingyerty, they have also seen the structure
of their key economic sectors shift rapidly as assmuence of domestic and global
policy adjustments (SACN, 2004). During the 199Dsirban’s economy grew at a
relatively meager 2.3 percent compared with 4.5qrfor Johannesburg (SACN, 2004:
50). Only since 2001, has Durban’s growth perforoearcaught up and surpassed
national GDP growth, growing at 4.2 percent betw2@dl and 2002 and rising to 5.3
percent in 2006. This lagged growth performancebmaattributed to Durban’s relatively
high proportion of traditional manufacturing andrguoodity oriented sectors—such as
clothing, textiles, footwear, and the primary pregiag of pulp and sugar)—many of
which suffered heavily because of the opening uthefeconomy, the related increases
in competition and the weak commodity prices duthig period (Morriset al, 2002).

Between 1993 and 1999, the two largest contributorsanufacturing employment,
namely textiles and clothing, had negative growdhels of -2.97 percent and -1.39
percent respectively, with employment in these@sachalving during the same period
(Durban Metro Economic Development Department, 200he changing sectoral
character of the Durban economy is particularlyiceatble when looking at formal
employment. Where absolute growth in formal emplegtnhas occurred, it has been
most significant in service activities (Robbins,080 However, it is the high rate of
unemployment that has been the most striking aspletztbor market performance in
South Africa over the past few years, and thidgs &rue for Durban, as can be seen in
the figures (7a and 7b) below. Although new jobgehbeen created and the absolute
level of the formally employed has increased inergcyears, this limited growth has
been overshadowed by sustained high levels of ulsgment witnessed not only in the

19 Around US $2.34 billion at November 2008 excharages.
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data, but also in the growing number of people newp to informal activities for
survival.

Figure 7a. eThekwini, KZN, SA share of national employed (2000-2006)
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Source: own calculations from eThekwini Municipality provided data.

Figure 7b. Percentages of SA, KZN and eThekwini economically active populations unemployed (2000-
2006); broad definition
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In looking at Durban’s economy, it is also esséntaexamine the economic state
of households and individuals, as it is at thisldhat the manner in which the citizens’
experience of the economy is most revealed: “Adogrdo the Global Insight Database
the number of people living in extreme poverty (@ediving on less then $1 a day) in
the EMA has increased from 132,297 in 2001 to 149,0n 2006.” (eThekwini
Municipality, 2008a: 8) Alongside this, an analysfs2001 census figures reveals that
the growth in informal settlement households raeenf5.10 percent in 1996 to 13.74
percent of total households in 2001, and also tt@athumber of households registering
zero income grew by 152 percent (SACN, 2004). Whilblic interventions have had a
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positive impact on the local Human Development in@éDI), poverty persists and, for
the poorest of the poor, is becoming more extreGasdle & Thurlow, 1999; Robbins,
2005). Related figures, drawn by Global InsightrirStats SA figures, showed that the
proportion of eThekwini households living in powehad increased from 27.2 percent in
1996 to 29.2 percent in 2003 and during the sam@odethe GINI coefficient
(measuring inequality) had increased from 0.56.5@ QRobbins, 2005).

These limited reflections on Durban’s economy paintomplex and challenging
picture. It is one in which there has been comaitle economic upheaval and in which
mainstream economic change in a small open econieniikely to continue to be
something of a roller coaster ride. In this enwirent household patterns have changed,
urbanization processes continue to put pressurth@rcity and conditions of poverty
remain the daily experience for almost half thézeits. Developing policy in such a
context is no easy task, and converting this tommgdul implementation is equally
daunting. The following sections seek to give s@@ese of local government responses
in this context and to examine the intent behintected economic development
responses to these circumstances.

5.1.2. City strategy and employment creation

The EM has previously, and continues in its moseme strategy documents, to
identify economic development challenges as the obrits strategic approach. This is
reflected in core strategic documents such as trg Term Development Framework
(eThekwini Municipality, 2001) and the Integratedv@lopment Plan: 2010 and Beyond
(eThekwini Municipality, 2007). The Long Term Despment Framework identified
three key strategic focus areas for the municipalittontributing to the sustainability of
the city: 1) meeting basic needs; 2) strengthettiageconomy; and 3) building skills and
technology. In this document it is stated: “Builgiincreased prosperity of all citizens,
sustainable job creation and a better distribuobmwealth is central to the [municipal]
challenge. To put the city at a level with com/idgaemerging middle income countries,
a job growth rate of 3% per annum is required. riéarfiy will therefore be to strengthen
those sectors of the economy with the most grovatergial in both jobs and income
terms” (eThekwini Municipality, 2001: 10).

In the Integrated Development Plan (eThekwini Mipatity, 2007a) eight central
challenges are outlined:

Low economic growth and high rate of unemployment.

Access to basic household and community servicesptomal.

Relatively high levels of poverty.

Low levels of literacy and skills development.

Sick and dying population affected by HIV/AIDS.

Exposure to unacceptably high levels of crime askl r

Many development practices still unsustainable.

Ineffectiveness and inefficiency of inward-lookitogal government still prevalent in
the municipality.

The municipality’s vision states: “By 2020, eThekwiMunicipality will be
Africa’s most caring and livable city.” In order tealize the vision, the IDP (eThekwini
Municipality, 2007a) states that all citizens, thesiness community and visitors must:

Have ease of movement in the city.

Enjoy a safe environment in all parts of the mypatiarea.
Afford what the city offers.
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Enjoy a clean and green city.

Have access to economic opportunities.

Enjoy homely neighborhoods

Have access to services, in particular municipedjth and education services.

The nature of the challenge, as presented in npalistrategies, is one in which the
focus is on broader economic challenges. Shortagemployment and skills are raised
as items within broader economic development chglle related to poverty or
competitiveness. The common message from munisitadil is that employment gains
would be seen as an output from a range of cityeawnars such as those supporting
restructuring sectors or providing training to imf@l economy workers. As such, these
endeavors are seen as the routes through whicimtimécipality can influence labor
market outcomes. It is for this reason that offxsay the focus of attention in strategic
documents is more on the programs that might yeaigployment gains rather than on
employment matters by themselves.

It is notable in the IDPil§id) that a number of other fields of activity lyingtside
the conventional economic development program asgasalso seen to influence
employment. Much is made, in the documentationnttions to densify the city and
avoid urban sprawl, with the case being made thiatwould ensure a more productive
city and one in which the livelihood costs to @tz would be reduced (cheap transport,
more accessible services, etc.) and where suchifidatien would generate new
opportunities from the higher economic thresholds.

The following figure provides an overview of theykeerformance indicator (KPI)
categories that are used to inform choices madendrthe municipality’s eight point
plan. Here there are commitments to grow the régiduman capital, support
businesses, manage and develop informal enterpdesate a learning city and ensure
that employees (of the municipality) are healthyd gsroductive. Attentions to the
creation of employment is less clear, and evendesa than this are concepts such as
promoting decent work.
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Figure 8. Key performance indicators for municipal strategic focus areas
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The IDP has eight plans associated with the eigjialenges listed above and
represented in the figure above. The followingéaieflects the proposed commitment to
employment-related initiatives within the eightmpda
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Table 1. Employment-related commitments in the eThekwini IDP

Plan

Response to employment issues

1. Sustain our natural and built
environment

2. Economic development and job
creation

The desired outcome here specified: “Strong economic growth and sustainable job creation....
Specifically, this strategy aims to contribute towards the achievement of the key national targets, namely
to seek an annual growth rate that averages 4.5% or higher between 2005 and 2009 and 6% between
2010 and 2014, as per the Accelerated and Shared Growth-SA Initiative (AsgiSA). The other aim is to
halve unemployment and poverty (the number of people earning less than the indigent grant level) by
2014.M"” The intention is that this is secured through a sustained effort in each of the following program
areas (Note: those programs where specific mention is made of a direct employment-related activity are
marked with an asterisk):

Developing a strategic plan and scenarios on the city's economy.

Stimulate key sectors that promote economic growth and create jobs

Providing support for prioritized sectors.

Support and grow tourism and related industries.

Create an integrated procurement management and monitoring system.

Investment facilitation and promotion (*including mention of a focus on labor intensive investors).
Develop a logistics platform.

Drive the 2010 World Cup soccer event for eThekwini.

City/Port Partnership.

Dube Trade Port Implementation Strategy (*mentioning the job creation impact of the project, which is
projected to yield between 150,000 and 240,000 direct and indirect job opportunities.

Managing informal trade (*mention of regulation of public space trading areas as well as provision of
enterprise development support services).

3. Quality living environment

4. Safe, healthy and secure
environment

The Zibambele Public Works program is identified as providing income for poor urban and peri-urban
households through provision of work opportunities to maintain public infrastructure.

5. Empowering citizens

A role is identified for the municipality to encourage improved human capital formation, improve skills
provision and enhance the employability of the unemployed. A further role is identified for the
municipality to actively support an enhanced supply of scarce skill categories for municipal employment
(e.g. engineers). It is also suggested that the city should work to develop its status as a learning city
through its high levels of access and the quality of its educational and training opportunities.

6. Promoting cultural diversity

7. Good governance

One focus area refers to the need for supporting greater productivity of municipal employees.

8. Financial viability and
sustainability

1 eThekwini Municipality, 2007a: 20.
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5.1.3. Economic Development programs and
employment creation

The table above, which specifies the eight maim$areas of the city’s plans, gives
a clear indication that, in broad strategic terthsye is recognition of the employment
challenge faced by the city. This section seeksréoide further details on the nature of
the responses of the municipality in the field tf economic development related
programs (often referred to as Local Economic Daplent).

It is important to recognize that one of the ingiitnal forerunners of the eThekwini
Municipality, the Durban Metropolitan Council, iigited its first serious economic
development strategy process in 1996. This prosassmatched by the employment of a
number of skilled staff, who was able to contribeb®nomic-related skills to the general
municipal planning endeavor and also grapple wighdevelopment of specific programs
to respond to identified economic development mow. These initial programs
contributed to sensitizing the municipal bureaugréo the nature of its economic
impacts and to the prospects of it using its infbeeto leverage economic change. This
was supported by elected local government courkcilwhose constituencies were
identifying access to employment and economic dppities as a key element of
community needs. Key pillars of this initial setprbgrams included:

= Providing access to economic opportunity for preslp disadvantaged communities:
Focus on small business development, communityaoandevelopment and tourism.

= Growing the economy: Focus on private sector deweémt, infrastructure provision
and sector support (tourism, manufacturing, log3ti

» Information and capacity for effective interventioRocus on building municipal
capacity and awareness and partnerships, as wethhagenerating research and
information.

The focus of the projects that emerged from thesky processes was substantially
influenced by the economic conditions of the timeimg which unemployment was
rising and economic growth was struggling to riseve two percent. It was also true
that despite public commitments to securing a greatunicipal focus on economic
growth and job creation, the then local governnstnictures were reluctant to reallocate
expenditure away from traditional municipal serviceented categories towards specific
local economic development endeavors. Howevergasing frustration with a lack of
new growth generating activity resulted in the egeece of a degree of boosterism,
where municipal resources were allocated to urlegemeration projects and waterfront
and convention center projects. It was hoped thdahé absence of funds from central
government for these programs, and in a contes wkak private sector response, the
municipality could secure an economic impact byuassg the risks itself. Some,
although not all, of these larger scale capitaljgots, were closely associated with
experimental initiatives around labor intensive stamction (LIC) and empowerment
opportunities for black or women-owned enterprises.

During this same period (1996-2000), the munictpaliso initiated a wide-ranging
review of its approach to the informal economy. sTleulminated in the Informal
Economic Policy adopted by the eThekwini Municipalin 2000 (eThekwini
Municipality, 2000). This policy framework was unig in the South African local
government context, and perhaps internationallythat it involved representatives of
informal trade organizations and municipal offisialorkshopping the content of the
policy together over an extended period of timehe Policy started with a recognition
that informal economic activity would, in all likkbod, remain a core element of
economic activity in the city for many years to @and that it should be planned and
provided for in the same manner as formal busimEsglopment is accommodated.
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Critical aspects included an agreement on the agigual of trading spaces in exchange
for a developmental approach by the municipality terms of supporting the
development of representative organizations andtbeision of the infrastructure and
services attuned to the needs of informal econormoskers. Whilst some elements of
this policy framework remain in place today—as thaicy has not been formally
withdrawn—implementation remains patchy and offizlaim that there is little
political support for the key elements. Neverthelesnumber of the initiatives born out
of this process have had a lasting impact, spedificthose related to the provision of
improved trading facilities and a wider understagdof the economic significance of the
informal activities in relation to the economy awlsole.

The period beyond 2000 witnessed a greater resamaénstitutional commitment
to economic development initiatives. Not only wesgital projects such as the Point
Waterfront” and the Riverhorse Valley Industrial Estiteat the peak capital
expenditures but the municipality also became nambitious in terms of support
investment, tourism and eventing. Considerable swaie allocated to special, arms-
length entities with which to drive these actigtieThese sums were in excess of
commitments being made by other cities in the agunthis was because the
municipality had to work so much harder to attithet attention of investors and tourists
because it did not have the profile of a major eent

Another key initiative during this time was the @iscon enhancing the economic
intelligence available to the municipality and ther stakeholders in the city. Economic
development staff had long complained about thk tdcany local-level data provision
to Statistics South Africa and so a range of lstaveys were commissioned to enable a
clearer picture to be built of local economic cir@tances. The surveys included an
informal economic activity survey, as well as tsuamisurveys, a manufacturing survey
and a small business survey. These contributed stramger platform for city-wide
policy interventions. The major surveys were conedavith support from USAID and
the World Bank and allowed for a deeper assessofenénds—including employment
related matters—that could, in turn, help to gusttategy.

Since 2005, the municipality has sought to conatdidts economic development
programs and to sustain activity in a period ofang institutional restructuring. This
culminated in the 2008 adoption of an economic kgreent strategy by the
municipality, titled, “Hands of Prosperity” (eThekw Municipality, 2008). In the
opening chapter of the document it is stated: “Booic development can be defined as a
set of activities undertaken to improve the ecomowell-being and quality of life for a
society. It encompasses the will to create and@in jobs and supporting or growing
incomes and the tax base. It is about improvinget@nomic wealth base of countries, or
regions for the well-being of their inhabitantsTfekwini Municipality, 2008:1). The
following figure outlines the nature of the chathenthe municipality faces in terms of
meetings it particular objectives through such eooic development programs. The

12 A 55ha waterfront redevelopment at the harborame with both harbor and beach access.
Development cost to the Municipality in excess 60B million.

13 A 250ha mixed-used industrial and commercial markhe city’s outer-ring road developed in

partnership with a private sector land owner. Dgw@ent cost to the Municipality in the region
of R300 million.
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figure also gives an indication of the knowledgeseébao which the municipality has
access in terms of identifying a role for itself.

Figure 9. Analysis of performance in key economic development delivery areas: eThekwini Municipality

An Analysis of the Local, Provincial and National Economic and Social Conditions
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It is notable that the core strategic goal idemtifin the strategy document is the
halving of unemployment by 2014 in line with the llglinium Development Goal
commitments. Arising from this goal, the municipalidentifies a number of economic
development outcomes and targets to guide its ehoithese are reflected in Figure 10,
below.
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Figure 10. eThekwini Municipality’s local economic development outcomes and targets
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In order to work towards these strategic targegs rttunicipality has identified a
number of strategic choices:

Specialized investment and sector support.

Spatial integration and efficiency of priority nadand corridors.

Strategic industry skills development.

Strategic economic infrastructure development.

Specialized enterprise development and innovatigpart for emerging and informal
businesses.

In order to enable to the municipality to contriatd these programs, the following
“levers” are identified in the strategy:

The reduction of red tape created in municipal l&tguy systems.

The creation of special purpose vehicles (to dspecific projects or programs).
Incentivizing strategic investments (through cregn attractive and competitive
investment environment).

Partnerships with other key stakeholders such sisbss, tertiary institutions and civil
society.

Event led development to secure an improved prafil accelerate numbers of visitors.

Municipal officials indicate that as the strategyshbeen under preparation for a
number of years, it has been effectively guidinoacaround economic development for
a considerable period of time. In looking at tloéual initiatives of the municipality in
this field a number of initiatives stand out. Thetalls of these are presented in the
paragraphs that follow.
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5.1.3.1. Sectoral development partnerships
through industry clusters

In the late 1990s, the then Economic DevelopmemaDement of the erstwhile
Durban Metropolitan Council initiated a series ofi@n-research studies to consider the
scope for contributing to inter-firm networking émhance the competitiveness prospects
in important local clusters. These sectors includething and textiles, the automotive
sector and chemicals. The sectors were identitiediffering strategic reasons:

Clothing and textiles: the dominant manufacturimgpiyer suffering major job losses
as a result of rising import competition.

Automotive sector: A critical local manufacturingcsor, with deep local linkages and
export potential.

Chemicals: The fastest growing manufacturing seetith important supply linkages to
other manufacturing sectors and strong investmemiaghd.

All of these processes provided opportunities famitipal engagement with key
sector role players and deepened the common uaddisg of problems. However, it
was only the automotive sector that made the thiansifrom a series of research
processes to an active initiative with an instiinél form that enabled partnership
between municipal and business stakeholders arkagdcompetitiveness challenges.
This initiative ultimately became the Durban Autdime Cluster (DAC) with a
membership of over forty firms and programs thativdeed meaningful firm
performance improvements and were closely assaociatéh major multi-national
investments by Toyota and some of its core suppli@s well as with growing
employment in the sector.

The DAC has provided a model for a range of othgoing cluster initiatives in
fields such as film and television, furniture, weasteduction, business process
outsourcing and maritime logistics. Today clusteyamizations are operating in these
sectors with the support of the municipality, adsoawithin the clothing and textile
sector. These processes are all relatively newhawd, according to municipal officials,
enjoyed mixed responses. The contribution of thigatives has not always focused on
employment matters in a direct sense but ultimatidg initiatives must collectively
support the halving of unemployment by 2014. Fatédnce, the first priority of the
clothing and textile process has been to enabtesfito build better relationships with
powerful domestic and international retailers touse orders that can allow jobs to be
retained. A key element of securing the confidenfcbuyers in this sector has involved
securing a greater commitment by firms to enhanttiegskills and productivity of labor.
In other sectors such as film and television, trec@sses have involved responding to
issues such as access to sites, municipal faichitaind training facilities.

5.1.3.2. Capital projects in support of economic
development

The late 1990s and early 2000s were characterigddrbe scale capital projects
aimed at supporting economic growth. These incluthedl International Convention
Centre, Point Waterfront and a major new induseithte (Riverhorse Valley Business
Estate), which over some years, amounted to otie &f the capital spending being
allocated to these endeavors. The major capitagrpros provided a boost to
construction employment during a period of weakneooic growth and generated
streams of new visitor categories (e.g. conventisitors) that helped secure growth in
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employment and investment in related sectors ssckoarism. A further important
dimension of these initiatives is that they weradaneken in a such a way as to
maximize employment and skills transfer during ¢ardion and also involved the first
large scale initiatives to support the developnadritlack and women-owned enterprises
that had previously had little access to publicticamts.

These were also accompanied by a wide-ranging coment to capital spending in
supporting existing business nodes or in supporthef development of emerging
business nodes. Over 60 discrete projects wereetyrmbvering road upgrades, informal
trading facilities, precinct improvements (lightingaving, etc.) and other requirements
that were identified in conjunction with local seddolders. The sum allocated to these
projects tended to be quite small (in the R1m-R2mge). The strong focus on the
provision of facilities and infrastructure for imfoal trade in these projects can be seen
today and the projects themselves were generaljenteken by small-scale local
contractors in an attempt to boost local enterpriggacity and support local
employment.

In present terms, the bulk of economic developmelsited capital expenditure in
the city is being allocated to processes surrognthie hosting of the 2010 FIFA World
Cup. This has been backed by substantial centrakrgment allocations for new
stadiums and transport upgrades. This activity hase than doubled total municipal
capital spending in the last year and will contitmelo so in the next financial year, with
total stadium costs amounting to nearly R3 billidinese projects were initiated in a
context of expanded national public spending omastfucture and during a stronger
period of economic growth and they have contribui@ca doubling in construction
employment in the city in recent years. The prgjdtave also sought to provide an
environment for skills development—taking on foripalinemployed workers—and
have been structured to provide opportunities foalker businesses through contractual
commitments around sub-contract arrangements. Thealaevent itself is seen by
municipal official as enabling the city to grow itetal employment—particular in
tourism and related service activities—witnessegadrt in the development of a number
of new hotels.

Alongside this endeavor the municipality is contiguto support business center
upgrades in established and emerging areas. Ititgrgsofit generated from land sales
in the joint venture with a private sector propegtgup related to the Riverhorse Valley
Business Estate were earmarked for the expansidheofoint venture activities to a
nearby commercial site at the entrance to thescigfgest townships—on a site called
Bridge City—which is geared to bringing service agmhployment activity closer to
township residents in a context in which such dgwelent was not allowed during the
Apartheid erd? Ongoing allocations to emerging business nodes kaen a number of
major private sector investments following the puil@dommitment in areas such as
KwaMashu Town Center and Umlazi Mega City, with teorsg retail and services
character and contributing to employment in progmno residential areas. However,
there has been a declining commitment to the pimvisof informal trading

%It is notable that the Municipality has commissidra team to work on incorporating facilities
for informal economy businesses in this new devalap. The work of this team is not yet
complete but should provide an interesting examplapproaches to including infrastructure and
spaces for informal economy operatives in greethfiebdjects.
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infrastructure, with municipal officials arguingathgreater attention needs to be paid to
regulation and forms of support before any furihérastructure expansions.

5.1.3.3. Informal economy support

The commitment to the provision of infrastructum fpublic space traders has
already been mentioned above. However, there aaege of other activities that have
been developed in support of the livelihood prospetinformal economy workers. Itis
worth noting that more than in other South Afrigdties, space has been set aside for
some form of quasi-regulated trading, as can b& $eethe inner-city and on the
beachfront. Here officials point out that the psson of infrastructure and services is not
only geared towards the more effective managenmieptiolic space trading but also to
contributing to improved working conditions for e employed in the sector (shelter,
storage, ablutions, etc.). There has been a dedcettempt by the municipality to
require public space traders to be licensed andetoove those traders without
authorization. This has led to a measure of ctnéind has also caused tensions with
immigrant and refugee traders who have struggleibtain permits to trade.

5.1.3.4. Tourism, marketing and eventing

The municipality continues to invest substantiahly tourism marketing and to
support events that bring visitors to the city. Totl spent in these two categories is the
largest single operating budget allocation in thanitipality’s broader economic
development program. In the 1990s, these inmBatiwere conceived as partnerships
with the private sector although today, they operktrgely as municipal driven
initiatives. One of the original intentions of theenting and marketing was to reduce the
effects of seasonality on the viability of busiressind employment. However, it is not
clear that this remains a focus, with the bulk péreding being allocated in support of
peak period attractions.

5.1.3.5. Investment facilitation

During the late 1990s, the municipality initiate@est Practices City Commission,
with a panel of private sector business leadersathe of which was to find ways to
reduce obstacles to business expansion and newstimget. One of the key
recommendations of this was the creation of a pyivate partnership agency to
market the city to investors and to facilitate istveent projects. This entity is now
housed within the municipal structures and consnte work closely with selected
investors in providing support but is less geamadards investment marketing. Some
successes identified in this field include the dimgbof the number of call centers
operating in the city over the past five years. Mipal officials indicate that
employment creation is one of the key performamzicators of this initiative but is
certainly not the only indicator.

The Durban Investment Promotion Agency was alsmlired in supporting a
number of Business Retention and Expansion projedteh entailed the facilitating of
local business area forums where business owner®perators would collaborate on
resolving local obstacles to growth. In some aithés has secured an improvement in
municipal services, and in other areas it has fedteollaboration between businesses on
matters such as training and area maintenance.

5.1.3.6. Strategic partnerships

At the turn of the century, the municipality wasrkiag closely with an informal
partnership body called the Durban Growth Coaljtihich brought together business

28



and political leaders with the focus on removingstables to major economic

development projects. This grouping succeeded riraber of cases but was seen by
some as having been captured by particular busieliss and, despite continuing to

function in the background, is not at the heargoifding key municipal choices. The

municipal leadership has chosen to de-emphasizZe ganership arrangements with
businesses and has sought to demonstrate a geagkof leadership in programs such
as those related to the 2010 FIFA World Cup. Cagan, employment creation was not
seen as the key focus of this body; instead, aematt was made to secure new
investment, which, it was argued, would in turnan growing employment. However,

operational partnerships such as those relatelgetaluster process continue to function
and be deemed important by municipal officials.

5.1.3.7. Knowledge and information

The eThekwini Municipality has, for an extendediperof time, placed some
emphasis on building its own knowledge base onldcal economy, as well as on
sharing this with local stakeholders. This has bdwven by a number of objectives: to
enhance planning and the quality of municipal protg; to provide a common basis for
approaching economic challenges with other stakies] and to improve the scope for
evidence-based policy influence with other sphefagovernment. This has involved the
employment of staff to perform a research and kedgg function, making information
on the local economy available to other stakehsl|dére production of reports and
conducting contracting specific pieces of researsh.highlight of this was the
commission of a major survey involving small andgéafirms during the 2002/2003
period, which was sponsored by USAID and the WBddk. This research allowed for a
clearer identification of priorities and a moredmhed decision making process. Notable
in this research was the focus on factors influsmaémployment trends of formal
businesses. At the same time, a survey of infobuainess was undertaken, the first of
its kind and scale in South Africa. This helpedidentify key challenges that the
informal businesses were facing and informed a ntargeted response from the
municipality. The municipality continues to initatiscrete fields of research (such as
that conducted around the Port of Durban) but ldgepeated this large scale survey
approach, relying instead on modeled data from ceroial research agencies. Some
work has been initiated on skills demand within theal economy but no specific
research has been undertaken and reports havevbéten on the specific issues related
to employment and unemployment in the economy.

5.1.3.8. Small business development

The municipality has continued to focus heavilytba provision of small business
support for small and micro enterprises. This kasailed a range of programs,
including:

Advice and training: Together with the national Bgment of Trade and Industry a
Small Business Development Agency (SEDA) operatesipport the formation and
development of enterprises by providing trainirdyisory services and links to finance
and other programs.

Incubation and facilities: A number of small busséncubators and managed facilities
for small business are provided (such as conta@iaeks). These are generally provided
at concessional rates and allow for the provisiosome support and advisory services.

The SEDAs are established as entities that cange®upport to walk-in enquiries.
They are also focused on providing outreach sesvioehelp deliver information and
training to target communities. The SEDAs operaithiw a national umbrella structure
managed by the Department of Trade and Industryabeitco-funded locally by the
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municipality. According to SEDA reports, the méiipiof visitors are seeking support in

establishing a business and the next largest aagtege those seeking to expand their
business through access to links to public or aateotenders, or through support in
accessing finance.

The SEDAs also work with the Umsobomvu Youth Fuwljch was established
nationally to assist with support to youth entreewes (aspirant and actual). The
Umsobomvu Youth Fund also provides some supporgraros to youth in informal
businesses.

5.1.4. Employment creation through other municipal
processes

Beyond the particular economic development foceasrthe municipality has also
sought to use its leverage potential in its coneise delivery programs to support
various economic development goals and, in somescés enable forms of employment
support to be enhanced. The overwhelming bulk ohioipal capital and operating
spend is allocated to these categories (watertrieieg parks, roads, housing, etc.) and,
as such, is an important area of focus. In thesasanf work the municipality can use its
own revenue streams and various grant programs frational and provincial
government in support of employment impacts indi@nd indirect terms. The main
focus areas have been those of procurement refadnlabor intensive construction
(LIC), in particular the extension of the natior&ttended Public Works Program to
municipal services extension projects.

Procurement agendas have been particularly focasednsuring that municipal
projects are allocated beyond the established fiffimés has resulted in these firms
changing their ownership and management structoregcure municipal contracts. It
has also resulted in greater degrees of sub-caimgametween larger firms and emerging
businesses. Important innovations in these presebave been the establishment of
protocols on training and mentoring in larger petge as well as the breaking up of
larger contracts into different elements, some bfctv can be allocated to emerging
businesses. For much of the past decade, theaqbpto using procurement to support
emerging businesses has been the focus of the Maliig and this has been linked to
its affirmative procurement policy framework.

The municipality has also initially encouraged, datér required, businesses taking
up municipal contracts in historically disadvanthgeeas to increase their proportions of
local employment on site. This has generally imedl a process of liaising with local
elected representatives to identify households lickv short term labor would be of
benefit to the socio-economic circumstances of@hlosuseholds. Municipal officials
admit that this system has its challenges, inclydinveak process to identify possible
laborers, as well as skills and experience mis-hestcthat might undermine the
prospects of contractors actually completing prsjecOfficials also reflected that some
enterprises are unwilling to embrace this approatthpugh under such circumstances, it
is not uncommon for contractors to be subjectedsdme levels of harassment by
community members if they do not demonstrate a ciomemt to the use of local labor.
In some cases, local labor sourcing initiatives ehdeen linked to job-center type
databases of unemployed people who have been ekpmselevel of upfront training in
various fields. The Cato Manor Development Profeided by the European Union and
brought to a close in 2004) provided such a systadhworked closely with contractors
on matching their requirements and supporting tiemroviding employment to those
with little experience.
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The launching of the Extended Public Works Progranah a national level in
2003, heralded a greater level of focus on utigizimunicipal service provision in support
of employment creation. Whilst no new significanattional government funding was
allocated to this—apart from that required to getawnational program office—National
Treasury did agree to utilize conditional grant greons such as the Municipal
Infrastructure Grant Programme to require a levglublic works delivery by municipal
users of these grants. As the eThekwini Municipalias a major recipient of such
application-driven conditional grants it immedistédlentified a benefit in aligning its
delivery strategy in various business plans to mgehese obligations.

After about a year of less than successful implaatem experiences in the context
of what municipal officials describe a weak andchgtnational support, the municipality
established a dedicated Project Management UnitURPMvhich was staffed by
experienced engineers and supported by some adraiivis capacity to drive the public
works components of infrastructure-led projectshsas peri-urban road building, the
laying of pipes and the construction of sanitafiacilities. The PMU used its dedicated
capacity to support application processes and fmpat line departments in the
implementation of public-works oriented projectaM® staff point out that their
specialized knowledge and full-time focus on suttiatives have enabled them to offer
useful forms of support to ensure a measure ofesscd he PMU also initiated activities
related to training components of the EPWP andufgpsrting contractors in working
with public works objectives. Furthermore, the PMilto sought to extend the
employment impact of public works exposure for sdatmr by facilitating the creation
of local enterprises that might supply goods and/ises to ongoing development
projects. These included block-making, basic plungl@ind equipment supply. The PMU
sought to play the role of linkage facilitator betm a range of different programs that
might otherwise have by-passed the areas in winelPMU was operating. The PMU
attributes some of its success in these progrartigetstrong oversight and management
they were offering, which guaranteed a high levietielivery against plans, which, in
turn, made them an attractive proposition for otnatities that wanted to be associated
with actual delivery.

In 2006, the PMU tabled a proposed policy framewéok public works in
eThekwini Municipality. This was confirmed in Ap2007 as the eThekwini Expanded
Public Works Programme (EPWP) Policy (eThekwini Nypality, 2007b). The aim of
the Policy is identified as:

Guiding the activities of municipal departmenthiow they can support public works.
Securing formal municipal support for the prograsragroject within the broader
municipal socio-economic and poverty reduction paots.

Securing a commitment to public works in the Insgégd Development Plan.

Ensuring integration between municipal programsrareingineer planning, design and
delivery processes.

The policy framework confirms a commitment by thenicipality to four key
sectors of activity presented in the table belowe Tpolicy framework reflects the
success of the municipality in some categories sicinfrastructure but argues for a
more concerted effort in the other categories,ngotihat municipal departments have not
taken up opportunities such as those related to@maental services (e.g. Working for
Water), which involves securing funding from naabmand provincial departments to
enable the labor-intensive removal of alien vegenahat has infested many catchments,
with a negative effect on water sources and courses
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Table 2 National EPWP categories and proposed fields of activity

Infrastructure Environment/tourism Social Economic
&culture

Low volume roads Working for water Early Childhood Catering
Development

Sidewalks Working for wetlands | Home/community based Security
care

Storm-water management Working for the coast Food security /nutrition Uniform manufacturing

Trenching | Domestic waste collection Municipal building

cleaning

Materials supply Agribusiness Municipal building

refurbishment

The policy framework identifies the need for theation of a Municipal Task
Group to coordinate the expanded action and it akts out the necessity for the
effective monitoring of initiatives thus enablingetPMU to report to the national EPWP
office on areas such as:

»= Job opportunities.

= Person days of employment.

= Demographic targets (e.g. women, youth, people aighbilities).
» Training days.

= Project budgets.

= Project wage rates.

PMU officials report that they are still working dhe effective coordination and
consolidation of various public works activities astlined in the framework. It is
notable that the policy does not set a common stantbr the form of public works
employment related to length of the job opportunitage rates, training and labor
conditions. However, officials reported that, inngeal, the municipality exceeds the
minimum standards of the EPWP national framewortktbat there are exceptions. The
PMU'’s attention to training and oversight is notessarily replicated in other municipal
public-works type programs such as those involuimg cutting and clearing of grass
verges, which have been outsourced to newly creategeratives that have, in turn,
been given access to some training, equipmentedar contract work around the city.

Forms of public works employment, or even of labaensive construction, have
been accorded less attention in housing programsiormal settlement upgrades.
Municipal officials argue that there are limitslador intensity in the form of the projects
delivered, although there are some projects the¢ leeen designed to secure greater
involvement of local labor and to encourage and suea skills development and
enterprise development. Contractors brought onetovel public subsidy housing and
informal settlement upgrade projects are requicedraw on labor from the potential
beneficiary pool. It is notable that these haveegally been where there is a greater
level of project and administrative support thafueded from outside housing related
budget costs, such as the experience of the CatmiMaevelopment Project mentioned
earlier. National funding for housing, in addititmthe elaborate approval process, tends
to place great pressure on the pace of deliverynaitithtes against design and delivery
aimed at enhancing labor effects.

In terms of the provision of other services suchvaste collection, a mixed picture
emerges. The municipality has explored contracimgngements with small service
providers and with labor brokers to enable theisesvto be made available in more
areas of the city. In recent months, the munidipdlas faced an extended strike by both
contract and full-time solid waste workers over fhiéure to convert contract employees
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to municipal staff on permanent employment. Thetramt workers were being paid
substantially below the rates enjoyed by municgiaff and were enjoying little in the
way of benefits; they also alleged that they weoé Ibeing provided with adequate
protective clothing and equipment. In resolving #trike the municipality agreed to
advertise vacant full-time posts that had not yedrbfilled, in order to enable some of
the contract workers to improve their conditiomMdunicipal officials pointed out that the
experience reflected a major challenge, in thatetheas pressure on the municipality to
extend services to communities with little scopeay for services and, as such, a format
had to be found to avoid the costs of extendindr services rising excessively. One
municipal official pointed out that many people déoyed by the municipality on
anything less than permanent contracts would pigbatcreasingly agitate for
conversion to such a status. Municipal official$ected on this as a major challenge and
suggested that as services were extended and eiwononditions improved, it might
become much more feasible for the municipality xpaad its permanent staff or, at
least, raise the terms of employment of those wmgrkbn some form of contract
arrangement.

Over the past eighteen months, PMU officials hagenbmaking the case for the
municipality to initiate a shift in focus towardspablic works approach that is less
reliant on capital project-led construction and engeared towards (labor-intensive)
maintenance. This is driven by two concerns:

The projected decline in municipal capital expamditas 2010 FIFA World Cup
expenditure reaches its conclusion and as morenaned communities are provided with
basic services and infrastructure.

The increasing requirement for the municipalityaliocate resources to maintenance of
infrastructure and systems.

As such, the PMU has been working to explore baotterprise development and
public-works-type programs where the focus of at#i is on maintenance. Officials
indicated that there are complexities with suctapproach in that it was not as easy to
cost these activities in budgeting as it had bedih wapital projects, because the
maintenance expenditure comes largely from intereaknue generation, while capital
projects have largely been funded by national govent grants.

One example of this shift is the municipality’'s aton of the KwaZulu-Natal
Province’s acclaimed Zibambele road maintenancgegroThis program has been
running in the province for close to a decade amdlives households in poverty being
allocated a form of contract to maintain a sectibnoad including the clearing of storm
water drains, the removal of vegetation and thiadjlof potholes. Under the scheme, the
household is allocated two days work a week anchthesehold can decide which adult
member will fulfill the weekly duty. Householdsearemunerated at above the minimum
wage levels and are also supported through theigioav of basic training and
equipment. By October 2008, there were some 4lieficiaries employed in the
scheme in 50 of the city’s 100 wards and the iimenmvas to expand this number by a
further 2,000 by the end of December 2008. Thegnamm has a particular focus on
women-headed households because they are seerk&éoupahe bulk of the poorest
households. Interestingly, the municipality hasvided a range of other support
activities to run alongside the scheme, which idelfacilitating the creation of savings
clubs (80 have been developed to date), as weljuadance in obtaining identity
documents and opening bank accounts. Recognizieg irtiportance of dedicated
management of the program, the municipality hasemak of a company called TPA
Consulting CC to oversee the day-to-day operatiohsthe program as there is
recognition that management of such processes tssomething with which the
municipal bureaucracy is familiar.
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In 2008, the municipality, through the PMU, alsdiated a pilot to utilize the New
Engineering Contract (NEC) system, in order to ntieetobjectives of securing contract
performance on major work orders while also segudelivery on a range of non-works
related goals such as enterprise developmentjriigaand enhancing health and safety.
The NEC framework has been used internationallyafarumber of years to allow for
major contracts to be packaged in such a mannetthbg enable performance across a
broader range of indicators and adequate risk atilme between parties. Officials also
outline how they allow for a more effective monitgy of performance as not only do
they specify legal compliance but they also provimeagreement on the management
procedures to be utilized in various projects. NiEeC also provides, for a range of
different cost specification, options ranging frdaomp sum contracts with specified
activities through to target contracts attachedilts of quantities. For officials, this new
contract form allows for a more effective interaatiwith private sector contracting
entities to enable them to become deliverers of keégrity outputs such as increased
training for workers and quality certification ofmnall enterprises. Such contract
arrangements are also seen as attractive as thagtdequire the municipality to bear
the transactional costs of administering multiplealler contracts. This was further
underpinned by a concern that in breaking up folyrlarger contracts the municipality
was caught up in complex tender adjudication pseesnd multiple oversight activities
and that, as a consequence, oversight on actuatdelvas lapsing.

The eThekwini NEC pilot involves a major maintenaraontract (in excess of
R650 million) to replace thousands of kilometersaasestos water pipes over a number
of years. This contract involved the allocationfadir regional projects to four larger,
established civil companies to carry out the regpiaent of pipes over a number of years.
Each of these four companies was allocated fourginge contractors that had to be
progressively enabled and capacitated during tmgract process, with all companies
being required not only to meet specified deliviemgets in pipe replacement but also to
deliver on training and enterprise developmenteisg The four major civil companies
are, in turn, managed through a single engineeramgultancy, which ultimately reports
to municipal officials. The PMU staff identifies ehNEC route to handling major
maintenance projects as having great potential, odyy in terms of enterprise
development but also in terms of enhancing labtemiity and labor training. However,
the contract approach is not entirely compatiblehwihe existing Supply Chain
Management approach governing contracts in localeigoment and, as such, has
required exceptional action to enable the pildate place.

5.1.5. Some general reflections on the eThekwini
case

Municipality officials identified a range of chatiges they would have to overcome
to secure an improved employment impact. For iaficworking in the economic
development function there was a concern that ddnfianrapid results from projects
often weakened the prospect of yielding increasegl@yment gains and also potentially
curtailed the impact on those actually employedlai2e in contracting, as well as
demand for rapid completion, left little space tbe design and implementation of
employment generating initiatives within other eis. Examples cited included major
upgrade work related to the 2010 FIFA World Cup(sas a beachfront redevelopment)
in which the requirement to implement projects ishart time frame led to little in the
way of design for enhanced employment gains. Howedespite these reservations,
there remained a strong focus on seeking out EP¥&Ped opportunities in projects in
which there was greater scope to influence the iatpes (helped, in instances, where
funding packages such as those related to the ipahimfrastructure Grant specified
public works impact in the orientation of projects)
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Officials in other service delivery areas indicatbdt a major obstacle was the
excessive bureaucratization of schemes designedraate forms of employment.
Concern was expressed that the potential to yigiifscant numbers of public works
jobs in environmental services fields was beingdhiehck by the slow granting of
approval and by complex application systems at ltloéh national and the provincial
department level. Furthermore, there were oftergsige delays in granting approval for
intended municipal activities by the national EP\WHRce or the Department of Labor
(where either funds or training services or botleanmncerned). Officials indicated that
the models they had developed would enable theat teast double, if not triple, the
number of people employed in public works-relatelisj if they were awarded some
form of accreditation that allowed for lump sumoalition of funds and reporting and
business plan targets. Concerns were also raisad #ie ongoing attachment of many
national schemes to labor intensive constructioffici@s pointed out that municipal
operating budget often exceeded capital budgetsfagtor of three or four and could be
a source of major service expansion through mofeciidfe use of labor intensive
methods. By matching these opportunities with catment spends over multiple years,
contracted via the NEC method, large, medium anallssompanies could operate with
a much greater degree of certainty of revenue flamg would, therefore, be more open
to municipal requirements pertaining to labor use,well as training and enterprise
development targets. It was suggested that theepresontracting system tended to
generate considerable degrees of uncertainty alidted companies against expanding
their employment and improving the conditions dittstaff.

In the dialogue with officials a number of otheeas requiring some attention were
identified. These included:

A tendency to focus on the development of new eritas or the strengthening of
emerging ones without the same level of attenteingplaced on employment goals in
the day-to-day administration of programs.

Difficulties in integrating employment goals witbree key areas of municipal activity
such as those related to housing; this was drivgrait by inflexible policy
environments and rigid project specifications.

Officials also emphasized that any initiatives thatl demonstrated success were
those that had received sustained institutionantitin and dedicated oversight for a
number of years. Sound interventions required fahreonceptualization, design,
implementation and post-implementation follow-ugheffe was also a need to support
these with suitably high level specialist skillstive employment field, in order to ensure
that the initiatives were backed by adequate kndgdeand experience.

A further challenge reported was the lack of anqadée grasp of the dynamics
surrounding employment and unemployment in thellecanomy. Data used were often
not sufficiently informative for policy makers amaogram planners, and limited to a
handful of indicators. For instance, informatianmatters of informal employment and
under-employment or low-wage work was not readilgilable to officials. A case was
also made that access to such data was a luxutya anstly one at that, and so officials
had to become used to working somewhat in the ddr&n it came to developing
strategies and programs.

Despite recognition of these shortcomings, there stidl only limited experience of
partnerships at the strategic level, although &t pihoject level, partnerships were
apparent in fields such as the Durban Automotiuestér and the NEC contract pilot. In
such circumstances there was not necessarily adbat of objectives developed around
an employment agenda with potential social partngush as unions, business
associations and civil society organizations. Offieial mentioned that the possibility
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of some form of local social compact had been dised in the early post-1994 period
but that this had never been taken further thanctkation of the National Economic
Development and Labour Council (NEDLAC), with itstional platforms.

Nevertheless, despite identifying these limitatiananicipal officials in eThekwini,
indicated that, in their view, they had done mdmrant most South African cities in
initiating programs sensitive to the country’s eayphent challenge. For a number of
years, the municipality had been the most effectiveapplying for, receiving and
spending the Municipal Infrastructure Grant, and thas closely associated with public
works objectives. Furthermore, the municipalityshan a consistent basis, outspent
other cities in allocations to economic developmanelative and absolute terms (prior
to the 2010 FIFA World Cup allocations from theioal fiscus); according to officials,
this displayed a strong dual concern with econogniavth and employment issues and
was more remarkable considering that the city héoer per capita income than the
other major cities (Johannesburg, Cape Town aniffake

City officials also identified the fact that theyeme known locally and
internationally for innovations in programs thatdhaome impact on employment
conditions. The creation of the PMU—referred tovprasly—was one such innovation
that placed the municipality at the forefront of migipal public works initiatives.
Furthermore, municipal departments were consist&xploring new avenues to support
greater levels of employment and improved incomesaor communities. Examples of
initiatives that were still being developed fronelminary pilots included waste buy-
back centers, public realm maintenance initiatieesl supporting the provision of
environmental and social services.

According to the municipality’s 2005/2006 Annuald®et, “The city’'s economy is
currently growing at a rate of 4 percent per ann@ne of the central growth challenges
is to double per-capita income over the next decddeorder to achieve this, a growth
rate of 7.5 percent is required, and 18 000 new joded to be created before 2010, in
order to achieve this strategic vision” (eThekwMunicipality, 2006a: pages not
numbered). In a context where unemployment wassured at 34.4 percent in 2005
(eThekwini Municipality, 2006b: 18), meaning the885%610 people were unemployed
and 1,029,342 were employed, this suggests thanth@cipality still has some way to
go in embracing the scale of the challenge sinbgngaunemployment by 2014 or 2015
would take something in excess of 50,000 new jaisgocreated each year in the local
economy, taking into account new labor force ensraand exits. The same source
identifies that 80 percent of employment in the ¢t generated in formal employment
compared with 15 percent in the informal sector andgests that the overwhelming
focus of the municipality must be on formal empl@nn However, it is also clear that
there are rising levels of informalization in theoromy and much of the new formal
employment created in recent years has been ohpot@ry and outsourced nature, with
weak or non-existent contracts suggesting thatdétermination of what is informal and
what is formal employment is becoming increasingifficult to identify. As the
municipality conceives of its future plans it wilkked to get to grips with these challenges
in a more substantial manner.

5.2. Pietermaritzburg and the Msunduzi Municipality

5.2.1. Municipal context and institutional profile

Msunduzi Local Municipality is located in the Proge of KwaZulu-Natal (KZN)
within the Umgungundlovu District Municipality arid the home to Pietermaritzburg,
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the capital city of KZN. Msunduzi has a populatioh 616,73&"—well over half a
million people—with a population growth rate of Z&rcent per annum (larger than the
country’s average of 1 percent per annum). Ithe targest municipality in the
Umgungundlovu District Municipality, and is the ¢en of the district's economic
activity, accounting for over half the district'sgulation and more than 70 percent of its
turnover and earning$.

The municipality spans an area of over 630 squitmenktres’ and has a population
density of approximately 102 people per km2. Thisymptomatic of a relatively small
area with a comparatively high level of urbanizatio The municipality lies
approximately 80 kilometers north-west of Durbarhick is the hub of economic
activity in the province and home to one of theangjorts of the continent. Msunduzi is
situated on the N3 Highway, the major transportatroute between Durban and
Johannesburg (the center of economic activity m ¢buntry) and so is strategically
placed from a logistical and industrial or commakgioint of view. From Durban, it is
also the ‘gateway’ into the beautiful KZN Midlandsd the Drakensberg, both important
tourism and agricultural assets within the Province

Msunduzi is the home to a number of significanbselary and tertiary educational
centers—hosting a number of the top schools andobtige top five universities in the
country, as well as a number of other tertiaryitasons—and is also the legislative and
governmental hub of the province. For these regsibns an important center in the
province. Despite this status, the legacy of Apsid is still very much in evidence in
the municipality. The uneven development betweely and suburbs, the spatial
allocation of land—which still runs along stronghacial lines—and the serious
underdevelopment in traditionally ‘black’ townshipal serve to reinforce this.
Difficulties are also felt between the largely urbdacal municipality of Msunduzi and
the largely rural district municipality of Umgungtiovu—which carries some service
delivery functions in Msunduzi—with strong pushigialctors drawing people to the city
resulting in an ever growing population, which camgently intensifies the already
present social and economic problems.

The socio-economic and living standard profile afuviduzi is largely informed by
these issues. While some areas are socio-ecorlynsieaure—especially the previously
‘white’ areas of the city and suburbs)—others, sashhe previously ‘black’ townships
and also a number of previously ‘Indian’ areas,cliiargely lie outside the city limits,
are relatively insecure, with low standards ofriyifor their citizens. There is also
evidence that living standards within the munidiyahave decreased in recent years.
For example, between 2002 and 2004, the Living datats Measure (LSM) showed a
downward shift from LSMs 5-10 into the lower LSMegories:®

The municipality’s budget sits at approximately B8} per capita per annum.
Being this small, maintaining existing services amthultaneously developing further
services in poorly-served areas places it undeersestrain. The municipal manager
highlighted the fact that one particular strainlocal governments is that they need to

!> Msunduzi Municipality, 2008a, IDP 2008 / 2009 p:Mkzntopbusiness.co.za.dedi134.cpt2.host-
h.net/site/user_data/files/Msunduzi20IDP202008_2Q1&f

16 Msunduzi Municipality, LED Strategy for Msundu2QQ8b).

' Municipal Demarcation Board municipal profiles asses from
http://www.demarcation.org.za/MunicProfile2006/imdespx

18 http://www.sacities.net/2006/pdfs/cities_2006.pdf
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raise their own funds and do not get large allocatifrom the state in the way that other
government departments do. This seriously limits dievelopmental potential of local
governments. Despite this strain, Msunduzi has Ipaeticularly successful in raising its
own income and remaining financially independelnits is evident from its low reliance
on grants and subsidi&sThis allows the municipality some level of freedtordevelop
programs over and above those funded through thienaa fiscus and to use these
programs to accelerate development impacts.

The economy of the municipality is fairly diversAt this stage, it is largely service
oriented (with highest employment in this secttiQwever, being the highest turnover
sector, the manufacturing sector is also an impodantributor and exports to a diverse
range of markets, including aluminum products,fawers, automotive components and
furniture. In terms of turnover, the manufacturisgctor holds the largest proportion
(36%), followed by wholesale and retail trade (2421 business services (18%). These
proportions differ slightly if employment per sects looked at. Here the services sector
(specifically Community/Social/Personal) holds thegest proportion (27%), which is
then followed by Wholesale & Retail, and Manufactgr which are both at around 15
percent.

5.2.2. The Employment Situation in Msunduzi

The decision to make the city of Pietermaritzbuaihbthe administrative and
legislative capital of KZN has boosted employmemd,ao a greater extent, investment
levels, which should increase further once the tydeclared a Metro in 2074.
Municipal informants suggest that these factorehzeen central in developing a rapidly
growing economy in the municipality over the lasefor so years. Becoming a Metro
will also increase the city’s revenue from the &tad give it greater direct control of a
wider range of service processes, thus enablingl lmavernment to improve its service
delivery.

In spite of this economic growth (further aided Ibgal government’s pushing of
industrial and commercial development through a bemmof enabling policies and
programs) the development has not been adequdtstoenough to provide economic
opportunities, employment and livelihoods for Msuzri&s entire population. According
to 2001 census statistics, only 32.8 percent ofpihygulation is employed, with 30.6%
being unemployed and 36.6 percent reported asuncgrdly economically active. Later
statistics estimate that unemployment is as higBSagercerit with the 2008 Msunduzi
LED strategy 2008b) claiming that by 2004, unempient was at 48 percent. Of
course, differing definitions of employment coulpkin these differences. According
to 2004 data, Msunduzi supported about 120,000rslfiexd jobs; the major problem is
that, at approximately 240,000 people, the econallyiactive population was nearly
double the number of jobs available.

Because of the scarcity of jobs, large numberseobfe are being pushed into the
‘informal economy’ in order to survive, although athtevidence there is on the informal
economy in Msunduzi, suggests that it is relativehyall in comparison to other city

19 hitp://lwww.sacities.net/cities/msunduzi.stm

% Metropolitan status is deemed as important aseama the municipality will have greater
powers and will not be dependent on the districhigipality for some of its services.

L http://www.sacities.net/cities/msunduzi.stm
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centers. It must be noted, however, that withia thunicipality there is very little
concrete information about those working informallyOfficials note that very little
coordinated effort has been channeled into invasitig, supporting or developing this
sector, with efforts over the past decade beingriaistent and contradictory. Moreover,
there is no consolidated policy or program to suppeople working here, despite a few
initiatives springing out of various local govermmedepartments and non-profit
organizations. One such development in the pipehil result in the construction of
ninety shelters for informal workers near a cityree taxi rank.

The limited data that are available about the mfgreconomy in Msunduzi is
summarized in the 2008 LED Strategy (Msunduzi Mupality, 2008b). According to
this data, 68 percent of businesses in this seaor less than R1000 per month, with
each business supporting approximately 5.68 indal&l who are, by and large, family
members and neither part-time nor full-time emp&sie When we consider that the
minimum wage for someone working in the municipalg R5000 per month, for full-
time work, the contrast is startling. In additidhe cost of transport can be anything
from R250 per month to R1000 per month; a cleablera when related to average
monthly income. The money earned by the majoritybusinesses in the informal
economy is barely enough to term the businessitalist’ and could more accurately be
seen as disguised unemployment.

In terms of full-time versus part-time employmenetsearch findings recorded in the
LED strategy (Msunduzi Municipality, 2008b) repdhat despite the high level of
contract and part-time work used in building anfdaistructure development (which has
been noticeable in Msunduzi in recent years), less is made of it than in other
municipalities, (this is possibly because agriad@tand such seasonal employment is less
important). While the problems of unemployment ao¢ fully solved by short-term,
contract work, the relatively small amount of thige of work on offer in this
municipality does provide some scope for furtheplayment opportunities for local
government to make available.

What research there is on the area suggests thauthber of self-employed people
is relatively small. This suggests low levels oftrepreneurial spirit and/or SMME
opportunities’? In fact, the LED strategy (Msunduzi Municipali8Q08b) suggests that
the high unemployment rates are indicative a peefez for ‘employee employment'.
These findings support the belief held by municipenagers that an ‘entrepreneurial
spirit’ is not being sufficiently fostered amongitaers.

This issue of education being a key factor in thmpleyment crises was raised by a
number of senior municipal staff. Despite Msundbeing a center of educational
excellence, education is still provided unequabiyate schools within the municipality
are by and large first-rate, while poorer publihaus still provide sub-standard
education due to over-sized and under-resourcadada The result of this has been high
drop-out rates and many people failing to comptle@r education. According to the
2001 census, as many as 56 percent of the populatie not completed secondary
education, with 11 percent having no educationllat @nly a third of the population
have a Matriculation or some form of tertiary edigra In addition, one municipal
worker claimed that in general, the education syste not geared towards skills
development and entrepreneurial training. Thispglwith the low level of education,

22 Msunduzi Municipality, 2008b, LED Strategy 2008.
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impacts significantly on the availability of skiligithin Msunduzi. This skills shortage is
reiterated in Msunduzi's LED Strategy (Msunduzi Mupality, 2008b), which
highlights that businesses identified this as drte@major blockages to hiring labor.

The situation in this municipality is, therefore—ease municipal worker said—one
of an oversupply of ‘general’ labor and an undeppdy of ‘skilled’ labor. This
highlights the large and growing mismatch betwéwmnrieed for work to be done and the
availability of decent employment. For example,ilettihere are not enough jobs for
people in the municipality, there are simultanepusiore than 500 staff vacancies
available for different functions in local governnm&llonez.3 In line with this, there are
severe service delivery shortages in terms of stifu@ture and public works.

The employment challenge in Msunduzi municipaliw ctherefore, be regarded as
significant; however, it must be noted that it by, and large, similar to the challenge
facing the rest of South Africa. Urgent attentiogeds to be paid to this issue at a
national, provincial and, most importantly, at tbeal government level.

5.2.3. Municipal Strategy and Employment Creation

The issue of unemployment is addressed in a nummbé&ey policy papers and
planning frameworks. The starting point of theseai the national level, which then
informs provincial policy, which in turn informs dal government policy. From
provincial policy, the District Municipality of uMgngundlovu then draws its own
strategies. Four key strategies here are:

The uMgungundlovu District Policy Framework.

The uMgungundlovu Integrated Development Plan.
The uMgungundlovu Spatial Development Framework.
The uMgungundlovu LED Assets and Status Quo.

From the District municipalities’ broader goalse thpecific local Municipality of
Msunduzi is then able to draw up its own policymigavork, in order to respond to its
own specific employment challenges, ensuring alttime that it does this in relation to
the goals and policies within the broader Southcafr context.

The central policy document that informs developmeithin a municipality in
South Africa is the “IDP” or Integrated Developmerian (Msunduzi Municipality,
2008a). This is an approach to planning that giterto overcome the poor planning of
South Africa’s Apartheid past and involves all tigzens in a particular municipality in
finding solutions to long-term economic and sodavelopment? This plan forms the
framework within which other municipal projectsaphing and programs can function.
Although the plan is developed for a five year péyit is also reviewed annually, so that
necessary changes can be made.

According to the IDP, there are nine city goalst tteam the basis for strategic
direction and action. Two of these relate in savag to the employment situation or to
local economic development. These are:

% Msunduzi Municipality, 2008a,
http://kzntopbusiness.co.za/site/user_data/fileaMszi20lIDP202008_2012_1.pdf
2 http://www.etu.org.za/toolbox/docs/localgov/wehiatml
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Goal 2:

To promote sustainable economic growth and eqeitdéVelopment, in order to
perform above the national and economic developmelicators.

Goal 3:

To eradicate poverty, through sustainable servitiwaty and by creating employment
opportunities to realize the millennium developmgoals, with particular focus on
addressing gender imbalances and youth disparities

These goals highlight two important aspects of enta development: (1) growth
and (2) employment creation as one of the meareyddicating poverty. It must be
noted, however, that among these goals, employareation is not an important goal in
its own right. Despite being mentioned here inditye goals, employment creation in the
rest of the IDP is, by and large, seen througtdtimainant lens of ‘growth’ (goal 2 of the
city strategy); where the unemployment problem é&nd addressed is through the
creation of an environment that attracts investeosthat through commercial, industrial
and economic growth in general, more jobs are eceaMunicipal officials interpret the
municipality’s role as indirect and facilitatory e it comes to job creation. This
rationale is given as informing the relatively logrofile of specific employment
commitments in various strategic documents of theioipality.

Specific LED projects identified in the IDP include

The Edendale Development Corridor.

The Freedom Square Development Project (innerejtywenation).

The Implementation of a Tourism Agency.

The Production of quarterly economic and businegsis reports.

The Airport & Municipal Market (upgrade and impralveervices via Public Private
Partnerships).

Here again, the focus is on investment and devetopmvith employment creation
being the consequence of these.

Another important and relatively new document thegponds to the economic
challenges of the city is the 2008 Msunduzi LEDafgy. This document provides an
informed overview of the economy of Msunduzi ants s®ome valuable LED targets.
This document outlines important LED opportunitgas for the municipality, including:

Agriculture.

Agri-process.

Wood and wood products.

Tourism (especially business tourism).

Manufacturing & assembly to varying degrees.
Services especially in health, education, ICT agiklics.

The LED strategy goes on to highlight that growthits own is not enough and that
poverty alleviation strategies must be implemembeplarallel. The main area mentioned
relates to the building of skills, specifically wih the ‘second’ (informal) economy.
Here, the “development of small enterprises in #exond economy is the key
mechanism to ensure that there is shared growtiweeet the first and second
economies... people must be identified who are ayreative in small enterprises and
these people in particular should be empoweredos@hwho are not active need to be
encouraged, and opportunities need to be identdied created for such enterprises”
(Msunduzi, 2008b: 62).
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While factors outside ‘growth’ and ‘investment’ atherefore, outlined in the LED
strategy, this strategy was only put together i@88nd it is thus too early to identify the
fruits of this document. It will be interesting s®e how this translates into practical
programs and projects within the municipality. Whalking to municipal officials, it
was clear that the thinking in strategy was notrtdeminant method of addressing the
employment crises.

Overall, it would, therefore seem that while desieg levels of unemployment
always come up in some form, the means of achiettiiggresult are generally through
the indirect impacts of other projects.

5.2.4. Economic Development Programs &
Employment Creation

Five to 10 years ago, the Msunduzi Municipality waseconomic decline, with
little or no investment coming into the city, a ging level of unemployment and
poverty and the effects of trade liberalization @heéap imports taking their toll on the
city’'s manufacturing sector. The collapse of theesindustry between 1990 and 2005
was indicative of this process, with approximatél$00 jobs lost between 1990 and
2003 (PACSA, 2005).

In order to address this serious challenge, theergowent began to embark on an
aggressive Local Economic Development path focgpedifically on promoting inward
investment. As a result, the municipality’s growdite increased dramatically to over 3.5
percent during the 2001-2004 period, which is digaintly higher than in previous
periodsz.5 Job creation, it is believed by officials, will bthe result of increased
investment in the city.

The local government has undertaken a number ofikiégitives to facilitate the
establishment and growth of businesses. The Mualidanager describes the success
of these as based on “transforming the municipatitgrnally,” in order to completely
change the way in which the municipality thinks atbdnvestment. Through this
“internal transformation” the municipality changéom being “a sleepy hollow” that
was, at times, antagonistic towards potential itorss into one that is now absolutely
pro-active and investor friendly.

5.2.4.1. The investment strategy

Within Msunduzi, local government instituted a nwenbf innovative initiatives to
promote investment in the city.

Investment conference
In March 2000, the first ever Investment Conferemneas held in the city;
international, national and local investors werk ialited to participate. At this

conference, potential growth sectors were idewtjfleaamely aluminum downstreaming,
tourism, wooden furniture and footwear and leatlaed key properties were publicized

% http://www.sacities.net/2006/pdfs/cities_2006.pdf
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for development proposals. The results of thisfe@mmce were significant, with a
number of investments being made.

Incentives Package

In line with this, local government developed armeintives package that was
flexible and generous towards investors. Both aed expanding business qualified for
these incentives and concessions were extendedtto ibdustrial and commercial
activities. The incentive package included:

a discount on rates;

discounts on electricity;

free connections for services;
waivers on plan approval fees.

A major aspect of this incentive package was #gifflility, with the municipality
willing to negotiate and talk through issues, iderto find solutions for the potential
investor.

Investment Facilitation Committee

To facilitate discussions with potential investoas, investment facilitation team
was established. This involves a multi-disciplinegam comprising every governmental
department involved in development, from the citgiaeer and town planner to the
chief water engineer and representatives of therganey services. The committee
meets once a month to facilitate investment disonsswith potential investors. It has
been described as a “one-stop shop for the dew&lopghis innovative approach to
dealing with potential investors has been effective'smoothing the way’' towards
investment and has gained the city wide-spreacimccl

Business expansion and retention program &
survey

This plan was first put on the agenda in 1999; h@nebecause of a shortage of
resources, as well as capacity issues, it had talided. It is planned that in the first
guarter of 2009 (i.e. by March/April), this plancstd be operational. It is belived that
the outcome of the plan will be that over a threaryperiod, every business in the city
will be visited and interviewed by someone from ¢itg. The purpose of this would be:

To gather valuable data relating to what is happgmi the individual business and the
wider sector, as well as to gather important infation in relation to employment
creation or loss.

To let businesses know that the city takes aneéstén, and values, what they do; for
example, the fact that they create jobs and pa&g rabkes them valuable contributors to
the city.

To identify where there are businesses needingswgdport (esp. immediate things that
the city/council can do to intervene and help).

These data will then be collated, in order to @eavaluable database of businesses
in the city. In practical terms, this will involy@artnering with the University, in order to
process these data, as the Unit itself does nat tiees capacity to do this. It will also
involve each of the eight members of the Unit givim commitment to visiting one
business per week, in order to collect these dadebaild relationships.
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This information will be a valuable tool in assessiwhat is happening across
different businesses and sectors to enable bel@nipg and strategising for future
actions, and to insure the retention and expar@itoisinesses within the city.

5.2.4.2. Partnerships

In Pietermaritzburg, local government is workingorgjside a number of
organizations, in order to deliver on LED and jaleation. Not all of these will be
mentioned here, although the work of a couple es¢hwill be outlined. One of them is
SEDA (The Small Enterprise Development Agency), olthis the Department of
Trade and Industry's agency for supporting smadi®ss in South Africa. Because of
capacity problems, local government cannot prowatect support and mentorship to
potential businesses. They anewever, strategically placed to play a facilitgtoole
and so link potential businesses to other grougsdb have the capacity to provide this
support. For example, when small businesses goertatives come to them for help,
local government is able to facilitate applicatidos funding, to help them through the
paperwork and other bureaucratic matters and tbehnk them up with SEDA in
Pietermaritzburg.

The Pietermaritzburg Chamber of Business (PCBhatleer important organization
in the life of business and job creation in Pietitaburg. The Chamber came into
being in 2002, as a result of the unification & Midlands Black Business Chamber, the
Pietermaritzburg Sakekamer and the Pietermaritzb@mgamber of Commerce &
Industries. The process is thought to be uniqubimnvthe chamber movement in South
Africa. While the PCB does not work directly withcal government, their core goals
(of local economic development and the growth arubperity of business enterprises)
put them directly in the same sphere as the ecanai@velopment unit within local
government. There have been times when thesernoupg have worked alongside each
other, especially in terms of information sharinghere is, however, perhaps an even
greater scope for this partnership that could behnexploring.

5.2.4.3. Results

The results of this pro-active investment stratagy startling. According to one
municipal official, in 2006, forty new businessesdhcome to Msunduzi, and another
forty had decided to expand in response to thdeslya combined, this translates into
approximately 4,000 job%. Investors in the city were in awe of the municiyas
response, to the extent thate major investor said:The Msunduzi Municipality is the
most co-operative, knowledgeable and proactivevehaver dealt witfi. Jim McLean,
MD Liberty Properties, Developers of the Libertydi#inds Mall (Interview, December
2008).

Nevertheless, this pro-growth strategy may not beugh to solve the crises in
work. According to research, economic growth i@ #inea is, in fact, being accompanied
by a slow decline in rates of unemployment andsriserates of employmeht.While
local government has made ground-breaking headwagcreasing investment in the

% hitp://www.sacities.net/2006/pdfs/cities_2006.pdf
27 http://lwww.sacities.net/2006/pdfs/cities_2006.pdf
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municipality, such a pro-active, innovative attiéués needed in strategizing how a
greater number of permanent, sustainable and dgtentan be created, and how there
can be greater interaction with, and support floe, informal economy. As one senior
municipal worker said; “If we are dead serious dabeoteating more jobs, then
government needs to be more interventionist, andusb set fancy targets. There needs
to be a dramatic re-think of the way we’re curngmtbing things. The reality is that no
one’sreally focused on it [employment creation]; there’s nobwgh coordinated effort
from national government's part to make this a i§iggmt priority and focus.”
(Interview, December 2008).

It has also been found, that although big busiaessinvestors have benefited from
this policy, most SMMEs in Msunduzi do not view shemeasures (specifically in
relation to business support) as being particulaffgctive’® Furthermore, the friendly,
pro-active environment has not been transferredetding with the informal economy.
This is a matter of concern because, as one NGQigubbut, the majority of jobs come
from the SME sector and there is huge potentialtii@ informal sector in terms of
generating future entrepreneurs and business owners

5.2.5. Employment Creation through other Municipal
Processes

While the major strategic and operational thrughimilocal government is towards
investment as the ‘high road’ to job creation, ¢hare other programs specifically
designed to create jobs. The most important cdethe the National Expanded Public
Works Program (EPWP). It was identified that: “@ddress this investment in social
infrastructure, the government has decided thatskhauld launch an expanded public
works program. This will ensure that we draw digant numbers of the unemployed
into productive work, and that these workers géitisswhile they work, and thus take
an important step to get out of the pool of thobe w&re marginalized.” (President Thabo
Mbeki. State of the Nation Address in February2&durced from www.epwp.gov.za).

This program aims to create temporary work oppatias for the unemployed,
using public sector expenditure. The work oppaties are then combined with
training, education or skills development, with #im of increasing the ability of people
to earn an income once they leave the program.

In relation to this program, the municipality isr@ntly involved in infrastructure
development and urban renewal projects that areskmd on using these more labor-
intensive methods. These are done under the ERPANReb and use both MIG funding
(the Municipal Infrastructure Grant) and money edited in the municipal budget. These
include:

= 13 major road work projects.
= The improvement and installation of further VIP&ts.

= The building of multi-purpose community centers.
= Alien vegetation clearing project.

2 Msunduzi Municipality, 2008b, LED strategy 2008
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To date, there are 23 EPWP projects in Msunduziyto€éh 22 have been approved
(one is currently overdue). Implementation hasnbeempleted in nine of these; one
project is overdue and 13 are not yet due for cetigoi.

While the EPWP in Msunduzi has been successfuldating jobs, the number and
pace of jobs created is not enough to impact tleenptoyment problem significantly and
speedily. The table below presents the total mdnand actual work opportunities
created by October 2008:

Table 3. Delivery on EPWP employment

N. of Work Total No. Of No. of No. Of No. of
Opportunities Men Women Youth Disabled
(Oct 2008)
Planned (accumulative 14 954 6,665 7589 7,442 437
to date)
Actual (to date) 3,497 2,293 1,204 2,256 13

Source; Personal communication with Msunduzi EPWP consultant report.

It is evident that while a substantial number dfsavere created (3,497 by October
2008), this is a far cry from the more than 14, that were planned. The two most
disappointing figures in this table are the totaber of jobs created for women and the
total number of jobs created for the disabled. yOb6 percent and three percent
respectively of the planned jobs for these two gsowere created by October 2008.

Part of the EPWP is to provide training and skilesrelopment for workers. By
October 2008, it was planned that 2,333 days afitrg would have taken place overall
(in both accredited and non-accredited traininig) reality, the number of days spent on
training far exceeded this, at 4,935 days. Intémdialthough it was planned that overall
353 people would be trained, the municipality wadact, able to train as many as 839
people. This shows that, in terms of training, BR®WP was far more successful than
planned.

Projects in the municipality have largely been ctatgd within the allocated time
and budget (despite more days spent on trainind) lve also been successful in
training and partly successful in the number ofjokeated. Other positive effects of the
EPWP include the peripheral jobs that are createc aesult of the program. The
installation of VIP toilets, for example, requiresncrete blocks, slabs and toilet pans.
Local residents have, therefore, been able to ererterprises around pre-cast concrete
manufacturing. Once the VIP toilet project is céetp, these enterprises will be
sustainable as the local residents will be abkeitio their attention to providing concrete
blocks for their community. Moreover, being a palbWorks program, the EPWP not
only creates jobs, but also improves the standarliving of the community within
which it operates. For example, improvements iadsoand toilets means improved
safety and public health respectively. All of th@se important in alleviating poverty in
communities.

Despite these positive effects, municipal officgggve mixed reports on the
effectiveness of the EPWP. According to one ddficthe EPWP has not been as
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successful as hoped in the municipality becaus@dbple and companies on the ground
who are responsible for implementing the projects reot always prepared to use the
‘labor-intensive’ methods that are required; orleast not to the extent that will
significantly impact the unemployment problem. Trooch reliance is still being placed
on machinery. Another official felt that the treig had not been as effective as the
statistics seem to suggest. He commented thabtiteact work was usually over a short
duration with limited time, therefore, to teach thierkers any significant skills. Most
workers involved in the program emerge little chethgn terms of their skills level. In
line with this, it was the experience of one NGa@ttskills training did translate into jobs
for community members. Given this state of affaitise NGO argued that the
sustainability and impact of such a project isréfare, questionable.

5.2.5.1. The role of outsourcing

Local government in Msunduzi, like in so many otmeunicipalities across the
country, outsources a lot of its services. Verenf they themselves do not have the
capacity (or the resources) to do the work, andutsourcing, which is often cheaper for
the municipality, is the best option for servicdi®y. The process for outsourcing
involves advertising the work, for which privatengoanies then tender. According to
reports from local government, 70-80 percent oftiamts go to local or previously
disadvantaged people. And yet, they acknowledge this figure is not easily
guantifiable. One NGO, which works on the grourehorted, for example, that local
people do not feel that enough of the work beimegated actually goes to them.

5.2.5.2. Challenges

For the local government, the challenges of capamid a lack of resources are
serious inhibitors in their ability to create jolmypport local entrepreneurs and the
informal economy, and even to provide a friendlyimmment for big business (although
they have been extremely successful in doing thignother significant challenge
identified by local government were the legal asgidlative restrictions they face, which
largely prevent them from any significant intenientand from influencing private
business in terms of who is employed, how manyeanployed and also how they treat
their workers. Very often, they feel that they taeed with a limited array of options to
deal with these employment issues.

Furthermore, they feel that the rolelofal government is not being given adequate
recognition and is, therefore, not as effectivé asuld be. According to South Africa’s
constitution, there are “threspheresof government,” although members of local
government highlight that, at times, this feelgeas like “threetiers of government,”
with local government right at the bottom and dithto by provincial and national
government. While they are, therefore, “closesth® people” in many respects and
know the needs and opportunities of their munidilgal much more intimately that
someone looking at the country from a more macrspestive, they are very often at
“the bottom of the ladder” when it comes to genagaand implementing strategies and
plans. In addition, the role of the ‘city’ is oftecomplex. While local government
oversees the Msunduzi municipality, it is not diecesponsible for the city of
Pietermaritzburg. In terms of education, healtld golice services, for example,
provincial government is directly involved and respible. At times, this can make
implementation incredibly difficult.

These restrictions can, however, be used as a miean& avoid dealing with the
tough issue of employment creation. For exampbeall government decided that
investment was hugely important to the city anddaspite all the odds, they made it
possible for this to happen, smoothing the way @utting corners wherever possible, in
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order to aid investors. It would seem that thisisdenacious attitude is needed when it
comes to employment creation.

5.2.6. General reflections on the Msunduzi case
study

The Msunduzi Local Municipality’s current econondevelopment programs are
pro-active and innovative, and provide a numberbefst-practice models’ for other
municipalities to learn from, especially in term$§ areating an investor friendly
environment that attracts ‘big business,” whichtum, is seen to generate jobs for local
people and pump money into the municipality. lowd also be noted that the
municipality’s response to health issues such ag/AIDS has been identified as
international best practice, specifically in radatito strong partnerships that have been
formed with other stakeholders in the communityheTlessons learned in these two
highly successful areas need to be carried adrossger to inform employment creation
practice.

There are, however, a number of areas in whicletiseroom for further work to be
done. While an extremely friendly environment baen created for the ‘first economy’
less focus has been put on creating a similarhblérg environment for the ‘second
economy’ or ‘emerging market’ specifically in termSsupporting small businesses and
the informal economy and boosting entrepreneurshitpin the community. As the
municipality has highlighted, their capacity is iied; however, this does open the door
for the generation of important public-private parships. Perhaps local government
needs to explore this avenue further or at leasratipnalize plans that have been
proposed in the 2008 LED Strategy. Working witheststakeholders (taking lessons
from their health strategy) and including privatdéegprises, trade unions, actors in the
informal economy, academic institutions and othierslevelop a strategic approach to
employment generation and local economic developméhenable the municipality to
carry out its mandate “to promote social and ecdaoa®velopment” more effectively.

In addition, the focus on investment—although exely successful in and of
itsel—is not enough to halve the level of unempheyt by 2015 (as set out in the
Millennium Development Goals). More thinking aroudirect employment creation
initiatives is needed, especially given the impafrtanpact that this could have on
poverty alleviation.

The municipal manager noted that an “internal fiamnsation” was needed to get
the whole municipality thinking creatively towardad around investment, especially on
how to overcome the obstacles of bureaucracy ahdrevnecessary, the restrictions of
national and provincial government. Consequerntlg, municipality has undergone a
radical transformation from a “sleepy hollow” intp place with “one of the most
progressive investment strategies”. It would séeah for employment creation to really
take off, a similar ‘internal transformation’ neetts happen. If there is to be any
significant change, the problem of unemploymentdse® become a primary or direct
focus, rather than holding the secondary, or indingace that it currently enjoys.

In the 2008 LED Strategy, there is a focus on issaetside of growth and
investment (more so than in other strategic anttyolocuments). These did, however,
need to be translated into programs and projedtse of the problems with the IDP that
a local government official highlighted was thdtfimes, it becomes merely a ‘wish list’
or a catalogue of unreachable and idealistic targgth an insufficient basis on reality.
They suggested that it may be necessary to ideatifjmore successful method of
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planning and mentioned that a city strategy maynbee useful. It is important that the
LED Strategy does not fall into the same trap.

This same frustration with plans not translating ireality that has been expressed
by the officials is also being felt within the comnity. In talking to local NGOs, one
factor that was highlighted has been that whenethmganizations interact with the
community about the issue of employment, mostanitizfeel that the government is not
doing enough to create jobs, especially in termgrofpoor rather than pro-growth
development. It is interesting to note howeveat thost people do not consider the role
of local government in employment creation atlalit, rather see this as the responsibility
of the provincial government. This seems to ptorthe fact that local government is not
doing enough to promote itself and its vital ralethe local community, with the result
that the community has little or no confidenceha tormer’s abilities. In support of this
theory, people’s perceptions of local governmeat er general, rather low, with only 41
percent of residents feeling that they trust logavernment, 37 percent of residents
feeling that the municipality was able to respoadccomplaints, and 39 percent feeling
that the municipality would then have the ability rectify these problentS. Further
highlighting the low levels of faith that citizehgve in local government, only 6 percent
of residents felt that local government was sudadgsble to provide jobs in their area.

Another area for consideration is the perceptionoragn NGOs that local
government may not be dealing effectively with myocommunities on the periphery;
rather than moving in and attempting to import sty it is suggested that a more
effective method could be to asses the assetseoédmmunity first, and then build on
what is already there. In this way, the approagol creation and poverty alleviation is
context-specific and may meet the needs of a péatidocality better. This will require
the municipality to really ‘get to grips’ with tHen-the-ground’ issues being faced by a
particular community.

This same NGO raised concern about the skillsitrgithat is currently being given
in the municipality. This NGO has had significamteraction with local communities
and whenever they do workshops in them, they askgtlestion: “How many of you
know someone who has received skills training?'whach most of the participants say
that they do. They then ask: “And how many of thpgople that you know who have
received this training now have work?” To which mgsrticipants respond in the
negative. In other words, the experience on tlermt is that skills development is not
translating into jobs. The reasons for this cdddwo-fold:

either the current skills development programsnateeaching theght skills that are
most needebly businesses or;

there is a ‘facilitatory’ gap in the market betwgmtential employees and potential
employers that needs to be filled, in order to én#iese two potential candidates in the
working relationship to successfully link up.

This issues need to be thought through if skilning projects, and programs such
as the EPWP, are to be effective.

# http://www.sacities.net/cities/msunduzi.stm These statistics are based on the 47.8% of
registered voters in Msunduzi Municipality who tednout to vote in the local government
elections. This low statistic suggests, in itsalfelatively low level of residents’ involvement in
(local) government.
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Another area which will further aid the local gowerent to carry out its mandate of
promoting social and economic development is inaitea of monitoring and evaluation.
In all projects and initiatives undertaken by thenmipality, this area was conspicuously
absent. This poses a problem in determining jost affective their current programs
are in terms of employment creation and wider LEBués. Regular monitoring and
evaluation would provide valuable data to aid matgfgic planning for the municipality.
While it is acknowledged that resources are scahi®,does create another opportunity
for partnerships to be forged with other institnipspecifically graduate programs at the
university.

Another area that was identified by governmentcddfs is that a very small
proportion of the budget is allocated to LED. Imler for LED to be effective, more
resources will need to be allocated to it.

Research presented in the 2008 LED strategy fobat while businesses were
mostly satisfied with the rate of growth and thsibass environment in general—feeling
that it is conducive to investment and equal opputies—they were less satisfied with
the rate of service delivery, the delivery of arpioved quality of life for all and the
involvement of all communities in economic growtiThe next challenge for local
government is to address these issues and coraiderate, more direct methods of job
creation.

6. Broader reflections on South African
municipalities and urban employment
dynamics

It is clear from the discussion in the report thaiployment does feature as an issue
in the planning frameworks of South Africa’s urb@annicipalities. It is also clear that
national policy and legislation has played a raotemobilizing local government to
respond to some dimensions of the urban employorésis in the country. In part this is
through creating an environment supportive of mipaiities taking on commitments
around local economic development. However, itdlas involved directing municipal
governments to utilize national grant funds in supjpf national public works program
objectives. Both case study cities have responddebdese imperatives and have rolled
out programs in support of economic development andariety of initiatives in the
public works field. The following points have beéderived from the discussion in this
report and are supported by insights gained bwthikors from their knowledge of other
South African cities.

What has worked well in directing municipal attentiand resources to urban
employment challenges?

= A national policy framework, which is explicit itsisupport of local government taking
an active interest in economic development chaéler(§rom the constitution through to
policy documents, legislation, support programs ssmde measure of funding).

= The creation of a level of local capacity to infototal stakeholders about economic
challenges and to support locally initiated actboneconomic challenges.
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The national commitment to rolling out public wonssograms and their attachment to
major municipal grant funding processes forced mipai governments to seek to
accommodate enhanced employment goals in a signifarea of municipal activity.

In eThekwini, partnership initiatives around ecomorolusters, have contributed to
effective action, which has support both improvedpyment effects and progress
around decent work goals.

The eThekwini experience in the recognition of steategic role played by informal
employment in the local economy resulted in sulisthinvestment commitments to
improving the working conditions of informal worleer

The creation of a special unit in eThekwini—inilyalfocusing on public works
projects—has allowed for consistent enhancemengradiect design and innovations
that have the potential to yield ongoing employmiempacts. The case of exploring
innovative contract arrangements in maintenancersehl is worth noting.

eThekwini has also managed to promote new inigatiin fields such as verge
maintenance and solid waste collection; this has laehieved through a combination of
political and bureaucratic will to support a moreedt role for the municipality in
employment creation.

Msunduzi's innovative support of investment hasugia significant employment to the
city and demonstrates that a municipality sensitoveeconomic development matters
can yield positive impacts.

What have been some of the shortcomings directingicipal attention and
resources to urban employment challenges?

National frameworks (policy, legislation, etc.) deto be somewhat limited around
specific areas of employment-related focus, witkradency to not move much beyond
the notion that the creation of an environment cene to business development will
help deliver improved employment performance. €hpslicy frameworks tend to
avoid suggestions that government could interveratrect failures and generally tend
also not to recognize the scope of major urbanecerb contribute meaningfully to
national economic objectives through a varietytbgo programs.

Beyond support for skills development processesethg only a limited focus on
supporting the upgrading of working conditions upgort of decent work agendas,
although there are notable project-based excepsanh as those involving informal
traders in eThekwini.

Forms of dialogue and engagement with organizatibasmight represent the interests
of the urban poor have tended to be limited toiticathl political channels and have not
secured an adequate voice for such interests ah dtecision making.

National programs developed to support enhancedogmgnt in the country, such as
public works programs, have tended to become hednireaucratized, resulting in
limited scope for local innovation and adaptionwasl as a lack of responsiveness to
requirements for reduced transaction costs andiggregecision making.

Larger metropolitan councils have their own reseusase and sufficient economies of
scale to create organizational capacity to deleiectively designed and managed
programs that have a higher likelihood of meetingalder goals than limited exposure
to some short-term work.

A lack of a medium to longer-term vision of laboarket development is a problem, in
that municipalities struggle with the managementetditionships with people employed
in delivering municipal services or working on neipal funded projects on an
extended basis.

Local economic development initiatives tend to havelirect focus on enterprise
development, with employment seen as a produanpfaved enterprise performance.
It is not clear that there is an effective linkweén the two, which is facilitated by
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public policy. It is also not clear that the lasgemployers in the city are securing
sufficient attention from the municipalities.

Procurement systems are highly regulated in Sodtltad municipalities. This has
positive dimensions but also limits scope for driyviimproved employment impacts
through procurement management.

As regards to the experiences of the two cities #rar municipalities, the
following specific instruments stand out in ternfstleeir relevance and the usefulness
they have demonstrated:

Creating a conducive environment: Although offisiah both municipalities indicated
that there was much more that they could do withis category, they did feel that this
had impacted on creating an environment in whickiriesses could invest, grow and
expand. In both instances, municipal officialsdpparticular attention to the needs of
business, either through a direct communication noblh over service quality
(Msunduzi) or by responding to local industrial lparfrastructure needs. Contributing
to such an environment also included some veryctiaed active steps such as the
provision of incentives in Pietermaritzburg andaatipership to develop industrial land
in Durban. In this light, it could be said thattfb@ntities understood their role as an
activist one and paid less attention to matter siscred tape reform and efficiency of
processes than might have been deemed equally tampoin contributing to a
conducive environment.

Knowledge and insight: Over time, both entities énavitiated research processes and
brought in expertise to assist decision makers atie@r local stakeholders make
informed decisions about the local economy. This lhelped to reduce perceived risks
with programs and also built up the credibility gdvernment officials as informed
participants in local economic development processe

Partnerships: While both entities had partnershipegences that ebbed and flowed
over time, they both identified these as being rgsdein supporting the capacity and
appropriate targeting of interventions.

Sector targeting: Both municipalities, on differagales, made efforts around sectoral
initiatives. In Pietermaritzburg this began witamqming how to reduce job losses in the
footwear sector, while in Durban the initial focuss on supporting the potential
growth of the automotive sector.

Strategic commitments: Both entities made strateg@ammitments concerning
employment in their municipal planning documen#dthough these were at times not
followed up in terms of specific programs, they diflect a general sensitivity to the
issues, as well as an awareness of the challenges.

Procurement and public works: While setting up ¢hiedtiatives has been complex and,
at times, quite costly, they have enabled both pipal entities to contribute to national
goals on enterprise development and job creatidhe alignment of these initiatives
with national funding grants has played a key roleencouraging local municipal

action.

The tendency in both cities is to see themselvebex®ming more active in
employment matters, with greater levels of direteivention through specific projects
and programs (such as EPWP and procurement), throagjtal programs, as well as by
leading other actors in the local economy in jomtiatives. Officials in both cities
reflected that they had spent some considerable ¢ixploring different approaches and
that they would be in a position to be far morepoesive to playing a role around
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employment if national policies were to be shiftediards a greater employment focus.
However, a key issue that arises from this expeeds that actual impact assessments
have tended to be limited and successes havened,tbeen claimed where results might
be less clear. It is also apparent that municgagacity in both contexts is being
severely stretched, which could limit the kindsirapacts that might be achieved in the
future. It is also worth noting that many of thare reflected in recent years took place
during a period of solid economic growth. As tloeigtry enters an economic downturn,
it is not entirely clear that some of the statereti programs can secure the impacts that
they were expected to have.

In considering some possible responses to theserierpes and the employment
challenges that have faced municipalities, sompomdents have suggested that there
would be benefits in mobilizing South African cfi@round the concept of an urban
employment charter. This would serve the purpdseaising the profile of employment
issues attached to a public declaration and coela Ipoint around which to mobilize
other stakeholders; it could also help to genenadee direct forms of recognition and
support from central government. It was also pseplothat a more effective system of
support could be considered to enable the enhamtesh@ascent capacity in public and
non-public spheres, in order to mobilize actionemmployment in medium and smaller
cities. It was further proposed that greater aanoy needed to be provided, in order to
allow municipalities to develop their own locallyp@opriate responses that could
significant amend national programs, which tenBdmverly generic in their design and
intent.
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Interviews

Municipal officials from the following departmenigere interviewed:
Msunduzi

Msunduzi Municipal Manager

Economic Development

Infrastructure/engineering

Consultant advisors on EPWP

eThekwini

Economic Development

PMU

In addition to these interviews either telephamiemail exchanges were held with officials
from:

SALGA
SACN
PCB

Diakonia Council of Churches
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Appendix: Summary responses to ILO TOR questions

Question

Msunduzi

eThekwini

1. Are there national laws and programs
directing the local government to consider ways
of increasing local employment?

Municipal legislation identifies responsibilities
around economic development and poverty
reduction for local government.

National Local Economic Development guideline
document identifies employment creation as an
important outcome of LED outputs.

National Extended Public Works Programme
identifies municipalities as key implementers of
the program

Municipal legislation identifies responsibilities around
economic development and poverty reduction for local
government.

National Local Economic Development guideline document
identifies employment creation as an important outcome of
LED outputs.

National Extended Public Works Programme identifies
municipalities as key implementers of the program.

2. Does the municipality have its own explicit
policy or policies concerning its activities aimed
at generating local employment? Does it have
related policies implicitly or secondarily aimed
at employment generation in general or focused
on specific activities?

There are explicit commitments to reducing
unemployment and supporting employment in
the Municipal Integrated Development Plan
(IDP) and in the economic development strategy.

A specific policy has been adopted to utilize the
National Public Works Programme (EPWP) in
infrastructure development related to grants from
the Municipal Infrastructure Grant (MIG).

Employment creation does appear as one of a
number of objectives in a variety of municipal
programs but is generally seen as a secondary
effect of other interventions.

The municipality has recently drawn up its own
LED strategy (2008).

There are explicit commitments to reducing unemployment
and supporting employment in the Municipal Integrated
Development Plan (IDP) and in the economic development
strategy.

A specific policy has been adopted to utilize the National
Public Works Programme (EPWP) in infrastructure
development related to grants from the Municipal
Infrastructure Grant (MIG) and in a variety of municipal
funded service and infrastructure programs.

Employment creation does appear as one of a number of
objectives in a variety of municipal programs but is generally
seen as a secondary effect of other interventions.

3. Does the municipality have local bylaws
and/or regulations explicitly or implicitly aimed
at employment generation in general or focused
on specific activities?

No.

No.

4. What, if any, help has the municipality

Limited support via Provincial Government EU-

Support from the EU where funding was obtained for an
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Question

Msunduzi

eThekwini

received from international or national
assistance programs to focus on the issues of
employment generation or LED and what has
been the focus of the content of these
Programs?

funded Gijima Local Economic Development
Programme.

area management program in five selected areas. One of
the five result areas related to economic development and
job creation.

5. What is the role of the municipality in
developing local infrastructure including roads
and paths, water supply, drainage and
sanitation and solid waste management?

The municipality does have responsibility for
certain areas of infrastructure development, with
some being handled by the Umgungundiovu
District Council.

The Municipality handles all these categories of
infrastructure development.

6. Insofar as it has responsibilities, does the
municipality have an orientation or a policy on
selecting more employment-intensive methods
in infrastructure development and, if so, what
are the constraints (e.g. national guidelines on
tendering) and what have been the results
(evaluation of experience)?

On MIG-funded projects an imperative exists to
utilize labor intensive construction methods,
especially where EPWP activities are organized.

In tendering processes, a primary focus is on
black economic empowerment imperatives and
the involvement of small businesses (in line with
national procurement legislation), unless specific
requirements are  written  into  project
specifications that require labor intensive
processes.

Officials identify a lack of influence over district
projects as a limitation, as well as the limited
scope for contract negotiation in the present
procurement framework. They also identify
national policy as being restrictive.

The municipality has sought to maximize the receipt of
national grant funds for infrastructure and has set up a
specific unit to enable it to fulfill the public works and
enterprise  development objectives written into the
conditionality of such grants.

The municipality has also urged various service
departments to roll out projects that can increase the
number of employment opportunities associated with
municipal service activities.

Municipal officials identify the restrictiveness of procurement
policy and excessive bureaucratization of approval
processes in national and provincial departments as
hindering progress.

7. Where other authorities or the private sector
have responsibility for infrastructure provision,
what possibilities and restrictions exist for the
municipality to influence how these are
executed, with respect to employment
generation?

Municipality has not had much success in
effective collaboration with Umgungundlovu
District in partnering on projects in the Msunduzi
area with employment impacts. Constraints
relate to both political disputes and lack of
shared priorities.

Where the private sector is involved, the
municipality feels that it has limited scope to
impact employment generation and conditions.

Massive public investment in transport infrastructure around
the port by national parastatal (Transnet) has involved
enterprises development commitments but is not geared up
as a labor intensive construction project. Municipal
engagement with this entity on this matter has not been
seen as a priority.
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8. In providing assistance to upgrade living
conditions in informal settlements (slum
upgrading), does the municipality have policies
and programs that specifically encourage more
labor-intensive  approaches? Does the
municipality engage communities to be involved
in such upgrading (community contracting) and,
if so, with what results (evaluation of
experience)?

The municipality has partnered on some
People’s Housing Process subsidy housing
projects where recipient labor resources are
used in construction of starter homes. However,
employment creation is not a priority on these
programs. Contractors are generally required to
utilize local labor.

Employment creation is not a priority on such programs,
although the extension of infrastructure to such communities
has involved some EPWP initiatives. Contractors are
generally required to utilize local labor.

9. In other areas of municipal procurement,
including supplies, transport and services, does
the municipality have an orientation or specific
policy aimed at sourcing locally and labor-
intensively? If so, have problems been
encountered (e.g. national regulations on
municipal tendering)? In general, what have
been the results (evaluation of experience)?

There is some attempt to support a measure of
labor intensity in these programs. Obstacles to
this are often due to the lack of affordability of
capital equipment.

The experience of the municipality in supporting
labor intensive construction has not been
developed in these other service fields.

Officials report struggling to generate operating
revenues in support of such initiatives as there is
little in the way of national funding for anything
other than capital grants.

The municipality has developed pilots in a range of different
areas, with either enterprise development or employment
generation goals or a combination of the two. Many of there
are relatively recent and are still in the test phase.

Attempts to extend municipal service coverage through such
schemes have been tested in solid waste collection,
lifesaving, verge maintenance, road maintenance, other
maintenance fields and a handful of other areas.
Experience has been mixed but a determination exists to
persist and to build appropriate capacity.

Officials mention challenges in municipal procurement
frameworks as an obstacle, in addition to a lack of specialist
knowledge. The municipality has also seen growing levels
of labor action over differentiated conditions.

10. Does the municipality have policies and
programs to facilitate the establishment and
growth of businesses? How have concerns for
employment creation influenced these, and with
what results (evaluation of experience)?

Measures to attract international or national
inward  investment  (metals, automotive,
footwear, furniture, agri-processing).

Simplified business registration procedures and
other measures to increase administrative
efficiency.

Tax breaks, subsidies and other incentives
aimed at encouraging business development.

Advice, training and other programs for
entrepreneurs through the SEDA entities.

Measures to attract international or national inward
investment.

Support for businesses making investment decisions
through facilitation services by investment agency.

Advice, training and other programs for entrepreneurs
through the SEDA.

Advice and training and other programs for cooperatives
and other forms of social enterprise.

Training and other programs aimed specifically at actors in
the informal economy, as well as infrastructure provision.
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Information and assistance in securing finance
for new enterprises or enterprise expansion from
all sources.

Measures aimed at developing specific
economic sectors (with a previous focus on
declining shoe sector, with some success in
avoiding greater job losses).

Rehabilitation and/or provision of land and/or
buildings for business location, both industrial
and commercial;

Tourist development (there wasn’t much of this,
from the people | chatted to)

Real-estate development with a focus on
facilitating public sector location in inner city

Information and assistance in securing finance for new
enterprises or enterprise expansion from all sources, once
again through SEDA.

Measures aimed at developing specific economic sectors
(business process outsourcing, chemicals, automotive,
waste reduction, maritime and logistics, film and television;
with a focus on contribution to growth and a secondary
focus on employment potential).

Skills development/vocational training; in particular linked to
targeted growth sectors.

Rehabilitation and/or provision of land, and/or buildings for
business location.

Tourist development.

Real-estate development.

11. Does the municipality possess information
on local employment by industry and/or
occupation and on local skills? If so, how is this
collected and for what is it used (examples)?
Are there related databases such as lists of
local enterprises (e.g. are any kept by the
municipal business registry or the chamber of
commerce)?

At various times, the municipality has
commissioned studies by researchers at the
local university to gain a deeper insight into the
local economy. It has been used in strategic
decision making, for example decisions
pertaining to the allocation of land for
development. The Municipality commissioned
the studies with the involvement of the local
chambers of business.

The municipality does have access to national statistical
data sources and purchases modeled data sets on the local
economy. The municipality has also commissioned surveys
and research studies to improve evidence-based decision
making. These have included a large scale firm survey, as
well as specific sector studies. The municipality has worked
with the Chamber of Commerce on some of these
endeavors or with industry specific associations.

12. Does the municipality collaborate with
surrounding (peri-urban) municipalities to obtain
metropolitan employment information?

The District municipality of which Msunduzi
forms a part has not partnered Msunduzi on any
of its information initiatives to date.

The eThekwini Municipality has provided surrounding
municipalities with some informal assistance in their data
needs but there is no close collaboration.

13. Does the municipality (and its peri-urban
partners) have information on the currently
exploited and potential natural resource
endowment of the sub-region and the
employment generation in maintaining this or
rehabilitating it where it has been damaged by
past developments (rural and urban agriculture,
renewable energy, ‘waste’ recycling, mineral

The municipality has done some work on bio-
diversity protection in partnership with the district
municipality and there have been some projects
aimed at supporting environmental services
through, for example, the removal of alien
vegetation; however, these have been limited by
the lack of appropriate funding sources.

The municipality has carried out considerable work on
identifying its most important natural resource assets, both
in terms of their potential to provide environmental services
and for their services as economic assets in more
conventional terms. The most obvious example is that
related to the 80km of coastline, which is used extensively
for tourism and recreation purposes and contributes to
formal and informal employment creation. Other natural
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resources, etc.)?

assets that are too sensitive for high intensity use have
been rehabilitated through a variety of programs including
some use of Working for Water funds from national and
provincial government.

14. What capacities does the municipality
possess (or can or does contract in from
universities or research organizations) to
analyze aspects of economic structure,
comparative  advantage, = competitiveness,
labor-intensity of different investment
strategies, value chain/multiplier analyses,
economic costs of unemployment, etc. What
has been done so far and is this a once-off or a
continuous exercise?

The municipality has very little in the way of its
own economic analysis capacity and is generally
forced to draw on consultant skills, the
knowledge of researchers at the local university
or use resources that exist in the Provincial
Department of Economic Development. Nothing
has been commissioned with a specific focus on
employment issues. The Business Expansion
and Retention Programme and research that is
due to be initiated in the first quarter of 2009 will
partner with the university for the analysis of this
data due to capacity issues.

The municipality has some expertise around the conducting
of various forms of economic analysis but generally this is
combined with capacity at the local university or with that of
consultants. Once again, very little has been done with a
specific focus on employment. However, a range of
commissioned work has provided insights around
employment such as the large firm survey, which provided
information about constraints on firms expanding
employment.

15. Has the municipality developed a coherent
or strategic approach to local employment
generation or to local economic development?
In the latter case, what role has employment
generation played in its development? Has the
municipality undergone a specific planning
procedure and, if so, what were the steps and
how has this been documented and
disseminated to involve various stakeholders?

The municipality does have an economic
development  strategic  framework,  which
identifies a number of areas of program focus.
The document acknowledges the employment
challenge but the focus areas are in enterprise
development. The process to developing the
strategy did involve a number of consultation
steps with stakeholders, including a local
economic summit and was, therefore, informed
by these processes.

The municipality does have an economic development
strategic framework adopted by the full council, which
identifies a number of areas of program focus. The
document acknowledges the employment challenge and
sees this being met through improving skills in the labor
market and the development of a number of priority sectors.
The process to developing the strategy did involve a number
of consultation steps with stakeholders and was, therefore,
informed by these processes. Municipal officials have made
an effort to present the strategy to a variety of interested
stakeholders in the city.

16. If such a strategy has been produced, how
have social issues such as poverty alleviation
(distribution of benefits) youth and women’s
employment etc. been taken into
consideration?

Reference is made to the social issues, largely in
by viewing them as a product of weak economic
performance. The strategy does focus on small
and micro business formation and black
economic empowerment in an effort to address
some social challenges. Broader strategic
frameworks such as the IDP focus on these
social challenges in a more direct manner.

Reference is made to the social issues, largely in by viewing
them as a product of weak economic performance. The
strategy does focus on small and micro business formation
and black economic empowerment in an effort to address
some social challenges. Broader strategic frameworks such
as the IDP focus on these social challenges in a more direct
manner.
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17. With what other actors (e.g. chamber of
commerce, trade unions, associations of
informal workers, educational institutions,
women’s and/or minority groups) has the
municipality collaborated in developing its
employment (or LED) strategy?

There has been limited involvement of organized
business, with the Chamber of Commerce
largely excluded from bilateral discussions and
inconsistently included in the strategy processes.
There has been some engagement with the local
university but little in the way of consultation with
the stakeholders.

The strategy is seen as the product emerging from the
experience of the municipality in working together with
organized business for a number of years. Other social
groupings were not extensively consulted.

18. What are the institutional arrangements for
municipal activity in employment generation
and LED (e.g. an employment or economic
development department, ‘economic
intelligence unit,” Local Economic Development
Agency [LEDA])?

At present, a small unit exists that focuses on
economic development. The municipality has
been cooperating with the national Department
of Trade and Industry in the local operations of
the Small Business Development Agency
(SEDA), which is part of a national network. In
the longer-term, municipal officials see
themselves as being able to grow their capacity
since greater levels of direct funding will be
available and associated with its status as a
metropolitan council (Note: budgets at an
operating level are around 10% of those of
eThekwini).

In 1997, the municipality’s predecessor structure was the
first in the country to create a dedicated economic
development department. This was established alongside a
tourism marketing agency and a major events agency set up
in partnership with local business interests. Subsequently, a
Durban Investment Promotion Agency was established.
These entities worked closely with an informal partnership
body between local political and business leadership called
the Durban Growth Coalition. In recent years, the external
agencies have been brought back under municipal control.

19. How are these arrangements structured?
Who is involved? How many people does it
employ? With what skills and what has it
produced by way of outputs and results in
terms of generation of employment?
Specifically:

How is the issue of directed municipal
investment and procurement addressed?

How is the question of inward investment
addressed?

To what extent does it coordinate the kinds of
activity outlined in question 9 above?

What is intended in influencing rural-urban
linkages and how do employment-generation
considerations enter into this activity?

What sectors are targeted and why? To what

Four officials have economic development
outputs as a major element of their day-to-day
activities but some are also responsible for other
fields of work. Officials see as their major
successes:

The development of a strategy.

The commissioning of research and sourcing of
data for decision making.

A policy to offer incentives to developers and
investors.

The successful formation of the local SEDA.

The close working relationship with the business
chambers.

Significant year-on-year growth in investment in
industrial and commercial development in the

The economic development department in the municipality
has in the region of twenty staff working on a range of
activities with a focus on policy development, information
provision, and analysis and strategic project implementation
in key sectors. Officials cite the following major successes:

The adoption of an economic development strategy in 2008.

Working in partnership with industry on key sector initiatives
in automotives, clothing and textiles, maritime and logistics
and furniture.

The establishment of the local SEDA and the facilitation and
funding of a range of partnership projects.

The successful delivery of a range of major commercial and
industrial infrastructure projects (bridges, services land etc)
and key economic assets (beachfront upgrade, convention
center, World Cup Soccer Stadium, waterfront
development).
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degree has this been determined or influenced
by the concern to generate employment?

What steps are intended to be taken regarding
the problems experienced by actors in the
informal economy and by the municipality in
regulating informal economic activities?

How are economic goals balanced against
social goals?

city.

Creation of some infrastructure for informal
public space traders.

Contributing to tourism marketing and major
events.

Restructuring the footwear sector, allowing for
the survival of some companies (heavily
influenced by its local employment profile).

In these processes, officials argue that:

Where budgets and social needs allow, some
investment has been allocated to economic
projects, primarily related to forgone revenue
from incentives and infrastructure to support
commercial and industrial investment.

Weak coordination and collaboration with district
officials and poor demarcation choices have not
enabled effective rural-urban linkage formation.

However, there are some exceptions such as the
benefits that accrue from proximity to peri-urban
and rural tourism attractions in the surrounding
municipalities.

Sectoral targeting has been limited by the lack of
resources and capacity necessary to back up
initiatives, although the footwear project
demonstrated potential, especially in an
employment intensive sector.

The municipality recognizes the important role
the informal sector plays and has sought to
create improved facilities for informal public
space traders in identified areas and to provide a
measure of formal training and support.

As the bulk of municipal activities are geared to
meeting social goals, the economic development
activities are relatively small-scale processes.
There is an attempt to provide equal attention to
issues relating to formal larger businesses as is

Enabling the city, through strategic advice and information,
to influence national investment choices around transport
infrastructure.

Officials also point put that while budgets are substantial,
they are dwarfed by social development budgets in the city.

Coordination within a large municipal bureaucracy and with
other levels of government remains a challenge.

Sectoral targeting remains a key element of the strategy,
with the likelihood that the number of initiatives will be
expanded along the same partnership model.

Despite the adoption of a widely acclaimed informal trade
policy in 2000, there has not been effective implementation
as the scale of the sector has grown placing major pressure
on municipal officials to shift to a regulatory rather than a
developmental function.
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provided for small scale enterprise support.

20. In the case of all initiatives, please evaluate
successes and failures and, in the latter case,
state what attempts have been made to rectify
or improve performance.
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