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of good governance, but is also crucial to the legitimacy and sustainability of the development process.

(2) Territory

As well as providing a venue for public institutions, the intrinsic qualities of a territory enable it to play a fundamental

role in the creation of trust, cooperation and innovation between all key local actors. Its potential in generating this

synergy makes the territory an active medium for social capital and the LED process. The territory offers the following

key benefits:

l Spatial proximity that enables frequent social, economic and political interaction among the local actors,thus

generating social cohesion and trust;

l Common socio-cultural links between actors and a shared sense of belonging to the same area;

l Together, local stakeholders possess a comprehensive knowledge of the territory's resources and needs;

l Local actors have a stake in the territory and have close bonds with, and concern for, their immediate social,

economic and natural environment.

Box 1. Establishing the “Territory”

When determining the dimensions of a territory, it is important to consider the two extremes. On one hand, small territories and

populations generally have limited economic, political and institutional potential as they have fewer possibilities for creating

economies of scale; their local institutions have less capacity to lobby at the provincial and central government level; and they

are less competitive at an international level. On the other hand, territories and populations that are too large will not benefit from

the proximity and familiarity between institutions and citizens, be less responsive, have less institutional knowledge of the real

needs and problems at the grass-roots level, and undergo more complicated processes of consensus building and coordination.

In China, it is most practical to conduct the LED process at the county level. Each county has a complete organisational system;

the county government has authority to conduct its own financial and fiscal policies; and each county has a comprehensive

economic system that involves production, consumption and distribution across all industries.

In addition to the capacity, there is also a need. The LED process will build the institutional capital of county governance

processes. Furthermore, county economies are the basic unit of the national economy and their development is vital to realising

China’s goal of a harmonious and balanced society. In most provinces, the county economies suffer from great employment

pressures, as demonstrated by the large migration of the rural labour force to urban areas.

(3) Local Resources and Comparative Advantage

Rather than traditional development methods to promote industrial sectors and attract large firms, the LED approach

spurs economic dynamism by exploiting the comparative advantage, improving the basic conditions for development,

and mobilising endogenous resources. A sustainable development strategy should be built on an analysis of a

territory's economic, social and institutional conditions and the identification of its economic potential. Depending on

the environment, local stakeholders determine the most appropriate support services to local firms, decide the

means of human resource development, and identify the technologies that should be assimilated and disseminated.

When attracting external investment, this more integrated approach establishes a more suitable and sustainable

economic and institutional setting.

(4) Local Ownership

Traditional, top-down development interventions are designed, implemented and managed at the ministerial or

Central Government level, with little or no involvement of local actors. In contrast, LED practices favour initiatives that

are either taken locally or have strong local support. LED strategies entail a much greater degree of horizontal and
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vertical coordination: horizontal coordination comprises local public, private and civil society actors concerned with

the territory's social and economic development; and vertical coordination entails the synchronisation of local, regional,

national, and supranational or international institutions.

I.3. A Strategic, Integrated and Responsive LED Approach

One of the strengths of the ILO's LED approach is that it aims to achieve comprehensive and balanced development.

'Comprehensive' refers to the integrated development of the local economy, where interventions tackle various

aspects of local economic and social development. The LED activities should not just address immediate concerns,

they should form part of the long-term and strategic development objectives of the territory.

That is not to say the LED process is merely the design and implementation of a master plan. Though the LED

approach is strategic and follows a stage-by-stage progression, the unpredictability of real conditions and circum-

stances is such that it must adopt both ex-ante and entrepreneurial features and dimensions. Changing economic,

political, social, institutional or business circumstances may either present an unexpected prospect or shut down a

planned intervention. In such cases, stakeholders must be flexible and dynamic enough to seize timely opportunities

and adapt plans according to the new conditions.

The two approaches should run parallel and are mutually reinforcing - i.e. one approach will not work well without the

other. While rigorous pre-conceived approaches often end up "sitting on the shelf" or are soon out of date, opportunis-

tic approaches can lack a guiding vision or a framework, and could descend into ad hoc activities or a process that

stalls because actors cannot see where to head next. Striking and maintaining a suitable balance between both

approaches is a key and continual responsibility of the LED participants.

A Three-Pronged Strategy

The LED approach strives to make the local economy more dynamic by enhancing the competitiveness of local

business, upgrading the local human resources, improving local infrastructure as well as attracting inward investment.

LED strategies are usually structured around a threefold scheme, covering the development of economic hardware,

software and orgware.

l Hardware involves many factors common to traditional development policies, such as the provision of basic

infrastructure, including the establishment of transport and communication networks, industrial space, and the
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decides on areas of intervention
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support, incentives and subsidies

LED Approaches

l Bottom-up approach where the initiative often comes from

the local level

l Vertical cooperation between different tiers of government

and horizontal cooperation between local actors

l Territorial approach to development

l Maximise the potential of each territory to stimulate and adjust

the local economy according to the changing economic envi-

ronment

l Establishment of key conditions for the development of eco-

nomic activity
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infrastructure necessary for the development of human capital, including education, health, and cultural facilities.

l Software refers to the intangible element of the LED process, such as the provision of training and education,

business support services, financial services, the standard of living facilities, etc. Based on the diagnosis of the

comparative advantages, resources and limitations of the territory, local stakeholders can design and imple-

ment a comprehensive strategy to fulfil the local software potential.

l Orgware represents the organisational and institutional capacity to design, implement and monitor a develop-

ment strategy. The development of orgware goes beyond the vertical and horizontal coordination of different

levels of government and the local public and private actors; it involves fostering social capital and empowering

local societies, allowing and encouraging them to have a greater say in their own future.

Commitment and Coordination

Though a strategic approach helps to establish balanced development and create sustainable economic dynamism

in the long run, 'time' and 'coordination' are two important factors that must be borne in mind.

l Coordinating local stakeholders and designing a LED strategy requires a very significant organisational effort

over a considerable amount of time: between four to six months;

l It also takes time for LED initiatives to show visible results and local actors may lose faith and patience in the

LED process or strategy;

l Moreover, the mere involvement of local stakeholders is no guarantee for the selection of appropriate and

technically correct strategies in every territory.

The LED approach focuses on the long-term sustainable development of a territory, but in order to capitalise on early

commitment and cooperation, short-term action-oriented interventions should also be emphasised. A Participatory

Appraisal of Competitive Advantage (PACA) can be a useful initiating activity to demonstrate the value of the LED

principles and achieve visible results in a shorter period of time. The PACA exercise is described in more detail in

section 2.3.

1.4. Social Capital and LED

There are three main obstacles to participation in a LED initiative: a lack of understanding, a lack of capacity, and a

lack of trust. Training and awareness-raising can treat the first two limitations, but the third requires social capital.

Social capital refers to the networks and social interaction within a community. It also represents the resources (such

as information, ideas, support) that individuals are able to procure by virtue of these relationships. Social capital is the

means through which a territory can communicate, exchange information, reach a consensus, take action and

realise shared objectives. Conversely, the engagement and empowerment of local actors and institutions in the LED

process can foster a spirit of reciprocity and facilitate cooperation between them.

Beyond enhanced communication, there is evidence to suggest that social capital and the establishment of

positive dynamics among stakeholders has the potential to significantly influence the development process of the

territory. For example, high levels of social capital between enterprises can facilitate the exchange of innovation

and of information about products and markets, reduce the costs of contracts and abolish extensive regulations

and enforcement costs. Frequent interaction and reputation serve as incentives for all parties to act in such a

mutually beneficial way.

n Some of the specific contributions social capital can make to LED, include the:
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n Creation of direct trust and indirect trust/reputation;

n Facilitation of access to information and technologies;

n Promotion of processes of collective learning, from replication to innovation;

n Reduction in uncertainties;

n Promotion of collective problem-solving;

n Reduction in transaction costs;

n Lessened risk of opportunistic behaviour;

n Prevention or resolution of conflicts;

n Strengthening of channels of communication.

Box 2. Some Benefits of Social Capital at the Micro Level

Replication : Li Ming, a farmer, decides to copy a more efficient cultivation technique from his neighbor.

Trust : Wang Li, the owner of a fruit store sells products to certain clients, accepting payment at the end of the month, even

though she has no formal guarantee.

Reputation (indirect trust) : Wang Qiang, a client of Wang Li, introduces a friend that wants to buy something but cannot pay

until the end of the month.  Even though Wang Li doesn’t know her, she trusts her and offers her credit.

Cooperation : Zhang Ping and Zhang Hua are owners of two small furniture enterprises in the same province.  Their furniture

is famous for the good quality of wood that exists in the region.  The local market is too small to be able to expand, but the

potential orders from the foreign market often times are too big for the limited capacity of each of the small enterprises.

Therefore, Zhang Ping and Zhang Hua have agreed that it is more profitable to work as partners when they have large furniture

orders for foreign clients.
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Local Economic Development is a development concept that incorporates a series of principles. With no fixed

formula or method of putting these principles into practice, the steps of the LED process can vary from one territory to

another. However, in general a LED strategy is usually designed and implemented through the following stages:

1. Initiation

The starting point for any LED process involves raising awareness of the principles, process and potential of

LED. This stage should result in the identification of a few key stakeholders and champions who believe in LED

and are capable of carrying the process forward.

2. Territorial Diagnosis and Institutional Mapping

The objective of this phase is to acquire knowledge about the local economy and the resources available for

economic and social development. This can be achieved through a SWOT analysis of the territory's socio-

economic fabric or through a more thorough analysis of socio-economic indicators. Institutional mapping

focuses on identifying different stakeholders and assessing their relevance, capacities and the roles they can

play in the development of the territory.

 3. Sensitising and Consensus Building

This phase involves providing a wider group of local stakeholders with information on the local economy and

raising their awareness of how LED can lead towards the achievement of common development goals. At this

stage, local stakeholders are expected to assume ownership of the development process. A PACA exercise can

be used to carry out an entry-point intervention, demonstrate many of the LED principles, and reveal the potential

for stakeholder cooperation.

4. Establishing a LED Forum

The establishment of a LED Forum is a continuation of the consensus building process. The Forum serves as

a platform where the territory's institutions, businesses and individuals can express their views on local eco-

nomic and social development. Moreover, the Forum brings together stakeholders with different backgrounds,

skills and interests, thereby facilitating the transfer of information and expertise

5. Designing a LED Strategy

During this phase, the LED forum carries out a more detailed analysis of the territory, the results of which will

determine the LED strategy, including the long-term vision, development goals and objectives, as well as short,

medium and long-term action plans.

6. LED Strategy Implementation

The implementation of a LED strategy does not simply mean putting the strategy into effect, but also involves

incorporating the strategic goals and actions into stakeholders' daily work.

7. Monitoring and Evaluation

It is important to carry out regular monitoring and evaluation in order to keep track of the LED strategy, detect

problems and, if necessary, make adjustments in line with changing circumstances.

The following illustration displays the stages in a typical LED process. The boxes represent the basic steps and the

ovals indicate the outcomes of the steps.
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Diagram 1. LED Process

2.1. Initiation

It is often said that the most important LED factor is the number of people in the locality who are interested in change.

With the backing of the Employment Promotion Law (see Appendix 1), this initial phase sees LED facilitators engage

in a preliminary stakeholder dialogue to raise awareness of LED principles, the LED process and its potential in

advancing local social and economic development. Ideally, a selection of committed people within local government

bureaus, local businesses, community groups and civil society will be sufficiently convinced of the value of adopting

the LED approach. This group of 'champions' should be capable of advocating and leading the LED process through

the early stages, and progressively broadening the circle of local actors who are interested and committed to change.

2.2. Territorial Diagnosis and Institutional Mapping

The objective of this phase is to acquire knowledge of the local economy, its resources and institutions, the availability of

human resources and their capacities. The assessment of key factors affecting the local social and economic situation will

feed into the formulation of a LED strategy. The identification of relevant local stakeholders, their aims, functions and the

networks between them will determine the extent of their role in promoting the development of the territory.

The diagnosis and mapping exercises should result in a detailed document on the local socio-economic situation that

should be updated in line with changing circumstances, shifts in development priorities or the involvement of new partners.

Territorial Diagnosis

A territorial diagnosis is aimed at identifying the key factors that influence the local economy, both internal (local) and

Initiaon

Territorial Diagnosis & Institutional Mapping

Senstizing  & Consensus Building

PACA

Establishing A LED Forum

Designing A LED Strategy

LED Strategy Paper

LED Strategy Lmplementation

LED Activities & Tools

Monitoring & Evaluation

preparation(4-6 m
onths)
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external (national and international).

Local factors affecting the local economy include:

n Hardware infrastructure: water, electricity, land resources, transportation, communication, supply of raw materials,

physical appearance and attractiveness of the territory, distance to suppliers and markets;

n Software infrastructure: education services, quantity and quality of labour force, the level of labour specialisation,

availability of training and etc;

n Business-enabling environment: conducive regulations on ownership and business registration; business

supporting mechanisms; business networks; availability and quality of business development services;

n Competence of the local government in providing services: attitude of local government towards business;

ability to meet business needs, eliminate obstacles and minimise bureaucracy and over-regulation;

n Social capital and the social and economic dynamics between different stakeholders and institutions.

Box 3. Creating a Business Friendly Environment

When conducting a territorial diagnosis, an analysis of the business climate plays a vital role in determining the economic

potential of a locality. A GTZ SME development project in the Philippines held a series of focus group discussions and

workshops, in which policy-makers and local entrepreneurs produced the following checklist to identify priority areas for

reforming the local business environment.

P In general, the city’s regulatory environment (such as licensing procedures and fees, taxes, etc.) is conducive to

business

P The process of securing a business permit is simple and efficient

P Local policies and regulations in the city are reflective of business needs

P The city’s master development plan is appropriate to the needs of the business sector

P Business taxes imposed by the city are reasonable

P The city government is honest and transparent in its dealings

These indicators not only demonstrate how local and national factors can impact on the environment for SME start-up and

growth, but they also demonstrate the value of consultation with the key stakeholders. Another tool that was used in this project

- a Competitiveness Ranking Survey – is featured in Appendix 3.

Vahlhaus, Martina (2005) Designing Local Business Environment Reform Programs – A Case Study of the Philippines in

Promoting the Business and Investment Climate: Experiences of German Technical Assistance, GTZ.

National factors affecting the local economy include:

n Stability of national macro-economic policies;

n The degree of decentralisation of the Central Government;

n National industry and SOE reform policies;

n Financial and fiscal policies;

n Labour regulations, concerning contracts, social security and social insurance, wages, migration policy;

The effect of globalisation:

n l China's accession to the WTO has accelerated the country's integration into the global economy and
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globalisation's increasing impact on China has been both positive and negative. On the one hand, investment,

trade and urbanisation are on the rise; on the other hand, socio-economic inequalities between urban and rural

areas and between regions are widening.

n l In the context of globalisation, the competitiveness of a locality depends on the vitality of its local enterprises.

With the increased mobility of products, capital, labour and services, the dependency of enterprises on certain

localities has declined. The development of supporting policies in a locality is the key to attracting enterprises.

n l Globalisation brings both opportunities and pressures on enterprises. The flexibility, application of new tech-

nologies and modern management skills are at the root of an enterprise's competitiveness. Helping enter-

prises to adjust to global pressures is an effective means of raising their international competitiveness.

A SWOT Analysis

As an initial assessment of the territory, a SWOT analysis provides a participatory and efficient means of gauging the

local economy. Strengths, weaknesses, opportunities and threats can be identified within various contexts: accord-

ing to social and economic conditions; or in relation to the territory's hardware, software and orgware. There is a risk

that such a comprehensive analysis would be cursory and of little use; therefore, it is recommended that the SWOT

be categorized by the three economic sectors: agriculture, industry and services. This breakdown will provide a more

manageable and efficient analysis.

Strengths and weaknesses are internal and changeable factors, while opportunities and threats are external to a

territory, and cannot be easily changed through local efforts. It should be noted that an external factor can be a threat

on one occasion, but turn out to be an opportunity on another occasion; and an external factor can represent both an

opportunity and a threat at the same time.

After the SWOT analysis has narrowed down the comparative advantages and the priority areas for intervention, the

territory's resources and needs can be more precisely measured  by looking at certain indicators. Appendix 4 con-

tains a sample set  of social and economic indicators that can be used to more clearly identify strengths and

weaknesses, and measure and compare them locally, regionally and nationally.

Tool 1. SWOT Analysis

Institutional Mapping

The process of institutional mapping involves:
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Strengths  are those factors that make the territory attrac-

tive for investment, growth and development. These include

advantages such as accessibility, availability of a skilled

workforce, environmental and historical attributes.

Weaknesses  are obstacles or constraints to the develop-

ment of an economy, such as poor infrastructure, declining

large industries or a high crime rate. Generally, weaknesses

may include social, legal, physical, environmental, financial

and regulatory failings.

Opportunities  are factors that make it easier to develop a

comparative advantage. Those factors include: change in

free trade agreements, change in tax laws to reduce taxes

on business profits, etc.

Threats  are unfavourable trends or developments external

to the economy that can lead to a decline in comparative

advantage. Such factors may include: new competitors or

the increase of prices of raw material.
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n Creating a map of local stakeholders across a broad range of social, economic and political sectors;

n Establishing a profile of those influential stakeholders in terms of their mission, resources, responsibilities,

jurisdiction, geographic coverage, and adaptability;

n Analysing the existing and potential networks between actors at different levels.

Diagram 2. Map of Stakeholders and Stakeholder Dynamics

Selecting the Participating Stakeholders

In order to strike a balance and ensure the transparency of the LED process, participants should include represen-

tatives of the public sector, private sector and civil society.  The tables below (Tools 2, 3 and 4) are helpful in identifying

and assessing the local actors and institutions that can contribute in the LED process. The set of actors listed should

be modified according to the conditions in the territory and the nature of the interventions.

Analysing the Dynamics between the Stakeholders

Although all territories have social capital (section 1.4), it is manifested differently according to social, economic and

cultural circumstances. Its complex and variable nature restricts the creation of viable quantitative indicators for

identification and measurement; nevertheless, the analysis of existing and potential networks between local actors

provides key information about the relations, dynamics and norms that characterise a territory. On this basis, the

areas in which to strengthen cooperation or iron-out points of friction can be determined. Although there is no set

formula to create social capital in a territory, the intensification and extension of networks positively influences its

proliferation.

A
B

C

D

E

a

b

c

“micro” actor

QUALITY

INTENSITY

FREQUENCY

Types Of Dynamics

NEGATIVE POSITIVE

WEAK STRONG

OCCASIONAL CONTINUA

“meso” actor
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These ties can be strengthened at three levels:

n  "Meso" level actions promote new forms of interaction and strengthen existing networks at the strategic territory

level (the county) to generate 'generalised' or inter-firm social capital;

n "Micro" level actions promote existing "localised" social capital such as cooperatives other associations, as

well as new forms of social interaction at the   township/village level in rural areas and the community (jiedao)

in urban areas;

n "Macro" level actions are oriented to the promotion of social capital between local stakeholders and actors from

outside the territory.

n Tool 5 can be used to identify and analyse the existing and potential dynamics between the actors at these three

levels.

Tool 3. Criteria for Selection

Relevant Local StakeholdersCriterion

Which organisations are closely
r e l a t e d  t o  t h e  a r e a  o f
intervention? Who will be posi-
tively or negatively affected?

Which organisations should be in-
volved due to their official status?
Which organisations possess
resources  use fu l  to  the
intervention?
Which organisations have the
capacity to hinder the progres-
sion of the LED initiative?
Which organisations have the
capacity to participate in the de-
sign and implementation of the
LED initiative?

Tool 2. Checklist of Local Institutions

Civil Society

NGOs and Mass
Organisations

International
Organisations

Environmental
Groups

Media

ACFTU

Training
Institutions

Community Based
Organisations

Public Secto

Commission on
Development and
Reform

Bureau of Finance

Bureau of Business
Affairs

Bureau of Labour
and Social Security

Bureau of Land and
Resources

County Commission
on Construction

County (Communist)
Party Committee

Private Sector

Business

Associations

CEC(Employers’
Organisation)

Local Banks

Micro-Finance
Providers

Large Firms

Etc.

Stakeholders

Labour Bureau

ACFTU

ILO

Etc.

Tool 4. Assessment of Stakeholders

Relevance Description of Stake Role
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2.3. Sensitising and Consensus Building

This stage is a defining moment in the LED process for two reasons. Firstly, participants should begin to feel a sense

of ownership of the approach; and secondly, stakeholders from the public, private and civil society spheres recognise

the participatory nature of the LED process. Some institutions within the territory may not have the tradition of coordi-

nation and are likely to have little experience of being involved in policy-making. At the same time, local government

departments must be prepared to discuss with other parties with differing points of view.

In particular, all participants should realise:

n The value of a participatory mechanism, partnership arrangements and social dialogue for achieving common

development goals;

n That dialogue and communication is a fundamental pillar of the LED approach and a key to rebuilding trust in

public institutions;

n The wider spillover benefits of entrepreneurship, productivity and innovation to the local territory;

n The significance of environmental and social sustainability to the durability of economic development prospects;

n The differences between LED and other development approaches.

There are several activities that can support this sensitisation, such as workshops, a PACA exercise or a study tour to

a territory that has successfully adopted a LED strategy.

Workshops are organised to introduce more stakeholders to the LED concept, the stages of the process, as well as

the findings of the territorial diagnosis, as many local stakeholders will not have specific knowledge of the local
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& Activity

Actors (Meso,
Micro and Macro)

Connected
Actors

Description of
the Dynamic

Quality of the
Dynamic

(positive or
negative)

Frequency

of the
Dynamic

Suggestions for

 how to Strengthen

or Extend the
Networks

Local Government

Business Associations

Local Banks

Farmers Organisations

Education and Training In-
stitutions

ACFTU

Micro-Finance Institutions

Cooperatives

Community Groups

Horizontal Links with
other Territories

National Actors (Central
Government, large firms,
research institutes, etc.)

In te rna t iona l  Ac to rs
( B i l a t e r a l s  a n d
Mult i laterals,  foreign
companies, etc.)
Etc.

Tool 5. Analysis of the Stakeholder Dynamics at the “Meso”, “Micro” and “Macro” Levels
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political, social, economic, environmental or demographic factors. These preliminary meetings are not aimed at

identifying specific solutions, but instead encourage participants to analyse the local reality and attract attention to the

LED process. Within these workshops, the LED Process Start-Up Simulation Exercise has proved a useful tool in

achieving these objectives (Appendix 6). To ensure that the discussions remain focused, it is suggested that work-

shops are centred around a selection of key topics, such as the following:

n The social, economic and political problems/issues affecting the territory;

n The impact of existing economic policies on employment;

n Institutional capacities and needs;

n The legal framework;

n The LED process;

n The role of the different local government departments, the private sector, NGOs and external assistance partners;

n Examples of what has worked and what has not worked;

n What is appropriate decentralisation and centralisation?

Participatory Appraisal of Competitive Advantage (PACA)1

The LED process requires considerable commitment and coordination, and relies to a substantial degree on the

voluntary work of businesspeople, government officials and representatives of civic associations and other

organisations. In order to stimulate participation, PACA mobilises local stakeholders around an entrepreneurial

entry-point initiative that offers quick and tangible results. In addition to sharing many of the LED principles, a PACA

activity can gauge the potential of the territory, the commitment of stakeholders, and their willingness to work together.

As its name suggests, PACA comprises of three key concepts:

n Participatory: The PACA concept of participation revolves around two main points: (1) Successful local economic

development must be based on the active involvement of relevant stakeholders, i.e. those with relevant re-

sources at their disposal (know-how, money, time, delivery capacity, etc.). (2) Successful local economic devel-

opment involves a constructive and transparent relationship between the public and the private sector. Improv-

ing the relationship and learning to cooperate is one of the purposes of applying the PACA exercise.

n Appraisal: At the core of PACA is a methodology that permits a rapid appraisal of a local economy (less than two

weeks) - not only of its economic potentials, but also of the political factors, which may or may not be favourable

for a LED initiative.

n Competitive Advantage: The main thrust of PACA is not to elaborate endless lists of problems, deficiencies and

bottlenecks; but to look for opportunities to improve the local business environment within a short period of time.

PACA relates to Michael Porter's concept of location-based competitive advantage( and the analytical concept of

systemic competitiveness.

PACA rose in popularity at the same time as when an international donor committee began adopting the Business

Development Services (BDS) approach. Like BDS, PACA puts a great deal of emphasis on the effectiveness and

1 Details of this approach were drawn from "Participatory Appraisal of Competitive Advantage (excerpts)" in Organization and Methods
of SME Promotion Policy in Germany (Beijing, China Economic Publishing House, 2002).

v Michael Porter developed this model to facilitate understanding of the competitive position of a nation or region. The competitive
advantage is the outcome of four mutually reinforcing factors and activities in and between companies. These four determinants (Firm
Strategy, Structure and Rivalry; Demand Conditions; Related Supporting Industries; and Factor Conditions) are actively influenced
by the Government.
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financial sustainability of development interventions, as well as the importance of creating functioning markets. A key

objective of PACA is to understand market failures (barriers to entry, information failures) and government-created

barriers to business, in order to propose practical initiatives to make markets work better.

Though PACA works well for small enterprise promotion, it does not address the broader social and economic development

issues as supported by the ILO's integrated LED approach. The strategic LED process should provide a framework to such

short-term activities as PACA. The two are separate, but intertwined processes that support and strengthen each other.

2.4. Establishing a LED Forum

In many cases, local stakeholders have neither had the chance to be involved in formulating local social and eco-

nomic development strategies, nor the experience of giving advice to the local government. At the same time, local

government officials may never have had the experience of discussing policy issues with various local stakeholders,

despite the legitimacy it adds to their decision-making. The LED Forum attempts to provide a voice for all actors,

irrespective of their representational status within the existing power structure, and aims to work through the different

agendas to create a common vision for all stakeholders.

The LED Forum serves as a catalytic hub of information and resource sharing, enabling stakeholders to:

n Share their perspectives on local socio-economic development priorities;

n Increase understanding of particular areas of public policy or issues that impact on the territory;

n Identify workable solutions to these issues through joint planning and cooperative initiatives;

n Identify local resources and mobilise them more effectively;

n Formulate LED strategies that draw all the different social, economic, political, educational and industrial

elements together;

n Build consensus around the LED strategy in coordination with the activities of public institutions at the central,

regional and local level;

n Coordinate, monitor and evaluate the implementation of the LED strategy.

Identifying LED Forum Participants

The participatory nature of the LED process does not imply that all stakeholders must be involved in designing and

implementing LED specific initiatives. In order to facilitate coordination, only the relevant organisations should participate.

The LED Forum should, however, comprise of representatives of the public and private sectors and civil society.

(1) Local Government has the responsibility for seeking out new opportunities, identifying development priorities,

administering local resources, disseminating information, attracting external investment and financial resources, moni-

toring important development projects, etc. As coordinators, the participation of local government in the LED initiatives

is crucial for its success. Each functional department of local government is in charge of the planning, implementing and

monitoring of one or more sectors and can therefore play a substantial part in realising the balanced development of the

territory. Below is a selection of a few of these departments whose functions are crucial to LED initiatives. A full list of

China's county-level government departments can be found in the case study in Appendix 5.

n The Development and Reform Committee is responsible for formulating socio-economic and urban develop-

ment strategies, making medium and long-term economic and social development plans, proposing the main

development targets, etc.

n The Financial Bureau is the functional department under the municipal government responsible for administer-

Part 2
The LED Process

2



17

ing financial revenues and expenditures, formulating budgets in line with socio-economic development

strategies, compiling proposals for the annual budget, etc.

n The Labour Bureau is responsible for the research and survey of the labour market and employment trends,

employment planning, implementing employment policies and measures, facilitating the mobility of rural mi-

grant workers and increasing the number of decent work opportunities.

(2) The Private Sector can offer resources otherwise unavailable to the LED Forum, from financial contributions to manage-

ment and technical expertise. This platform for all actors to share in knowledge, production, innovation and endeavour creates

a new climate from which the economic operators may derive the resources necessary for competing at all levels.

n Business Associations can help other stakeholders to identify bottlenecks and provide development solutions.

Not only do they have a good understanding of local services, product markets and the labour market; but their

managerial skills are also an important factor in the success of a LED initiative.

n Financial Institutions such as local banks and credit institutions have thorough knowledge of the major impedi-

ments to the local economy and can offer advice to local businesses on how to reduce risks. Banks can also be

involved in the provision of a guarantee fund for micro-credit schemes.

(3) Civil Society comprises a vast and varied group of institutions and organisations that are not only sources of

important assistance, but also representatives of the intended beneficiaries of LED interventions.

Universities and Training Institutions can contribute to the development of human resources and make direct techni-

cal and management inputs.

n The ACFTU (All-China Federation of Trade Unions) represent workers' rights and interests in the LED process.

Moreover, they possess their own resources to provide training and services.

n The Media has a relatively minor stake in the local economy, but can play a significant role in disseminating

information.

n Disadvantaged Groups are the intended beneficiaries of many LED initiatives and the Forum provides them

with a means to contribute and express their needs.

2.5. Designing a LED Strategy

LED Strategy Document

The formulation of a LED strategy is a systematic process aimed at identifying ways to overcome local economic and

social development obstacles, and take up opportunities. As the main reference document upon which interventions

are based and milestones for progress are measured, the LED strategy document assumes a central role in the

process and should include the following elements:

n An Overview of the Local Socio-Economic Environment

The overview is a synopsis of the findings of the territorial diagnosis, the institutional mapping exercises and the

consultations held so far.  It serves as the benchmark and a justification for all actions that follow.

n A LED Vision Statement by the Local Forum

The LED vision provides an image of the desired future of the territory, setting out short, medium and long-term

goals. It also acts as a reference point to keep stakeholders focused on key issues and as a guide for decision-

making. The statement should reflect the comparative advantages and shared values of the territory, its links to

the provincial, national and even international economy, as well as the local cultural and natural characteristics.
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n Concrete LED Objectives

To achieve the LED vision, these objectives act as development goals and are usually time-bound to specific

deadlines. As there may be a variety of objectives, it is necessary to assess and select those that are most

relevant and important to the achievement of the overall end-goal.

n LED Policies, Projects and Products

In order to achieve the above objectives, the Forum proposes corresponding policies. Those policies will be

realised through specific projects and products.

n Cost Preparation and Budget Formulation

The identification of costs, resources, funding and conditions of funding are prerequisites for the functioning of

the action and implementation plan. Once activities and action plans have been defined, costs and resources

need to be allocated. Costing implies the definition of a time frame and financial resources for activities. Box 5

below provides a sample LED cost table.

Prior to any expenditure being incurred, all project interventions require a costing of the activities, and prepara-

tion and approval of a budget. The project budget sets out the financial inputs required to carry out activities to

achieve the outputs and objectives.

The budget is a key part of the contractual relationship amongst stakeholders and other organizations involved

in LED. It quantifies the contribution required from stakeholders and other contributing entities and establishes

how the funds will be spent. The budget should clearly show how the stakeholder intends to administer the

project, and all envisaged tasks should be covered by the budget.

Part 2
The LED Process

Component

Administrative and Operating Costs:
(a) Salaries
(b) Office costs
(c) Maintenance and Equipment
(d) Production costs

Sub-total

Training:
(a) Staff training
(b) Training delivery

Sub-total

Specific Projects:
(a) Research activity (e.g. market research)
(b) Proposal development
(c) Promotional activities (e.g. trade fairs)

Sub-Total

Travel

Sub-Total

Others

Grand Total

    Activity

Fee:Travel:

Subsistence:

Fee:Travel:

Subsistence:

Number Unit Rate Duration Costs RMB

Box 4. LED Programme Activity Budget/Matrix and Expenditure Category
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n LED Implementation Structures

The LED strategy paper should foresee which implementation structures are responsible for each of the

agreed LED interventions. The assignment of specific responsibilities is highly important for two reasons.

Firstly, it gives each local actor a defined position within the overall LED strategy, thereby instilling ownership of

the process. Secondly, it guarantees the effectiveness of the policies, as each stakeholder will carry out those

parts of the policy that best correspond to their knowledge and capacities.

n Indicators for Monitoring and Evaluation

The evolution of the development process and its policies will depend very much on the capacity of the local

stakeholders to learn from their positive and negative experiences. Self-monitoring and evaluation is a useful

tool for this learning process. Indicators help to benchmark the initial situation and ongoing activities in order to

learn by doing, avoid the repetition of mistakes and make best practice more accessible to everybody.

LED Activities

In order to meet the social and economic development objectives, the following specific activities are "the content

within the LED processes." They can fall into various categories such as hardware, software and orgware, and have

both content and process dimensions.

n Local Micro, Small and Medium-Sized Enterprise (MSME) development is an indispensable component of any suc-

cessful overall LED programme. It involves all of the following aspects: the improvement of the local business environment,

the development of small business associations, cooperatives, financial services, value chains, supply chains, linking

or improving access to markets, clusters, business-to-business networking, public-private partnerships, and improv-

ing the access to and participation in small business by all key local target groups (e.g. women, youth, the disabled,

ethnic minorities, rural communities and the urban poor, etc.). The implementation of these components can result in

the expansion, upgrading, diversification and increased dynamism of the local MSME sector.

n Local economic and social infrastructure development (major and minor local infrastructure developments and

infrastructure improvements, or smaller projects that are needed to enable and support local MSME development,

broader (and more equitable) local private sector development and the development of local social services

and social protection.

n Local, national and foreign investment and inward-attraction policies, programmes and activities that are ap-

propriate and beneficial to local economic development, and fit with the territory's comparative advantage and

the overall LED vision. For example, there should be sufficient links with the relevant supply and demand

markets and the local workforce should be trained to maintain and sustain these industries and networks.

n Local human resource and institutional development (the education and training system and its various local

and provincial institutions and their respective programmes). This also involves developing ways in which local

stakeholders can work together to improve the required skill sets in ways that can then result in enterprise

creation and decent work opportunities.

n Integrated sector/sub-sector/industry upgrading strategies for both emerging sectors and/or older or "stagnant" sectors.

In principle, though not always in practice, most sectors can be transformed and become more dynamic if tackled

creatively, (e.g. old factories can be converted into cultural centres etc.). Sector upgrading strategies can be one part of

the approach by local stakeholders, also paying attention to inter-sectoral links and strategies.

n Local economic development consensus building, conflict resolution, equitable resolution of power and vari-

ous vested interest variables and their related dynamics, as well as the development of other key "good gover-
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nance" variables that are embedded or can be developed through the processes that local stakeholders

engage in while they are working to achieve LED. International experience shows that improving good gover-

nance variables improves the political dimension of local development and in turn makes the achievement of

the social dimension of local development more likely as the ongoing development of the economic dimension

is worked on by the local stakeholders. Good governance variables include:

n Implementing a genuine, determined and sustained effort against corruption, preferential treatment or the

illicit accrual of benefits;

n Transparency in public and private sector operations, procurements and contracts;

n The continual improvement of the accountability of the local public sector's own following of the rule of law;

n The continual improvement of public participation and voice;

n The autonomy of the local press and media;

n Efficient, effective, fair and responsive local public administration;

n Equitable resolution of local political economy issues, interests and processes (social dialogue institutions

and processes can play a role here but are not necessarily the only approach);

n Effective recourse for the grievances of citizens, etc.

A LED Toolkit

The ILO's LED approach is supported by a set of practical tools that facilitate the implementation of LED activities. The

tools reflect Chinese conditions and the ILO's integrated approach to local economic and social development. Most

of the instruments are participatory, are widely applicable and can be tailored to local conditions.

The tools cover all four of the ILO's strategic pillars, but the majority relate to enterprise development. By supporting

their development, SMEs will be able to adopt an upgrading strategy that involves investments in people, know-how,

processes, equipment and good conditions of work - forming the basis for decent work and long-term competitiveness.

Below is a sample list of 25 ILO LED Tools, some of which are already fully developed, adapted and tested in China;

others have been applied elsewhere; and others still are in the development phase. This is not an exhaustive list; the

ILO and other organisations have developed many other methodologies and resources, and in time additional

relevant tools may be identified and developed according to the needs of the locality. Appendix 3 takes a more detailed

look at the first twelve tools listed below.

1. Start and Improve Your Business (SIYB)  - The SIYB programme is a management-training programme with

a focus on starting and improving small businesses as a strategy for creating more and better employment

in developing economies and economies in transition.

2. Gender and Entrepreneurship Together (GET Ahead) - The GET Ahead training package is aimed at promot-

ing enterprise development among poor women who want to start or are already engaged in small-scale

business. This approach encourages entrepreneurs to find solutions to business concerns through experi-

mental learning and differs from conventional business materials as it highlights essential entrepreneurial

skills from a gender perspective.

3. Cooperatives Development  - Cooperatives are commercial organisations that follow a broader set of values

than those associated purely with the profit motive. These autonomous associations meet the common

economic, social and/or cultural needs of their members through jointly owned and democratically controlled

enterprises. Acting as a facilitator, the ILO has a number of projects that contribute to the creation of a
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favourable environment for the development of genuine cooperatives.

4. Development of Clusters and Networks of SMEs - Firms that operate in close proximity to a set of related

firms and supporting institutions are often more competitive than firms that operate in an isolated manner.

Drawing on extensive experience in cluster development and SME networking, the ILO and UNIDO have

developed a set of tools and methodologies to support the growth and job creation potential of small firms.

5. Value Chain Analysis - A value chain analysis has become an increasingly useful approach to gaining a compre-

hensive view of the various inter-locking stages involved in taking a good or service from the raw material to

production and then to the consumer. The ILO has also developed practical guides aimed at improving the policy

and regulatory framework for integrating SMEs into local, national and global value chains.

6. Training for Rural Economic Empowerment (TREE)  - TREE is an evolution of the ILO's Community Based

Training (CBT) approach. TREE provides the poor with skills for conducting secondary activities to supple-

ment the household income. The methodological strategy places particular emphasis on identifying employ-

ment opportunities before carrying out training and providing post-training support and credit to entrepreneurs.

7. Integrated Rural Accessibility Planning and Improvements (IRAP) - Because of the strong correlation be-

tween "access" and poverty reduction, the ILO recommends that local economic development strategies

adequately consider the requirements of access to markets, transport, water, energy, land, education and

health services. IRAP is a planning tool for local, resource-based, rural infrastructure development.

8. LED Process Start-up Simulation Exercise  - In the early stages of the LED process this simulation exercise

enables participants to gain a better understanding of the basic principles and issues related to LED. Stake-

holders enact roles based on a fictitious case study and follow a fixed series of exercises, similar to those

carried out by a real LED Forum.

9. Anti-Trafficking Measures  - In order to protect vulnerable girls and young women from the increasingly

common threat of trafficking and exploitation, the ILO can draw from successful initiatives from its anti-

trafficking projects in five provinces in China. Interventions range from providing national policy advice, to in the

support of information, employment and education services.

10. Assessment and Improvement of the Business Environment  - In an increasingly globalised economy,

decent work can only be created and sustained by viable and competitive enterprises. The ILO can help to

evaluate how conducive the local environment is to business by examining the barriers related to the laws,

regulations, administration, permits, infrastructure, taxes, land, etc.

11. Public-Private Partnerships for Services Delivery - The ILO has a number of methodologies to promote and

enable the contracting out of infrastructure development and public services to local enterprises. They seek to

stimulate a consultative and participatory planning process that ensures remunerative jobs and upgrades

living standards in low-income urban areas.

12. Informal Economy Upgrading - The ILO supports various efforts in the gradual formalisation of employment,

including:

n Supporting national employment policy to recognise the importance of the informal economy as a provider of jobs;

n Encouraging employment promotion programmes that target various work forms in both urban and rural areas;

n Increasing access to resources, product markets, credit, infrastructure, training, technical expertise, etc.;

n Extending rights and social protection to reduce the vulnerability of workers in the informal economy;

n Improving the representation and voice of those in informal employment.

13.  Occupational Safety and Health (OSH) Assessments and Improvements  - ILO cooperation in OSH focuses
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on the promotion of related ILO Conventions, the development of national action plans and programmes in

hazardous areas (e.g. coal mining, chemical safety and construction) as well as capacity building on OSH

information systems and State inspectors' training. The ILO also has several training and action manuals

designed to advance OSH in both urban and rural workplaces.

n The Work Improvement in Small Enterprise programme (WISE) shows how to take simple, effective, low-

cost action to raise productivity while improving workplace conditions.

n The Work Improvement in Neighbourhood Development (WIND) programme promotes practical safety

and health improvements in agricultural households through the initiatives of village families.

n The Factory Improvement Programme (FIP) develops local factories' capacity in industrial relations, healthy

and safe working conditions, as well as productive and quality outputs.

14.  Know About Business (KAB) - KAB is a training programme at secondary schools and universities designed

to contribute towards the creation of an enterprise culture, by promoting awareness among young people of

the opportunities and challenges of entrepreneurship and self-employment, and of their role in shaping their

future and that of their country's economic and social development.

15.   Financial Services Assessment, Access and Development - This analysis considers provisions for appro-

priate financial services at the local level including banking and non-banking financial institutions that offer

micro-credit and small loans for investment capital and for working capital to finance business start-ups and

expansion; and other financial services such as savings, insurance and transfers.

16.  Child Labour  - The ILO's International Programme on the Elimination of Child Labour (IPEC) promotes a

number of measures and resources to tackle child labour. Approaches range from labour inspection, to

advocacy, to small enterprise development.

17.  Local HRD Assessments and Skills Development Strategies - Training has an obviously critical role to play

in improving productivity, incomes and equitable access to employment opportunities. In terms of HRD

policies, the ILO seeks ways to ensure that training systems are flexible and responsive to the skills required

for a productive working life. In addition, the ILO works on the ground in a number of countries to develop new

delivery techniques focused on the needs of the working poor.

18.   Assessment of Social Protection Key Variables  -The social protection assessment refers to the number of

people within a locality that are receiving social security and social insurance through either national or local/

community schemes. The ILO can also provide advice and assistance in specific areas such as social

security legislation, social security budgeting, and unemployment insurance.

19. Labour-Intensive Public Works  - Poverty can be alleviated through the creation of jobs with fair working

conditions in the infrastructure sector, through the introduction of labour-based construction methods and

small contractor development. The ILO provides support to labour-based national public works as part of the

Employment Intensive Investment Programme.

20. Promoting Rights at Work  - Promoting the Fundamental Principles and Rights at Work is at the cornerstone

of the ILO's mandate. In addition to policy advice, a wide range of publications and products have been

designed and developed to promote the rights at work, including reports, research papers and publications,

radio programmes and public service announcements, etc.

21. Business Development Services (BDS) Market Assessment  - The ILO has direct experience, through SIYB, of BDS

market assessment in China. Prior to beginning the project, an assessment of the market for MSME business

management training was carried out. The ILO can also draw on lessons learned from market assessments in
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several other countries and has developed a training manual to increase the territorial impact of BDS.

22. Improvement of Key Local Governance Variables  - One of the most important results of the development

debate in recent years has been the discovery of a large and direct causal relationship between good demo-

cratic governance and better economic performance. The ILO's promotion of social dialogue is at the heart of

good governance and covers the need to, and the means of, building consensus on an inclusive strategy for

growth, competitiveness and employment.

23. Small Business Associations Assessment and Development Strategies  - Small business associations

can encourage productive upgrading and decent work by providing their members with new information

services and by promoting awareness campaigns and social partnership. The ILO supports these efforts by

supporting the development of their strategic planning and technical skills.

24. Sector/Sub-Sector Assessment and Upgrading Strategy and Methodologies  - The ILO guide How to De-

velop and Implement an Industry Sector Competitiveness and Employment Upgrading Strategy contains

practical resources and tools about how to put into practice industry-sector development approaches that

lead to improved decent work outcomes.

25. Promoting Social Dialogue  - ILO assistance in this sector focuses on the capacity building of social partners

and the promotion of effective collective bargaining, dispute settlement mechanisms, labour inspection and

tripartism, by means of workshops, study tours and technical consultancy.

Table 2. ILO Tools for LED Activities
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Sectors

Finance

Business
Development
Services

Training

Infrastructure
Investment &
Planning

Investment
Attraction

Sample Activities

n Credit programme
n Guarantee funds
n Revolving funds
n Joint ventures
n Special credit lines

for youth and women

n Market research
n Business starters
n Databanks
n Incubators
n Consultancies
n Export promotion
n Cluster support
n Assessment and Reform

of Business Environment

n Management course
n Study tours
n Distance learning
n Special courses for women,

displaced persons, etc.

n Local development plan
n Environment plan

n Territorial marketing

Implementation Institutions

n Local banks
n Micro-finance institution
n Financial intermediaries
n Development banks, etc

n Chambers
n Local government
n Private service providers
n Universities
n Research institutions
n Business incubators, etc

n Research institutions,
n Private/public schools
n Universities
n Chambers
n Business service providers, etc

n Local government
n NGOs
n Research institutions, etc.

n Local government
n Private marketing agencies,

Chambers, etc.
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Resource Mobilisation

To fund the LED process, stakeholders can find funding through a variety of local resources, external donors and

financing institutions. Local resource mobilisation supports local ownership and offers promising potential for the

expansion of LED activities. But in order to maximise these resources and facilitate the formulation of LED strategies,

coordination between local actors needs to be strengthened. Funds can be more easily mobilized through networking,

frameworks for dialogue, and exchanges of expertise. Local governments may also have financial resources avail-

able and the means to source further funding.

In recent years, traditional donors of development assistance have worked to streamline procedures with a view to decentral-

izing the allocation of funding. This is part of an overall effort to ensure greater transparency, participation and accountability;

to empower local communities and to move decision-making processes closer to recipient governments and direct

beneficiaries. Beyond a financial contribution, donors also act as resource persons for technical activities.

When mobilising resources, it is also important to map and update information on donor representation, programmes,

priorities and procedures in relation to the territory. This is done through a mapping exercise on ongoing development

programmes funded by donors - including the size, geographic and thematic priorities, funding authority and pro-

gramming cycles - within a given geographic area or technical field.

Financing can also come from credit institutions, micro-finance institutions and national and international develop-

ment partners. However, most small businesses lack information on the products offered, and only a limited number

of local banks are able or willing to lend money to SMEs. Creating lending arrangements can help small borrowers

to obtain credit more easily; such credit facilitation depends on a market and needs assessment. The results of the

SWOT analysis conducted in the territorial diagnosis can be used to design a strategy to overcome existing financing

limitations and to create new opportunities.

2.6. LED Strategy Implementation

Implementation Plan

An implementation plan establishes the budgetary, human resource, institutional and procedural requirements of

the LED strategy. When planning the LED projects and activities, necessary resources and impacts should be taken

into account. The following are some of the steps for LED action planning:

n Identify all the planning actions required to fulfil each project;

n Identify who should be involved and who should lead each task;
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Networking

Geographical
Coordination of
Local Resources

Functional
Coordination of
 L o c a l  R e -
sources

n Lobbying with central government,
International Organisations, NGOs,
International investors, LED
Agencies, etc

n Orientation and re-orientation of
investment in the territory, cluster
strategies

n Delegation of development
functions to most appropriate
stakeholders

n Local government,
n Chambers,
n Local/regional development

agencies, etc.

n Local government,
n Chambers,
n Local/regional development

agencies, etc.

n Local government,
n Chambers,
n Local/regional development

agencies, etc.
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n Consider the necessary resources (human, finance, equipment, information, premises, etc.);

n Determine the time frame for each project action, including the time needed for resource mobilisation;

n Identify risks, gaps and weaknesses (e.g. no funding support, capacity limitation of partners), and consider

ways of overcoming these problems;

n Reconfirm the availability and commitment of each partner;

n Agree on a proper coordination mechanism for project implementation;

n Establish a monitoring and evaluation mechanism.

2.7. Monitoring and Evaluation

Monitoring a LED Project

Monitoring is the continuous assessment of a strategy or project implementation, gauging progress against agreed

schedules and the use of inputs, infrastructure and services by project beneficiaries. Monitoring seeks to identify

successes, failures and problems as early as possible. If necessary, it is possible to adjust the strategy or project

according to the findings of the monitoring exercise.

The monitoring process can:

n Help to identify problems and find solutions;

n Provide information on the extent to which objectives and strategy aims have been achieved;

n Provide a basis for accountability and transparency in the use of resources.

Evaluation of a LED Project

Evaluation can be carried out during the project/strategy period or upon its termination. The purpose of evaluating

during the project period is to determine if the actions being undertaken are meeting the LED objectives, and if there

is a need or opportunity for modification. The evaluation after the project period identifies lessons for future similar

initiatives and the actions needed to remedy problems to ensure the sustainability of those activities in the future.

There are internal and external evaluations, carried out by the LED implementation agency itself and independent

agencies or experts. Five factors should be taken into consideration when conducting an evaluation: relevance,

effectiveness, efficiency, impact and sustainability.

n Relevance refers to whether project activities and target beneficiaries are selected in consistency with the

project/strategy objectives;

n Effectiveness is the extent to which the established objectives have been achieved;

n Efficiency refers to the extent to which project inputs have translated into project outputs within the set time frame

and budget;

n The impact of a project or a strategy is evaluated through the effects it produced on target areas and target beneficiaries.

Both positive and negative impacts should be taken into consideration. When conducting an evaluation the mea-

sures that were designed to offset negative impacts should be examined. As well as the negative and positive

impacts, the direct and indirect, and the expected and unexpected impacts should also be assessed;

n Sustainability is an indispensable part of an evaluation exercise. Evaluating sustainability enables practitioners

to foresee whether the LED activities and impacts can continue. Political, technical, environmental, social,

cultural, operational, organisational, and resource sustainability should be taken into account.
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In order to measure the progress of LED, in terms of process and content, the following set of indicators were

developed based on (a) the experiences of LED projects from around the world, as provided by the ILO; and (b) the

local economic situation and economic management structure in Duyun City, Guizhou Province (see Appendix 2). At

present, these indicators are indicative, and still need to be refined, operationalised and tested. The design, imple-

mentation and outcomes of the LED strategy should be internally evaluated by the local programme management

team and externally evaluated by the ILO and an independent consultant.

The three sets of indicators are:

1. Process Indicators  that measure to what extent a LED management and operation system have been es-

tablished

2. Result and Outcome  (Operating and Performance) Indicators that measure several aspects of the territorial

impact and gauge the capacity of the LED intervention and its institutions

3. LED Training Indicators  that identify the objectives and activities to be covered when conducting a LED training

programme

I. Process Indicators

1.1 The Establishment of a LED Strategy Design and a Management Structure

n The establishment of a LED management and operation structure

(a) Local government approve the establishment of a LED Forum

(b) Resources such as premises, equipment, personnel, etc., are provided by the local government

n Relevant organisations' and stakeholders' participation in the LED structure and operation process

(a) Relevant government departments in the areas of: planning, financial planning and execution, science and

technology, agriculture, tourism, etc.

(b) Enterprises, both state-owned enterprises and private enterprises

(c) Relevant NGOs and economic research institutions, the Women's Federation, ACFTU, entrepreneur

associations, business associations, etc.

(d) Financial institutions, including commercial banks, credit cooperation associations, fund guarantee

companies, private and public investment institutions

n Re-construction of the local economic framework for small business development

(a) Decision-making and economic management structure

(b) Economic framework and industrial development policy

(c) Resource allocation, and investment process and structure

(d) Priority industries and enterprise development plans

(e) Subsidies, incentives policy and regulation

1.2 The Design of a LED Development Strategy

n Bottom-up, transparent design mechanism

(a) Clear and simple organisational structure

(b) Simple and scientific information analysis methods

(c) Scientific operating and decision-making process

n Territorial diagnosis methods (e.g. SWOT) and institutional mapping to analyse the local socio-economic

situation and identify local stakeholders
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n Define the LED beneficiaries

(a) Define the target groups, according to number, age, gender and location

(b) Determine the economic situation of the target groups

(c) Consider their natural and economic environment

n Detailed 1-year and 5-year LED targets with action plans

(a) Conduct a needs assessment and select a development model

(b) Ensure the plan is acceptable to the relevant stakeholders

(c) Coordinate the plan with the environment's natural resources

(d) Outline the economic development strategy

n LED strategy execution

(a) Clear execution plan

(b) Establish a monitoring and feedback process

(c) Conduct quarterly and yearly evaluations

1.3 The Establishment of  LED and an SME Service System

Establishment of private and small economic development supporting and consulting institutions

n Coordinated public and private input on the establishment of LED system

n Acceptable, feasible and scientific institutional arrangement and management system;

n Acceptable and capable management and research team

n Clear financial budget allocation and need resources from local government and relevant institutions

II. Result and Outcome (Operating or Performance) Indicators

The targeting standards should be decided during the project formulation phase by independent consultants in

conjunction with the ILO, local stakeholders and the project office. Following project execution, the relevant ratios

should be calculated and evaluated by an external consultant.

2.1 Result Indicator

2.1.1 Indicators of the LED Institutions' Operational Efficiency
n The ratio of fixed costs (overheads plus depreciation) to total expenses (including programme expenses)

It measures the dynamism and managerial efficiency and signals the ability of a small structure (with low fixed

costs) to generate activities (which entail expenses), under assigned resources and financing. The lower this

indicator, the greater the LED institution's efficiency, and the more likely it is to survive in times of little work or

financial difficulties.

2.1.2 Indicators of  Financial Services for SMEs=
n The number, total capital, outstanding loans and performance ratios of financial services institutions

(commercial banks, fund guarantee companies, leasing agencies) for small and individual businesses

Small business credit management is crucial for SMEs and local economic development. Supported by

the LED project, these indicators show that local financial and banking institutions could increase small

business loans and improve the repayment rate.

n The amount of small business loan disbursement and repayment rate

A high repayment rate indicates an ability to generate economically sustainable projects, a good relation-

ship with the public and credibility with customers.

n Average loan size and number of borrowers
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A large number of borrowers with small size loans could support the development of more small busi-

nesses and have a larger economic impact.

n The distribution of credit between the short, medium and long-term

Although the projects financed by long-term loans are likely to be of greater impact, too much of such

lending diminishes turnover and heightens the risk of default.

2.1.3 Indicators of Labour Impact

n How many permanent jobs were created?

n How many temporary jobs were created?

n How many disadvantaged persons got jobs in the promoted or start-up businesses?

n Has the number of labour disputes increased or decreased?

n Has the number of accidents and injuries in the workplace increased or decreased?

n Has the number of employment centres offering (training, recruitment advice, decent work opportunities)

increased?

n Has the number of labour grievances increased or decreased?

n Has the quantity and quality of labour inspectors in the area improved?

2.1.4 Indicators of Social Impact

n How many people were involved in training activities?

n How many permanent employment positions did the LED programme create?

n How many man-months were contracted to outside professionals?

n How many public institutions are members?

n How many private institutions are members?

n How many training programmes undertaken included women?

n How many and what is the percentage of men, women and children benefiting from the specific LED

interventions?

n How many and what percentage of people are covered by social security and social insurance?

n How many and what percentage of people work in the private sector?

2.1.5 Indicators of  HRD and Technological Impact
n How many seminars and promotional events were held to transmit knowledge?

n How many people participated?

n How many new technological service institutions have been involved in local businesses because of the

LED institutions?

n How many local institutions used agency-owned technology at least once?

n How many external national and international institutions did the LED institution contact to begin joint

programmes?

n How many regular monitoring and follow-up reports were received from the CBOs?

n How many meetings were held between the stakeholders to follow-up progress?

n What equipment (provided by the project and local government) is being effectively used?

n How many and what percentage of small businesses and entrepreneurs are meeting regularly and are

adequately engaged in community development activities/schemes?

n How many and what percentage of small businesses and entrepreneurs have formulated and approved

business plans?

2.1.6 Indicators of Economic Impact

Part 3
Local

Ecomomic
Development (LED)

lndicators

3



30

n How many new businesses were generated?

n How many businesses were assisted?

n lf the businesses created and assisted in the last project execution period, how many have maintained their

original employment level?

n How many have increased employment?

n How many working opportunities have LED activities and projects created for women?

n How many have failed?

n How many studies of the local economy were carried out?

n How many feasibility studies of the local economy were done?

n Has a local economic development plan been formulated?

n How many development projects were funded?

n How many development projects were begun and completed?

n How many joint ventures between firms were realised?

n How many marketing agreements were promoted for local firms?

n How many partnership agreements does the LED institution have with national partners?

n How many and what percentage of small businesses were formed and registered?

n How many and what percentage of small businesses or entrepreneurs made commercial investments to create jobs?

n How many SMEs and private enterprises received government and external investment?

n How much money was invested from external sources and the local government?

2.2 Outcome Indicators

n LED development programmes and training courses include detailed policies on decent working standards

and gender balance standards;

n LED projects contain relevant sustainability and environmental protection regulations, and actual performance standards;

n Standards and levels of household income have risen;

n The operational relationship between the executive bodies and the local government bodies among the mem-

bership has been approved;

n There is verification that the operational management follows guidelines correctly.

Objective 1   

To convey an understanding of the concept, principles and procedures of LED to trainees from local
governments and relevant stakeholders

Module 1 - Understanding the LED Concept

Outputs Activities Indicators of Achievement

Training on the

concept and

principles of LED

Carry out training to get a

better overall understanding

of the LED concept;

specifically focusing on the

needs and potential of the

local small business community

Training Programme
* Prepare training and instruction manual
*  Conduct 1 day of training

Trainees
* Understand the difference between LED and traditional

 economic development strategies
*  Understand PACA methods and can use PACA method to

 evaluate LED
* Understand 'Decent Work' and LED
*  Understand steps and methods of LED to establish a strategy
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Objective 2   

To help local stakeholders to understand local economic development condition,main economic activities,
territorial characteristics and advantages

Module 2 – Territorial Diagnosis and Institutional Mapping

Outputs Activities Indicators of Achievement

Training on
territorial diagnosis
and institutional
mapping

Carry out training on
territorial diagnosis and
institutional mapping

Training Programme
* Prepare training and instruction manual
* Conduct 1 day of training
Trainees
* Learn what data is needed to conduct a territorial diagnosis and
institutional mapping
* Understand the means of acquiring these data

Objective 3  

To enhance local stakeholders’ understanding of the local economy and their role in the LED process

Module 3 - Sensitising and Creating a LED Forum

Outputs Activities Indicators of Achievement

Training
on sensitising
and creating

a LED Forum

Conduct training on sensitising

and creating a LED Forum

Training Programme
Training on sensitising and creating a LED Forum
Conduct training on sensitising and creating a LED Forum
Training Programme
* Prepare training and instruction manual
* Conduct 1 day of training
Trainees
* Learn how to enhance local stakeholders' understanding of the
local economy and their role in the LED process
* Understand the design and development of an entry-point project
* Understand the importance of establishing a LED Forum in design-
ing and implementing LED strategies
* Understand how to use Porter's Diamond to make a rapid
assessment and determine an area of intervention

Training on the LED
vision, strategic goal
and project design

Carry out training on LED
strategic design

Training Programme
* Prepare training and instruction manual
* Conduct 1 day of training
Trainees
* Know the steps leading to LED strategy formulation
* Know how to select LED projects

Objective 4   

To establish the LED vision and LED strategic goals, and design LED projects

Module 4 - Formulating a LED Strategy

Outputs Activities Indicators of Achievement

Objective 5   

To introduce the steps of LED strategy implementation: planning, budget arrangements, institutionalisation of the LED Forum, and
monitoring and evaluation

Module 5 - Strategy Implementation and Monitoring
Outputs Activities Indicators of Achievement

Training Programme
* Prepare training and instruction manual
* Conduct 1 day of training
Trainees
* Understand how to make LED strategy implementation plans
* Understand how to establish a LED agency
* Understand how to use indicators to evaluate a project

Training on
implementing
a LED strategy
and monitoring

Carry out training on LED

strategic design
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This manual has introduced several LED concepts and given a stage-by-stage overview of the LED process. Beyond a

theoretical and descriptive analysis, the Manual provides several practical examples of tools and exercises that can be

used in the design, implementation and evaluation a LED strategy. As this is the first such ILO LED manual, either in China

or internationally, the materials, in particular the toolkit and indicators, will be validated and amended over time.

LED facilitators and local stakeholders should read the Manual and reflect on its applicability to the Chinese context

and their own environment. But in order to apply LED, they will require further instruction and training regarding the

optimal understanding and meaning of the Manual, the process it represents, and its tools and activities. Then, in

“learning by doing”, the stakeholders and facilitators will become increasingly knowledgeable about how to carry out

the LED process and can further develop and adapt the tools, and become progressively proficient in

implementingthem across a range of localities.

 The appendices include complementary materials that will provide readers with a more thorough understanding of

LED and its implementation. As well as elaborating on the context, the appendices offer more details of the practical

tools available to stakeholders.

Appendix 1 - Positioning the ILO LED Approach

Preparing an ILO LED approach that is appropriate for social and economic development in China requires the careful

consideration and integration of various national, organisational, and theoretical principles. This appendix places LED

within the frameworks of the ILO’s Decent Work Agenda; the Global Employment Agenda; China’s employment agenda;

and decentralisation theory and practice. Together they illustrate the reasoning and relevance of the LED strategy.

Appendix 2 - Summary of the LED Programme in China

In the development of this Manual, the preparatory work conducted by MOLSS and the ILO included a series of case

studies. This appendix provides a short summary of the research methods applied in the five localities and the

workshop that was then organised to discuss the research findings and the potential of the LED approach.

Appendix 3 - A Review of Selected LED Tools

Of the 25 listed in section 2.5, this appendix provides further details of twelve of the tools designed to assist in the

implementation of the LED strategy and specific activities. This diverse set of practical methodologies also reflects the

economic and social development balance emphasised by the ILO LED approach. Currently, some of these tools have

been adapted and tested in China, others have been tried elsewhere, and still others are in the development phase.

Appendix 4 - Indicators to Evaluate Local Economic and Social Development

In benchmarking (territorial diagnosis) and assessing (monitoring and evaluation) the social and economic develop-

ment of a territory, this appendix provides some sample indicators. The full list of over 120 indicators has been

condensed here, but the remaining cover key aspects of socio-economic development.

Appendix 5 - A Case Study of Local Development Planning Practices in China

To give a clearer understanding of how decisions are currently made at the local level, this case study describes the

planning process at the county level in China. The appendix is not an example of best LED practice, but as a discussion

case it can be used to paint a clearer picture of how the process can be adapted in line with the LED approach.

Appendix 6 - LED Process Start-Up Simulation Exercise

This exercise simulates a workshop in the Local Economic Development (LED) planning process of the fictional City A. The

purpose of the simulation is for participants to better understand the basic LED issues, namely the complexities of the playing

field, players and negotiation. The simulation is not only a preliminary, sensitising exercise, but it can also introduce stake-

holders to some of the other tools (e.g. value chain analysis and sector upgrading) featured in the ILO LED toolkit.

Appendices
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Box 1.The Relationship between Decent Work and LED

n Creating productive employment is inextricably linked to economic development and sound economic structure;

n Stimulating labour demand can be achieved by creating an enabling environment for entrepreneurship and promoting the
establishment and expansion of small enterprises, including self-employment;

n Upgrading workers’ skills and knowledge is an essential way of boosting the local economy as well as ensuring employment
flexibility and security;

n Strengthening social dialogue is an important mechanism for enhancing enterprise performance, reducing gaps in the

distribution of social and economic benefits, and preventing and resolving conflicts.

Appendix 1
Positioning

the ILO LED Approach

1
The following is a confirmation of the suitability of the ILO's LED approach to China's social and economic develop-

ment strategy. It places LED within the frameworks of:

1. The ILO's Decent Work Agenda

2. The Global Employment Agenda

3. China's Employment Agenda

4. Decentralisation Theory and Practice

1. Decent Work and LED

What is Decent Work?

The ILO's primary goal is to promote full and decent employment as the means to improve living standards and meet
the needs of all men and women in the world of work. The concept of 'Decent Work' sums up the aspirations of people
in their working lives, and is based on a conviction that economic and social development are two aspects of the
same process that sustain and reinforce one another. Decent work can play a vital role in poverty reduction and the
achievement of equitable, inclusive and sustainable development; provided that jobs are created as a result of a
genuine demand for employment within the local economy, are available to the most vulnerable groups, have real
benefits for workers, and acknowledge the environment in which they are created.

The ILO's Decent Work Agenda incorporates and promotes all four of the organisation's strategic objectives: prin-
ciples and rights at work provide the ground rules and the framework for development; employment and incomes are
the way in which production and output are translated into effective demand and decent standards of living; social
protection ensures human security and civic inclusion, and enables economic reform; and social dialogue links
production with distribution and ensures equity and participation in the development process.

Promoting Decent Work through Local Economic Development
According to the report of the World Commission on the Social Dimension of Globalisation, promoting decent work at
the local level requires local empowerment, an investment in participative and democratic institutions, the generation
of productive employment, the development of local economic and administrative capability and particular attention to
the needs of socially excluded groups. These decentralised, innovative and tailor-made approaches have progres-
sively been gaining ground in place of, and as a result of, traditional top-down development strategies. Though the
concepts of participation, local ownership and partnership are not new, they have been refocused and grouped under
the rubric of Local Economic Development (LED).

It is important to remember that LED is not only a local issue; the need for a LED approach is driven by the effects of
globalisation, such as increased trade, urbanisation and inequality. Governments can effectively deal with these
challenges by adopting a national strategy to promote local economic and social development. There is nothing more
appropriate than the local dimension for identifying specific solutions to specific needs within a specific context.

The ILO's LED Approach

The ILO is just one of several international organisations that are engaged in local economic development. Though
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the ILO approach prioritises the promotion of decent work, it adopts a flexible strategy, with multiple entry-points

tailored to the needs and resources of each territory. In applying integrated local development strategies that incorpo-

rate the four strategic principles (rights at work, employment, social protection, social dialogue) at an operational

level, the ILO can call on technical expertise and vast international experience to strengthen the capacity of its

constituents and key partners. There are a variety of tools to support local planning and the implementation of social

and economic development objectives (see section 2.5 and Appendix 3).

Other international organisations working in LED highlight many of the same concepts and processes, but their entry-

points reflect a different combination of the key LED objectives (as seen in Table 1 below). For example, UN Habitat's

extensive Local Economic Development Series concentrates on planning, particularly in urban development. Similarly,

the World Bank's approach is overwhelmingly urban-based and works predominantly within a strategic planning

exercise along with other municipal projects. As is discussed in some detail in the manual (section 2.3), the PACA

approach adopted by GTZ focuses on creating a favourable business environment.

2. LED and the Global Employment Agenda:

National Strategies for Decent Work Outcomes
The ILO's integrated approach to job creation takes into consideration policies and methods on macro and micro

levels, the supply side and demand side, and both the quantitative aspect - more jobs, and the qualitative aspect -

better jobs that respect the fundamental rights of workers. In the context of the Global Employment Agenda - devel-

oped with contributions from governments, workers and employers - the key interventions and actions for job creation

strategy can be grouped, for operational and programmatic purposes, into five main areas.

1. Economic policies. These include macroeconomic policies, the investment climate, trade policies and re-

gional integration. All these are key areas for expanding markets and effective demand and, therefore, for

Table 1. Four Key LED Objectives

To promote growth (of

investment,  jobs and

incomes),  equi ty and

sustainability

n Improve economic

 infrastructure (general

and targeted)

n Improve human

capital (general and

occupational)

n Improve local business

climate (governance

a n d  s t r a t e g i c

partnerships)

To create an enabling environ-

ment for local business climate

(PSD) (not just government)

n Popular participation in

planning and other deci-

sion-making processes

n Decision-making arrange-

ments (al locat ion of

authority)

n Enforcement of rules gov-

erning official and private

action

n Accountability of decision-

makers, implementers, and

rule-enforcers

To provide a foundation for

local PSD (hardware and

software, education, etc.)

n Resource mobilisation

a n d  m a n a g e m e n t

(financing financial

 management and

 procurement systems)

n S e r v i c e  d e l i v e r y

(organisation of service

providers - public vs. pri-

vate vs. NGO vs.

CBO - and performance

improvement)

To strengthen social capital

among poor producers and

facilitate broad access to

capital, technology

 and markets

n Opportunities available

to people and communi-

ties

n Capabilities of people

and communities

n Effective participation in

service provision and

private sector growth

Private Sector
Development (PSD) Empowerment Local Governance

Public Service
Provision
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increasing the demand for labour. No matter how much is done on the supply side, if there is not enough

demand via the expansion of markets or the corresponding dynamism in the private sector, it will be difficult

to create more and better jobs.

The other policies are measures aimed at the supply side and include the following:

2. Improving productivity and competitiveness through vocational training, education, life-long learning and

technology;

3. Developing enterprises, including from the strengthening of the rule of law to promoting entrepreneurship, and

from upgrading supply chains to technological innovation policies;

4. Specific labour market policies;

5. Policies to improve governance, strengthen institutions and build coalitions to encourage the necessary changes.

The diagram below demonstrates how to link concepts, approaches and tools with national employment outcomes

and objectives. LED is identified as a tool within the fifth policy area, but mainstreaming LED would allow it to directly

affect all the aspects of employment policy.
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Employment Strategies for Decent Work Outcomes: Basic Concepts,Approach and Tools

Growth:
*Capital-lnvestment
*Human Capital
*Productivity
*Trade
*Governance

Distribution-equity:
*Taxes & transfers
*Access to:

Assets-credit
Education
Infrastructure
Health

*Social Inclusion:
Participation
Voice
Power

Values & Principles
Full respect for the
Fundam ental principles
and rights work.

1. Economic policies for
Market expansion and
Increase in lab or demand
(Macro,Trade,FDI,
Regional lntegration)(2a1)

2. Skills,technology &
employability(2a2)
(Training,Human Resource
Development Policies,
Worker Adjustment)

3. Enterprise Development:
Promotion of Clusters,
SMEs,
Value chain upgrading,
Entrepreneurship,MNE
Social Finance(2b1)
Technological Innovation

4. Labor Market Policies

5. Improved govemance,
Institution Building &
Organisational capital

Greater influence of International Labor Standards in Develo pment
Expanding the in fluence of social partners,social dialogue and tripartism

MAINSTREAMED STRATEGIES:
A fair globalization
Working out of poverty
Advancing gender equality

ILO,Executive Director,Employment Sector,October,2005

Investment climate
Employ ment-friendly Macro-Ec.Framework
Growth-Employment-Poverty reduction links
Impact of Trade liberalization on LM
Impacts of FDI on employment & skills
Recognition of skills across borders

Lifelong leaming,on the job-training.
Guide to Worker Displacement,Goog Practices
Guide on career guidance,
Community-based rehabilitation
Use of ICTs for productivity

Favorable policy & Regulatory Environment
BDS:KAB,SYB,IYB,EYB,WEDGE
Corporate Social Responsibility-MNE Declaration.
Access of working poor to finance
Strengthening cooperatives

Active Labor Market Policies
Job Search Services,Labor Statistics,etc
Analysis and advise on flexibility and security
E-intensive Investment Approaches(2b2)

Cap acity building with constituents to put
E at the center of ec and social policy.
Coalition building for Decent-Work
projects with Employers and Workers
Local Ec.Development (LED)(2b3)
Upgrading of informal enterprises

Achievement of
Key Objectives:

EMPLOYMENT
Poverty reduction
Youth Employm
Informal Economy
Gender,Disability
Crisis response

BASIC CONCEPTS
Main determinants

CHECKLIST
of key policy areas

TOOLS
Illustraive list of

Eknowledge products:
OUTCOMES

Country A  Country B  Country C

Decent Work
Country

Programs,NES

Roadmaps
for countr ies at different

levels of dev.
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3. LED and China's Employment Agenda

The State Council's Notice on Further Strengthening Employment and Reemployment Work demonstrates the rel-

evance of LED to the Chinese employment agenda. Issued in November 2005, this circular will steer employment

policy and practice for the next two to three years. In order to facilitate the implementation of these policies, another

seven supplementary attachments will be issued in the coming months.

The notice outlines six main objectives aimed at resolving China's employment and reemployment issues, including:

I. Further define the employment objectives and activities; and create job opportunities through multiple channels;

II. Further improve and implement re-employment policies, promote the reemployment of the laid-off and unem-

ployed workers;

III. Promote the overall planning of the urban and rural employment, improve employment service, intensify

vocational training;

IV. Unfold regulation and control for unemployment, strengthen employment administration;

V. Further improve the social security system, establish the linkage mechanism between social security and

employment promotion;

VI. Continue to strengthen organisation and leadership, mobilise the force of all walks of life to widely participate

in the work of employment and reemployment

The sixth objective is particularly relevant to the participatory nature of the LED approach. More specifically, People's

Governments at various levels and the relevant departments are called upon to further strengthen their leadership,

overall planning, dialogue and coordination; mass organisations such as the Confederation of Industry and Commerce,

the All-China Federation of Trade Unions, and the Youth League are invited the participate more; and the potential

contribution of the wider community, including grassroots organisations, enterprises and the media is highlighted.

Moreover, in order to achieve all of the objectives, the central authorities have strongly urged local governments to

determine and implement comprehensive and tailor-made policies, measures and services in accordance with their

own social and economic conditions. As mentioned in the concluding Article 32, this includes formulating other

policies that enable the expansion of employment in localities. The pre-condition is that tax policy will not be involved,

the central non-tax income will not be affected and the subsidies from the central fiscal budget will not be increased.

In addition to the autonomy offered to local governments to determine policy, the relevance of LED in China is further

demonstrated by the fact that many of the suggested employment creation strategies referred to throughout the

circular are also ILO LED tools, such as SME development, BDS, sectoral and sub-sector upgrading, value-chain

improvements, etc. Also, to follow up on Circular No.36, the Executive Meeting of the State Council held on 18th

January 2006 met to pass seven measures to further protect the rights and interests of rural workers. The seventh

measure specified "the promotion of local economic development and township and village enterprises so as to

encourage the local transfer of the surplus rural labour force."

Employment Promotion Law

The vehicle for LED in China will be the new Employment Promotion Law as drafted by MOLSS and adopted by

National People's Congress. The draft document contains many articles that empower local government with the

management of employment promotion within their administrative areas. From the county and upwards, every level

of government takes responsibility for setting objectives and policies on employment assistance, human resource

development and training, and various other aspects of employment promotion.

Appendix 1
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This gives local government considerable flexibility in designing and implementing employment promotion strategies.

However, the clearest endorsement of LED from the Chinese government is in Article 30. It stipulates that:

Local people's governments at various levels may make local economic development plans, adjust structure of

agriculture and rural economy, develop township enterprises, individual-owned business and private enterprises,

optimise rural employment structure, increase rural employment opportunities in the light of the local circumstances.

4. Linking Decentralisation Approaches

The growing focus on local issues and processes has seen decentralisation approaches become more popular.

Decentralisation is not an alternative to national government, but a mutually supporting strategy for effective governance.

Poverty reduction strategies at the local level have been found to be most effective in countries where strong national

policies and institutions were in place. Moreover, the devolution of authority and resources to the local level should

lead to greater transparency, effectiveness and accountability. By creating a broader range of demands to be placed

on local actors and institutions, sustainable and cost-effective capacity building is required at the local level.

The LED approach merges three conventional decentralisation approaches:

n Decentralised Sectoral Approaches: Service delivery through functionally specialised local organisations with

operational autonomy through de-concentration or delegation.

n Local Government Approaches: Policy, fiscal and operational autonomy allocated to territorial political and

administrative institutions through devolution.

n Community-Private Support Approaches: Empowerment of and/or resource transfer to community organisations

promoting collective action for self-provision and co-production of infrastructure and services.

Community and

Private Support

Approach

Decentralized

Sectoral Approach

Local Government

Approach
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Decentralised Sectoral

Approaches

Local Government

 Approaches
Community-Private

Support Approaches

Lessons

Limitations

How to deliver infrastructure

and services

How to allocate resources

flexibly and formalise

accountability

How to empower people and

get resources to beneficiaries

Ensur ing  a l l oca t i ona l

efficiency, coordination and

accountability

Ensuring service delivery

and empowerment

Ensuring coordination and

sustainability

Though these three methods share good practices involving common principles, the lack of a clear common lan-

guage and consistent methods often makes linkages and collaboration between the approaches difficult. Moreover,

tensions among these approaches reflect different entry points as well as coordination problems among the sectors

or organisations promoting them.

Table 2. Learning from Each Other
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This appendix briefly goes over some of the initial steps that were taken by the Ministry of Labour and Social Security

(MOLSS) and the ILO in the preparation of the LED manual. The phases below were implemented before the SARS

situation unfolded in China, which interrupted the program for approximately one year, and only actively resumed in

April 2004. However, during this hiatus, colleagues from the ILO headquarters in Geneva began developing the

international LED program framework, and a wider interest group has been sensitised to some aspects of the ILO's

approach to local economic and social development.

Phase I - LED Research

The first phase of the LED programme in China began in 2001, and comprised of local economic development

research. Catchment areas in five representative provinces were chosen based on the generic selection criteria of

the ILO's international LED programme v  and in consultation with MOLSS and the Academy for Macro-Economic

Research of the State Development Planning Commission:

Within these provinces, the team selected five specific localities that were considered representative of different

national circumstances and for which the LED approach was considered to hold promise. The MOLSS team of

consultants then spent approximately two weeks studying each locality mainly in terms of the following four sections:

1. A description of the economic, business and enterprise development contexts;

2. The existing institutional arrangements able to carry out local economic development planning and imple-

mentation within the local public, private and civil society sectors;

3. The potential for organizational, management and institutional arrangements in implementing improved

local economic development;

4. Some preliminary LED plans based on what local stakeholders indicated could be done to better conditions

in the locality.

Phase II - A LED Strategic Planning Workshop

Based on all of the findings, conclusions and considerations that emerged from the initial research phase of the

China LED program, the MOLSS-ILO team decided to host a first Strategic Planning Workshop at one of the research

locations, Duyun City.

The focus of the local strategic planning workshop was to allow the MOLSS consultant who had conducted the case

study, investigative work and prepared the report to briefly explain the process, structure and some key aspects of the

report, and some of the specific recommendations and proposals that had emerged from his discussions or from his

own conclusions.  The key recommendations were regarding:

v (1) A population of about 200,000 (this was not a firm figure) (2) Some kind of cultural or political homogeneity or identity (3) Public
authorities in the locality are not only interested in the LED process, but also have a certain degree of autonomy and power of
initiative to support the process (4) Sufficient frequency and intensity of economic interactions within the area to justify and ensure
sustainability of a participatory LED process (5) Sufficient number and variety of economic actors and stakeholders (within government,
civil society and the business community) to ensure active participation within the LED process.

Appendix 2
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n The substantive content of the strategy and plans for local economic development (i.e. identifying and describ-

ing those industries/sectors to be developed, the possible businesses/enterprises to be established or devel-

oped within these sectors and the actions and measures that needed to be taken and by whom for these kinds

of developments to actually begin to happen).

n The best process for working towards this substantive LED content (i.e. the optimal institutional mechanisms,

stakeholders/bilateral or multi-institutional coordination, committees, associations etc.) that could possibly be

established anew in the catchment area in order to achieve both the short-term and the longer-term local

economic development content recommendations made by the report and its stakeholders.

In the subsequent plenary session, participants were provided with sufficient opportunity for a broader general

discussion, to pose questions and express views and specific comments. Stakeholders were then divided into sub-

groups to discuss particular issues, processes and action plans, before coming together again to share their

deliberations and conclusions.
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The ILO LED toolkit is a set of practical methodologies to support the implementation of local economic and social

development activities. Of the sample list of 25 tools seen in section 2.5, the following tools are reviewed here in

more detail.

1. Start and Improve Your Business Programme (SIYB)

2. Gender and Entrepreneurship Programme (GET Ahead)

3. Cooperatives Development

4. Development of Clusters and Networks of SMEs

5. Value Chain Analysis (VCA)

6. Community-Based Training (CBT) and Training for Rural Economic Empowerment (TREE)

7. Integrated Rural Accessibility Planning (IRAP)

8. LED Process Start-Up Simulation Exercise

9. Anti-Trafficking Measures (ILO CP-TING Project)

10. Competitiveness Ranking Survey

11. Public Private Partnerships (PPPs) and the Informal Economy

12. Business Environment Improvement and Upgrading Strategy

Appendix 3
A Review of

Selected LED Tools
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1. Start and Improve Your Business (SIYB)

I.  WHAT IS THE SIYB PROGRAMME?

The Start & Improve Your Business (SIYB) programme is a management-training programme with a focus on starting

and improving small businesses as a strategy for creating more and better employment in developing economies

and economies in transition.

II.  OBJECTIVES

The overall SIYB objective is to contribute to economic development and to the creation of new and better jobs. The

immediate objectives are:

n To enable local Business Development Service (BDS) organizations, and among them explicitly women's

organizations, to effectively and independently implement business start-up and improvement training and

related activities for potential and existing entrepreneurs;

n To enable potential and existing small entrepreneurs, both women and men, through these SIYB partner

organizations, to start viable businesses and to increase the viability and profitability of existing enterprises, and

to create quality employment for others in the process

III.  TARGET GROUPS AND BENEFICIARIES

The direct beneficiaries are BDS organizations (either private, public or NGOs), which go through a capacity building

process before they can provide SIYB training to entrepreneurs. The intended beneficiaries are potential and existing

micro- and small-scale businesses with up to ten employees. To benefit from IYB training, these entrepreneurs

should be able to read and write.

IV.  PROGRAMME COMPONENTS

The SIYB programme is a system of interrelated components developed to achieve maximum impact and sustainability.

The SIYB components are:

1. SIYB training material including handbooks and workbooks as well as an interactive business game.

2. Capacity building of partner organizations in terms of:

n Training of trainers in how to deliver SIYB

n Training of directors and training managers in how to run management training

n Training of master trainers in how to sustain the SIYB programme

3. A range of supportive tools in the implementation of an SIYB programme

n Market Assessment Tool : A step-by-step guide to analyse the market environment for management training

and help the partner organizations to position SIYB training as a sustainable product in the market

n Selection Tools for Trainers, Master Trainers and Partner Organizations:  Make the process of selection

and development of SIYB delivery capacity transparent and efficient

n Trainer Guide : Takes the trainer step-by-step through the competency areas needed to train and follow-up on

entrepreneurs

n Master Trainer Guide:  Takes the master trainer step-by-step through the competency areas needed to keep
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the SIYB programme running in a country

n M&E Tools:  A developed system to keep track of activities and quality of the training

n Impact Assessment Tools : Enable an SIYB programme to conduct impact assessments with local resource

persons at a comparatively low cost

V.  INTERVENTION DESIGN

The main roles of an SIYB project are:

1. To adapt and introduce the training material

2. To build capacity among the partner organisations, female and male trainers and master trainers to market and

deliver SIYB training

3. To put in place M&E and other systems, e.g. marketing programmes to enable the efficient and effective imple-

mentation of the SIYB programme

The SIYB programme achieves outreach through an institutional set-up of master trainers who instruct trainers in

how to conduct the SIYB course. Both trainers and master trainers have to go through rigorous preparation to be

certified in delivering high quality SIYB training and follow-up. The capacity of partner organizations in how to market

and deliver SIYB training and related business development services is also strengthened.

Achieving sustainability is a goal of the SIYB programme and thus the selected partner organizations are encouraged to

offer SIYB training on a commercial basis to a variety of client groups. Subsidies in the delivery of SIYB are discouraged.

However, at a pre-transaction level they are sometimes used to raise awareness. Master trainers who play an important

role in maintaining the programme implementation at country level and (re)train trainers are a second tier to ensure

programme sustainability. Master trainers also operate as commercially sustainable BDS providers.

VI.  STAGE OF DEVELOPMENT

The SIYB programme has been implemented in over 90 countries in Asia, Africa and Latin America. In China, the

programme was launched in July 2004 after a successful two-year trial phase in three pilot cities. In its first year, SIYB

targeted laid-off workers and now training services will also be made available on a pilot basis to urban migrants and

university graduates. In 2005, plans were made to extend programme services countrywide.
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2. Gender and Entrepreneurship Together (GET Ahead)

I.  WHAT IS THE GET AHEAD PROGRAMME?

GET Ahead is a training package that is aimed at assisting ILO partner organizations to promote enterprise development

among poor women who want to start or are already engaged in small-scale business. The GET Ahead package differs

from conventional business materials as it highlights essential entrepreneurial skills from a gender perspective.

GET Ahead covers both the practical and strategic needs of low-income women involved in enterprise activities. It shows

women how to develop entrepreneurial, basic business and management skills; obtain support through groups, networks

and institutions dealing with enterprise development; and also takes account of gender-based issues affecting the rights

of women to have equal access to property, financial and business support and business opportunities.

Once women have received training in GET Ahead, they might choose to step up to receive other ILO training support,

such as through the Start and Improve Your Business (SIYB) programme.

II.  OBJECTIVES

The GET Ahead package provides a lot of practical information to help women living in poverty to start thinking about

income-generation and enterprise activities.

GET Ahead for Women in Enterprise aims to:

n Expand decent work and income-earning opportunities for women and men in family and community-based

enterprises

n Enable low-income women entrepreneurs and their families to shift from marginal income generation to prof-

itable business development

n Contribute to the social and economic empowerment of people and communities living in poverty.

III.  TARGET GROUPS AND BENEFICIARIES

The immediate target group for this guide is ILO partner organizations that are interested and/or engaged in promot-

ing enterprise development among poor women. The ultimate target beneficiaries for GET Ahead are low-income

women who intend to create, or are already running, small-scale business activities through individual, family or

group-based enterprises. It can also be a valuable training tool for use with special target groups, such as women

entrepreneurs with disabilities.

IV.  PROGRAMME COMPONENTS

The GET Ahead guide has three parts:

1. Part one is an introduction to the training and includes the aims and strategies; an overview of the content and

structure of the guide; tips for trainers; and hints for organizing training.

2. Part two - the major content of the guide - is presented in four separate modules:

n Module One: 'The Basics of Gender and Entrepreneurship'. This includes gender equality promotion and

covers the life cycle of both people and enterprises.

n Module Two: 'The Business Woman and her Environment'. This covers the themes of "She can do it" and

"She is not alone".
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n Module Three: 'The Business project'. This concentrates on the components of the business project, i.e.

business ideas; opportunities and challenges; marketing; production; services; technology, and finance.

n Module Four: 'People, Organization and Management'. This looks at management of one's self and others;

business support and networking; and action planning for your business.

 3. Part three of the guide provides valuable sources of further information. The guide also includes a Marketing Mix

board game.

V.  STAGE OF DEVELOPMENT

The materials were originally developed and piloted on two occasions in Thailand. They were further refined for

subsequent field tests in Cambodia and Laos. The final materials have been used for Training of Trainer (ToT)

programmes in these two countries, as well as in China and Viet Nam, where the Training Package and Resources

Kit has already been adapted and translated. The materials have also generated demand in Africa, Russia and

Central Asia, and in Arab States.

Currently more than 100 resource persons have been trained using the GET Ahead approach, and it is being used to

assist women in starting their micro enterprises in the aforementioned countries.
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3. Cooperatives Development

I.  WHY COOPERATIVES?

Cooperatives are autonomous associations of people who join together to meet their common needs through jointly owned

and democratically controlled enterprises. Cooperatives are able to promote economic and social development, as they are

commercial organizations that follow a broader set of values than those associated purely with the profit motive.

Political and economic changes in many countries have suddenly exposed cooperatives to competition without the

protection and support of the state. But cooperatives can now take full advantage of the opportunities of the market,

and protect their members against the negative side effects of globalisation and economic liberalization.

The ILO views cooperatives as important in improving the living and working conditions of women and men globally

as well as making essential infrastructure and services available in areas neglected by the state and investor-driven

enterprises. Its Cooperative Branch carries out various projects and activities around the world to support the devel-

opment of cooperatives.

II.  OBJECTIVES

Cooperatives have the potential to advance the concept of decent work by:

n Promoting fundamental principles and rights at work by encouraging freedom of association and work-place

democracy

n Creating greater opportunities for women and men to secure decent employment and income by enabling their

members to combine resources, skills and talents

n Enhancing the coverage and effectiveness of social protection by providing the socially excluded with basic

social services

n Strengthening tripartism and social dialogue by defending the interests of the rural poor and unprotected

workers

III.  TARGET GROUPS AND BENEFICIARIES

The ILO's Cooperative Branch offers training and assistance in cooperatives development to government departments,

training institutions and cooperative members themselves. Various specific target groups, including women, youth

and indigenous peoples benefit from these programmes.

IV.  AREAS OF WORK

The ILO's Cooperative Branch provides technical support in a range of areas:

n Cooperative policy and legislation provides the foundations for autonomous, economically viable and mem-

ber-oriented cooperative movements. The ILO has provided many member states with policy advice and tech-

nical assistance in formulating modern and comprehensive cooperative development legislation.

n Human Resource Development  is essential for the economic viability of cooperatives and forms a critical part

of cooperative policy. HRD allows stakeholders to contribute to, participate in and efficiently manage coopera-

tive activities. The principal strategy utilized by the ILO to promote cooperative HRD is networking. In this way,

information and expertise are exchanged between cooperating institutions, providing not only the basis for a

more effective sharing of experiences, but also the stimulus for rationalizing activities on the regional, inter-

regional and global levels.
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n Job creation  through cooperatives has become a top priority of the ILO. For example, a global programme,

"Jobs for Unemployed and Marginalized People" (JUMP), is being developed that will focus on the promotion of

the most employment-intensive types of cooperatives through a mixture of policy advice and operational activi-

ties in the field.

V.  PROJECT EXPERIENCE

Some of the cooperative development projects the ILO has carried out worldwide include:

n ACOPAM  was one of the ILO's largest and most longstanding technical cooperation projects in Africa. The

participatory programme promoted self-employment through the promotion of cooperatives and other self-help

organizations. During the programme's final five-year phase, it created a total of 56,000 jobs in five countries,

significantly reducing poverty and increasing the food security of its beneficiaries.

n The SYNDICOOP programme aimed to improve the working and living conditions of unprotected informal

economy workers. Decent work opportunities were created through strengthening the capacity of trade unions

and cooperative organizations to work together constructively in the informal economy.

n The INTERCOOP programme addresses the problem that many development projects are focusing on produc-

tion only, but do not help the producer to sell his or her products. The programme promoted commercial

exchanges, business partnerships and exchange of know-how (e.g. marketing, law, finance, technology) be-

tween cooperatives in developing countries and their counterparts in the developed countries.

n The COOPREFORM programme provided services and information, and organized workshops for policy-mak-

ers to support the formulation of coherent cooperative development policies and reform cooperative legislation.
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4. Development of Clusters and Networks of SMEs

I.  WHAT ARE CLUSTERS?

Evidence from developing and developed countries shows that cooperative relations and joint action are more likely

when enterprises operate in proximity and share business interests, such as markets for products, infrastructure

needs or challenging external competition. Within such groups, or clusters, the joint initiatives of enterprises and

ancillary units are stronger because of the critical mass of interested parties; more cost-effective due to shared fixed

costs; and easier to coordinate, with their geographical concentration fostering mutual knowledge and trust.

The impressive dynamism of such localities and regions and their potential in stimulating growth and job-creation

has prompted a number of cluster initiatives. UNIDO and the ILO jointly developed and disseminate a series of tools

and methodologies under the "Development of Clusters and Networks of SMEs" programme.

II.  OBJECTIVES

Cluster development strategies mainly focus on generating various advantages for small firms as well as benefits for

the social and economic development of the locality or region:

n Cluster development strategies aim to strengthen the competitiveness of local SMEs and their capacity to

provide more and better jobs

n SME cluster development provides a unique opportunity for integrating the objectives of economic development,

environmental sustainability and social equity

n Industrial clusters lend themselves to poverty alleviation both directly - through employment, incomes and well-

being generated for the working poor; and indirectly - through their wider impacts on the local economy

III.  TARGET GROUPS AND BENEFICIARIES

The "Development of Clusters and Networks of SMEs" programme is delivered to government officials, SME

practitioners, brokers or intermediary agents, and representatives of business associations and local development

agencies.

In terms of beneficiaries, certain types of cluster development strategies may have a more direct impact on poverty.

These include clusters in rural areas and in the urban informal economy, clusters in labour intensive sectors and

clusters that employ women, migrants and unskilled labour.

IV.  PROGRAMME COMPONENTS

The "Development of Clusters and Networks of SMEs" programme covers different modalities of inter-enterprise and

enterprise/institutional collaboration: horizontal networking (among SMEs), vertical networking (among SMEs and

larger enterprises) and clustering where larger concentrations of enterprises and support institutions operating in

the same locality and belonging to same or complementary sectors are concerned. The programme consists of the

following instruments that have been devised to build local institutional capabilities to promote clusters and networks:

Cluster Development Methodology: This is a practical approach to help practitioners undertake a cluster diagnostic

analysis, identify a vision, prioritise activities and implement and monitor them. It includes case studies drawn from

under-achieving and performing clusters and modules to tackle specific problems within a cluster context. There is

also a specific methodology to assess the impact of cluster development at the level of firms, their associations and

clusters as a whole.

Appendix 3
A Review of
Selected LED Tools

3



53

Training Courses for Cluster Brokers: The cluster methodology has been adapted to a training course including a

training manual as well as a set of reading materials and videos that comprises two weeks of class training and six

weeks of supervised fieldwork.

Local Development Methodology: Based on the cluster experience, this methodology has been developed for appli-

cation in regions with less concentration of enterprises or those with enterprises dispersed across sectors. Like the

cluster methodology, it is based on promoting collective efficiency and joint actions.

Cluster-to-Cluster Cooperation: The programme endeavours to connect clusters that can learn from each other

through activities such as benchmarking, study tours and the exchange of brokers or technicians.

V.  INTERVENTION DESIGN

The "Development of Clusters and Networks of SMEs" programme is available through a two-week training course

held at the ILO's International Training Centre in Turin. During this course, concrete case studies are examined, best

practice is analysed, action recommendations are developed and exemplary Italian SME clusters ("industrial districts")

are visited.

VI.  STAGE OF DEVELOPMENT

Following the success of the first course edition, which was attended by 25 participants from all over the world, UNIDO and

the ILO organized a second course on SME cluster development aimed at government officials and SME practitioners from

developing countries. The programme continually draws lessons for tools and methodologies from its field experience in

cluster development and SME networking technical co-operation projects in several developing countries.
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5. Value-Chain Analysis (VCA)

I.  WHAT IS A VALUE-CHAIN?

A value-chain is the sequence of activities required to make a product or provide a service. The process of globalisation

has brought far-reaching impacts on the structure and sourcing of production, as well as the nature of market

opportunities and competitive pressures for producers. Global buyers, who weave international networks for the

sourcing, production, distribution and sale of goods and services, have received particular attention, as they are

perhaps the most apparent manifestation of what true global production systems involve. Receiving less media

attention, but of equal importance, are the changes in production and sourcing behaviour of regional, national and

even local producers, which is where the vast majority of the global workforce is to be found.

To ILO has recently developed Value Chain Analysis for Policy-Makers and Practitioners to assist in the assessment

of value-chains and policy formulation. The user-friendly guide proposes an approach that has proved to be a

powerful analytical tool, and can now be adapted to serve pragmatic ends.

II.  OBJECTIVES

Conducting a value chain analysis (VCA) has become an increasingly useful approach to gaining a comprehensive

view of the various inter-locking stages involved from taking a good or service from the raw material to production and

then to the consumer. It can be used to help local enterprises map their place in the global economy, upgrade their

capabilities, improve the earning opportunities and encourage them to improve working conditions. The guide can

also be used by policymakers to identify a more relevant set of stakeholders and may provide a framework for

coordinating foreign assistance to local economic development.

III.  TARGET GROUPS AND BENEFICIARIES

Many interesting sectoral specific examples of similar VCA tools have flourished in recent years. However, this guide

fills a gap by providing insights that could provide useful information for policy-makers, at national and local levels,

who must take important economic and social decisions, especially in countries who are trying to upgrade their

industries.

The guide is targeted at anyone seeking to improve the competitiveness of SMEs or reposition local enterprises in the

global economy - and generate sustainable jobs and income for local people; in particular policy-makers in the

Ministry of Industry and Trade, local government agencies, representatives of business associations or trade unions;

or practitioners from NGOs, donors or multilaterals.

IV.  COMPONENTS

The main elements of the ILO's Value Chain Analysis guide are as follows:

 Section 1  presents the key insights of the value chain approach and the questions it raises about how the global

economy is organized and how local enterprises can participate more effectively in it.

Section 2  sets out why this new analytical approach is important for policy-makers and practitioners.

The remaining sections 3-8  tackle specific policy problems and provide practical ideas about how to address these

challenges.

To some extent the sections build on each other, but the guide can be read selectively.
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V.  DESIGNING INTERVENTIONS

The guide cannot offer a blueprint for success. Instead, the application of the approach and the evaluation of out-

comes take time, resources, patience and commitment.

However, the question that should drive the process is not whether the approach works, but under what conditions?

The value chain approach needs to complement and align with other interventions and approaches to achieve

maximum impact. The ILO also has a VCA resource guide that is aimed at increasing cooperation amongst business

actors within the sector, integrating into (global) value chains, and improving the business environment through

policy and regulations.

VI.  STAGE OF DEVELOPMENT

More and more global institutions are now supporting this work. The ILO's Department for Job Creation and Enter-

prise Development has begun to use the value chain approach in its analysis and practical work. UNIDO embraced

the value chain approach in its World Industrial Development Report and has begun to use it for upgrading the

capabilities of local suppliers. The Rockefeller Foundation has for some time supported the Global Value Chain

Initiative and brought together some of the leading analysts and policymakers in this field. USAID's programme to

help small enterprises to access and benefit from global markets relies heavily on the value chain approach and is

being carried out in conjunction with ACDI/VOCA, Action for Enterprise and other organizations that have a track record

in small enterprise development. GTZ has commissioned a programme of work on shaping value chains for

development. DANIDA and FAO are particularly interested in the relevance of the approach for agricultural development.

The International Finance Corporation and the World Bank have begun to explore the relevance of the approach for

their work in developing countries. In contrast, WIEGO, Oxfam and other global NGOs have been using the approach

for some time to try to improve working conditions in the developing world.
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6. Community-Based Training (CBT) and Training for Rural
Economic Empowerment (TREE)

I.  WHAT IS COMMUNITY-BASED TRAINING?

Community-based training (CBT) is a means through which to provide the poor with new skills that are particularly

useful in conducting secondary activities to supplement the household income. The ILO has recently developed and

renamed this programme 'TREE' - Training for Rural Economic Empowerment. The programme develops a method-

ological strategy to train youth and women in rural areas of developing countries for employment and income-

generating opportunities. The comprehensive approach is composed of training actions, post-training support and

credit to entrepreneurs, placing particular emphasis on identifying employment opportunities before carrying out

training to match the opportunities.

This ILO approach differs from conventional vocational training in three ways:

1. It identifies potential income-generating activities and related training needs before designing the content and

duration of specific training programmes

2. It involves the local community directly in each phase of the identification, design and delivery process

3. It facilitates the necessary post-training support services, including credit, to ensure that individuals or groups

can initiate and sustain the income-generating activity

II.  OBJECTIVES

CBT has proved a particularly effective system of training delivery in alleviating poverty and combating unemployment

amongst the most vulnerable groups in the rural and urban informal sector. The principal aims of this approach are

to provide the unemployed and underemployed with self-employment and income generation opportunities. However,

impact evaluations of current CBT programmes revealed that trainees not only experienced a significant increase in

income, but also saw enhanced levels of nutrition and more involvement in community affairs.

III.  TARGET GROUPS AND BENEFICIARIES

The programme supports employment and training organizations to develop community-based and community-

owned, demand-driven initiatives to meet the training needs of poor communities.

The principal beneficiaries of the ILO's of existing community-based training are the unemployed and underemployed, particu-

larly out-of-school youth, many of whom are poor. The benefits of CBT have been particularly apparent among women.

IV.  PROGRAMME COMPONENTS

The main elements of the ILO's generic community-based training methodology are:

1. Institutional planning that covers the assessment of the need and scope for CBT, the formulation of a framework,

and the creation of the necessary capacity of training institutions

2. Identification of economic opportunities and training requirements, which is the centrepiece of the CBT ap-

proach and for which detailed processes, instruments and manuals have been developed

3. Preparation and organization of training, as the CBT approach does not follow prescribed courses

4. Actual training delivery that is tailor-made to trainees
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5. Post-training assistance in the areas of group formation, credit, business consultancies and production equip-

ment procurement

6. Monitoring and evaluation

V.  INTERVENTION DESIGN

Good organization, rather than large amounts of money, is a pre-requisite to the application of the ILO CBT methodology.

An integrated programme at community level generally requires the support of several agencies, and vital compo-

nents include an inter-ministerial committee and consultations with the social partners. Using an ILO manual as a

guide, such bodies take responsibility for training of local programme staff, helping to ensure that the methodology is

transferred into the national training policies.

Similarly, local training committees in the selected areas are vital in identifying opportunities and needs, and provide

the best means of organizing delivery. In the implementation phase, flexibility is essential. Training should be deliv-

ered as close to the clients as possible, with particular attention to ensuring that women benefit fully from programmes.

Important aspects in this respect are the training of trainers, selection of trainees and establishing sources of credit

to make up for lost income during training and to help the start-up of small businesses based on the new skills.

VI.  STAGE OF DEVELOPMENT

The ILO is currently developing generic resources for the TREE programme in the Asia-Pacific region. The CBT

approach was a synthesis of the methodologies developed and field-tested by two ILO programmes - the Skill

Development for Self-Reliance (SDSR) approach seen in Eastern and Southern Africa (Kenya, Swaziland, Tanzania,

Zambia) as well as on the Training for Rural Gainful Activities (TRUGA) approach used in Asia (Nepal, Philippines),

the Russian Federation and Belarus. A number of other countries have also integrated the ILO CBT methodology into

their national training policies.
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7. Integrated Rural Accessibility and Planning (IRAP)

I.  WHAT IS IRAP?

In order to fulfil their basic social and economic needs and live a productive life, all households require access to

facilities, goods and services. Integrated Rural Accessibility Planning (IRAP) is a tool for local, resource-based rural

infrastructure development. Its main features are its simplicity, user-friendliness, low-cost application and immedi-

ate outputs. IRAP emphasizes integrated development that simultaneously improves the rural and feeder road

network and the distribution of facilities and services according to the access needs of the rural population.

II.  OBJECTIVES

The objective of IRAP is to - in a cost-effective manner - effectively address rural access problems, reduce isolation and

alleviate poverty. The IRAP process identifies where and how to address three broad categories of access needs:

1. Basic needs such as water supply, energy and food security;

2. Social welfare aspects of rural life such as health and education;

3. Economic welfare aspects of rural life such as agriculture, livestock, cottage industry, etc.

III.  TARGET GROUPS AND BENEFICIARIES

IRAP is directed at rural localities with poor access to services, facilities and goods. Local government officials carry

out activities but training in the planning tools is extended to all stakeholders. Like LED, the sustainability of IRAP

interventions depends on the participation of a broad range of local actors.

IV.  THE PROCESS

Though its application varies according to different contexts, the process can be described in the following general

steps.

Data Collection and Processing - The first step is to carry out a situation analysis that identifies the target area's access

problems in terms of the mobility of the population and the location of services and facilities. The collected data is processed

and analysed, which results in the identification of demand-oriented access or transport needs in the target areas.

Preparation of Accessibility Profiles, Indicators and Maps - The access profile of a target area covers a set of basic

information on both locations of services and facilities and the difficulties that people have in gaining access to them.

For each sector, accessibility indicators are calculated according to the difficulty a target area has reaching facilities

and services. Based on the gathered information, accessibility maps offer a visual presentation of access profiles

and enable the comparison of alternative solutions to access problems.

Prioritisation - The target areas are ranked and prioritised accordingly. The target area with the worst access indicator

in a particular sector gets the highest priority for access interventions in that sector.

Data Validation and Defining Targets and Objectives - The access profiles will be presented and the data validated in a workshop

with representatives of local authorities, organizations and communities. During the workshop, the sectoral objectives for

access improvements will be defined. Where national targets exist, these will be used to define overall objectives.

 Project Identification - The results of the above mentioned workshop contribute to the identification of a set of interventions

or projects that would most effectively reduce the time and effort involved in obtaining access to supplies, services and

facilities. These interventions are related to transport (rural transport infrastructure, low cost means of transport or transport
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services) and non-transport services (e.g. better distribution or the most appropriate locations of services).

Implementation, Monitoring and Evaluation - The identified projects are then considered and integrated into the

overall local development planning system. The target communities and organizations are (preferably) not only

involved in planning but also contribute to implementation and maintenance of interventions.

V.  INTERVENTION DESIGN

IRAP has adopted a dual strategy to address the problem of poor access. Improved transport can facilitate the

mobility of people to the services and destinations they need to reach; alternatively, improving the distribution of

facilities and services brings those needs closer to the people and reduces the need for transport.

VI.  STAGE OF DEVELOPMENT

The IRAP tool is used in many countries as part of the ILO's Employment Intensive Investment Program. Moreover, the

ILO hosts an annual Expert Group Meeting and has developed several guides and manuals on Integrated Rural

Access Planning.
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8. LED Process Start-Up Simulation Exercisev

I.  WHAT IS THE SIMULATION EXERCISE?

In the early stages of the LED process, a simulation exercise can sensitise stakeholders to the basic principles and

issues related to LED, namely the territory, stakeholders and negotiation. The participants enact roles based on the

fictitious case study of City A and follow a fixed series of exercises, similar to the steps of a real LED Forum.

The role play can be used in different workshop and training settings:

n The workshop can enable participants from different locations to discuss the economic development of a

specific - even though fictitious - locality

n The workshop can help participants from the same locality to understand and internalise a role that is different

to their usual position and perspective

n The workshop can be used for training on specific LED approaches, such as PACA, if the circumstances do not

allow mini-workshops with real stakeholders

II.  OBJECTIVES

Simulating a workshop of the LED planning process enables participants to get a better understanding of local

economic development issues.

The specific learning objectives of the role-play are to:

n Internalise 'Porter's Diamond', the economic structuring tool, and understand its applicability in a workshop

situation

n Learn how to paint an overall picture of the local economy including its competitive advantages and limitations

in a participatory way and in a relatively short time

n Learn how to facilitate a mini-workshop along a tool like Porter's Diamond

n Realign the participants' perception of the local economic reality in a different way

n Comprehend that successful LED is based on coordination and collaboration, which could be compromised by

asymmetric information, conflicting interests and aversions among the participants

III.  TARGET GROUPS

The target group for the simulation exercise includes the LED champions and key stakeholders who are interested

in learning more about the LED planning process. The workshops should include actors from the public, private and

civil society spheres.

IV.  COMPONENTS

The role-play is made up of the following activities:

1. A presentation of the simulation

2. Reading time for role descriptions
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3. Explanation of Porter's Diamond

4. Analysis of the local economy according to Porter's Diamond

5. Summary of the Diamond analysis

6. Elaboration of proposals for action

7. Feedback and assessment of the simulation

The simulation exercise should take between 4 and 4 1/2 hours, but can be longer if participants want to discuss each

element of the Diamond in more detail.

V.  WORKSHOP FACILITATION

In a workshop situation it is important to create an atmosphere that closely reflects reality. At the beginning of the

simulation, facilitators should provide general instructions on how to play the roles. The different role descriptions are

built around (a) a general description of the locality and (b) a specific description of the particular role. The participants

are expected to identify themselves with their role, defend it without being obstinate, present their opinions in a way

that other players can understand, listen to other participants and respond in an appropriate way. The facilitators

should even allow moderate disputes between the players that reproduce the actual mistrust and conflicts sug-

gested in the role descriptions.

VI.  STAGE OF DEVELOPMENT

This simulation exercise is a tool that was developed by Mesopartner and has been implemented in GTZ projects

worldwide. The role-play has also been incorporated into the initial phases of the ILO's Poverty Reduction through

Integrated Small Enterprise Development (PRISED) project in Vietnam.
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9. Anti-Trafficking Measures (The ILO CP-TING Project)

I.  WHAT IS THE CP-TING PROJECT?

Because of the clandestine and irregular nature of much of China's rural-urban migration, it is very difficult to protect the

rights of migrant workers. Many labour migrants - especially girls and young women - leave their villages uninformed and

ill-prepared, often after dropping out of school prematurely, and facing a lack of opportunities. There is little awareness

amongst these potential victims, their families and the authorities that such movement may involve deception or coercion,

systems of debt bondage, and/or result in sexual exploitation or forced labour in slavery-like conditions.

With trends pointing towards a feminisation of migration, a project to prevent trafficking in girls and young women for

labour exploitation within China (CP-TING project) was developed through a partnership between the ILO, the All

China Women's Federation and the Chinese Government. The project aims to create safer channels of migration

using lessons learned during three years of pilot interventions in Yunnan Province, organized under the ILO-IPEC

Mekong Sub-regional Project to Combat Trafficking in Children and Women.

II.  OBJECTIVES

The project's main objective is to help prevent girls and young women ending up in the entertainment industry or other

unacceptable forms of work in China, by reducing their vulnerability to trafficking.

III.  TARGET GROUPS AND BENEFICIARIES

The CP-TING project operates in five provinces - Anhui, Henan, and Hunan (sending provinces) and Guangdong and

Jiangsu (receiving provinces) - and at the national level where it works towards the creation of a national policy framework.

The project is targeted towards girls and young women at high risk of being victimized and the communities in which

they live. Special attention is paid to the needs of unskilled girls and young women - in particular those who have

dropped out of school prematurely - as they are more vulnerable to being lured into unacceptable work.

IV.  INTERVENTIONS

Interventions to reduce vulnerability of girls and young women to trafficking include:

n Warning girls and young women of the dangers of unprepared and ill-informed migration, and encouraging

their direct participation in creating local solutions;

n Reducing the school drop-out of girls under 16 years to improve their employability;

n Working with workers' and employers' organizations to offer decent jobs to migrant girls/women (aged 16-24);

n Promoting managed migration for employment purposes, including bilateral cooperation agreements between

sending and receiving provinces; free information and job placement services targeting prospective migrant

workers; supervision of recruitment and contracting agencies for migrant workers;

n Raising awareness of the risks of trafficking and HIV/AIDS, protection measures and legal literacy in pre-

departure life skills training to prospective migrant girls (aged 16 and over) and young women;

n Sex and age disaggregating and fully analysed data relevant to migration to support focused policy initiatives;

n Improving access in urban areas to social services for female migrants in need;

n Documenting lessons learned from pilot projects to improve policy frameworks at national, provincial and local levels.
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V.  APPROACHES

The project is designed and implemented around a number of principles and approaches:

n Gender focus: Girls and young women are more economically disadvantaged, poorly educated, and vulnerable

to being lured or deceived into exploitative work. Special focus is given to their needs and situations;

n Matching interventions to age: Different ages - different needs - different responses;

n Making migration safer: Acknowledging the right to migrate and the economic forces in play and giving young

females the knowledge and information they need to migrate safely. In the case of girls under 16, the project will

urge them not to migrate unaccompanied;

n Participation: Actively involving those directly affected and others who can be part of the solution;

n Process-based learning and mobilization: Use implementation as an opportunity for learning, involvement,

engagement and ownership;

n Multi-dimensional response and partnerships: Trafficking is a complicated, multi-faceted issue that has many

causes. It is a problem both in and of society. It requires responses that are multi-dimensional and based on

broad partnerships;

n Project as a catalyst: The project is implemented in close collaboration with the ACWF and a range of ministries.

By developing small-scale models at different levels, the project tries to influence broader policy mechanisms

and mobilize government resources.

VI.  ACHIEVEMENTS AS OF END 2005

Progress on policy development has been made in the following areas:

n Conceptual Clarity: A document on the core messages of the project was developed with senior government

officials who now speak out on labour and sexual exploitation dimension.

n Policy Support Structure: High-level and multi-disciplinary national and provincial steering committees have

been established.

n Education Policy & Trafficking: Anhui Province has integrated trafficking into its school curriculum and the

National Ministry of Education is interested in replicating this practice. A global taskforce on child labour and

Education For All was established following a high-level roundtable in Beijing.

n Migration Policy & Trafficking: The Pan Pearl River Delta Agreement refers to trafficking prevention; and a safe migration

policy paper was developed and discussed during a multi-partner meeting in Changsha in December 2005;

n A National Plan of Action, which received the input of the CP-TING project and its partners, is under preparation.

The current draft includes prevention and sections on education and safe migration.

Progress has also been made in the following areas:

n Research: Five large-scale qualitative surveys, covering more than 8,700 households, on trafficking in girls and

young women is close to completion. In all provinces, qualitative research is also being undertaken to raise the

voices of girls and young women and to explore the migration dynamics from their perspective.

n Direct Assistance: Starting at the beginning of 2006 in all five provinces, a specific number of girls will receive

regular help during a longer period of time. These interventions involve awareness-raising and educational

support for girls between 10 and 15, and safe migration and employment support to girls and young women

aged 16 to 24. Such interventions will be combined with participatory monitoring to assess impact and identify

modules to be replicated.
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n Awareness-Raising: To raise awareness of trafficking, media coverage has been improved, with over 200

pieces on TV, radio and in newspapers on project-related trafficking prevention work. In addition, several

activities have been conducted in the pilot cities, including:

¡ A race against trafficking in which 3,000 government officials participated;

¡ A law study event on trafficking in 20 migrant cities;

¡ A fundraising event within the private sector that generated RMB 120,000 for 200 migrant girls to return to

school;

¡ A speech-writing contest;

¡ Interviews with girl victims of trafficking that was broadcasted to an audience of 5 million people;

¡ Multiple advocacy and awareness raising events on International Migrants; Women's; and Children's Day.

n Financial Contributions: The RMB 4 million collected by local governments is an indication of the effective

resource mobilization of senior officials.
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10. Competitiveness Ranking Survey

I.  WHAT IS THE COMPETITIVENESS RANKING SURVEY?

In response to increased regional competition, the Asian Institute of Management (AIM) in the Philippines measure

and rank cities according to their competitiveness. The survey is a policy and urban management tool used to identify

competitiveness gaps and potentials of localities in terms of cost competitiveness, human resources and training,

infrastructure, linkages and accessibility, quality of life, dynamism of the local economy and responsiveness of the

local government. The 70 qualitative and quantitative indicators of local economic and political systems (see below)

analyse the ability of cities to provide an environment that nurtures the dynamism and growth of small and medium-

sized businesses and industries.

II.  OBJECTIVES

Establishing a business-friendly environment is a key ingredient of job creation strategies and local economic

development. This survey provides a useful analysis of the local business environment and can be used to inform the

design of local reform activities and monitor the impact of such reforms.

III.  TARGET GROUPS AND BENEFICIARIES

Policy makers, local governments and key stakeholders from the private sector can particularly benefit from this

process when moulding development plans and strategies. Moreover, such assessments may also be of interest to

the Central Government as they create a benchmarking method that aids the comparison of competitiveness across

county, provincial and national lines.

IV.  INDICATORS
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COST OF DOING BUSINESS (6 Indicators)

DYNAMISM OF LOCAL ECONOMY (10 Indicators)
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In general, profitability of doing business in this city is very high

Informal fees (bribes) in the city are non-existent

Cost of power for industrial use

Average rent of commercial space

Average installation cost of new telephone lines

Local minimum wage

In the next six months, the revenues in the city are likely increase considerably

In general, the city’s regulatory environment (such as licensing procedures and fees, taxes, and

other regulatory requirements) is conducive to business

Tourism as an industry is a very vibrant sector

In my city, access to financing for private businesses is readily available

Average household income

Local inflation rate

Percentage of top 200 companies in city
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LINKAGES AND ACCESSIBILITY (6 Indicators)

HUMAN RESOURCE AND TRAINING (15 Indicators)

INFRASTRUCTURE (12 Indicators)

Raw materials and other production inputs are located near the city

The transportation system for moving raw materials from domestic sources to the city and finished

goods to other domestic markets works very well

International entry and exit points such as airports, seaports, and other trans-shipment points are

located near the city

In my city, the availability of support services, such as advice on product or process development,

marketing, and business strategy making, is readily available

The benefits of collaborating with other firms in my industry are very positive

The level of services provided by national agencies is very good

Skilled labour needed by my company is available in the city

Workers from the local pool are eager to developing skills

Curricula and academic programmes in local colleges, universities and other tertiary-level training

institutions equip graduates with basic skills needed by local industries

IT training programmes available in the city equip students with needed IT skills

Investing in training and skills development is very important

In my city, training programmes jointly organized by schools and industry partners are highly present

My business allows on-the-job trainees from schools

Good performance by workers is expected

Effective management of my firm’s human resource is the least of my worries

In my city, relations between management and labour are generally constructive

The link between the job satisfaction of my workers and productivity very strong

Worker suggestions about ways to improve business operations are encouraged

In my city, poor labour practices such as discrimination and harassment are discouraged

Number of tertiary educational institutions

Number of Vocational Institutions

The city’s roads/road network and traffic management are well managed

During peak hours, roads are always clear

Electric power in the city is reliable

The water supply in my city is abundant
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Market size

Consumer Price Index
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Number of banks

Road Density

Vehicle density

Number of ISP providers in the city

46

47

48

49

qn

qn

qn

qn

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

ql

ql

qI

qI

qI

qI

ql

ql

qI

qI

qI

qn

ql

ql

ql

ql

ql

qn

qn

qn

qn

Securing a business permit is simple and efficient

The city government is honest and transparent in its dealings

The city’s administration of justice is fair

Policies and regulation in the city are reflective of business needs

The local government holds regular forums to elicit opinions of its constituents

The city government’s Clean and Green Programme has been very effective

Business taxes imposed by the city are reasonable

The city’s master development plan is appropriate to business sectors’ needs

Land-use regulations, such as zoning, are reasonable and flexible

Local government units are involved in developing human resources dynamically

Local government programmes to assist displaced workers are effective

% of IRA to total LGU revenue

The city, especially its roads and public open spaces, is always clean

Open bodies of water in the city are clean

Air quality in the city is clean

The city’s rest and recreational facilities (cinemas, bookstores, malls, etc.) are adequate

The security environment is conducive for business

Incidence of theft per 100,000 Population

Incidence of murder per 100,000 Population

Life expectancy at birth

Hospital beds per 100,000 population

RESPONSIVENESS OF LGU (12 Indicators)

QUALITY OF LIFE (9 Indicators)

Connecting to telephone lines from other service providers is easy

Cellular phone signals in the city are always adequate

Internet Service Providers (ISPs) are reliable

The city’s waste management programme works very well
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V.  INTERVENTION DESIGN

The AIM Policy Centre conducts the bi-annual survey in metropolitan cities, mid-sized cities and small cities. The

statistical data are acquired from official publications of national and local government units, and the survey-based

data are obtained from executive surveys administered to owners and managers of SMEs whose businesses are

located in the city.

VI.  STAGE OF DEVELOPMENT

The German Agency for Technical Cooperation (GTZ) Small Medium Enterprise Development for Sustainable Em-

ployment Programme (SMEDSEP) is currently using the survey in the design of local business environment reform

programmes in the Philippines. Although it was designed for the Filipino context, the concept can be adapted to

conditions in other countries.
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11. Public-Private Partnerships (PPP) and the
Informal Economy

I.  WHAT IS THE INFORMAL ECONOMY

The forces of globalisation are exposing non-competitive local economies and thereby limiting their ability to create

decent work opportunities. In place of decent work, the informal economy is absorbing large and ever-increasing

numbers of workers. In China, a recent MOLSS study estimated that 75% of new employment opportunities were in

the informal economy. Many of these women and men working outside formal employment are virtually excluded -

they are not part of any legal or social security system, do not belong to any representative structure and are not

eligible for any financial and other support services.

The ILO's comparative advantage in upgrading the informal economy is based around three approaches: represen-

tation and voice uses the ILO's tripartite structure to build on rights and employers' and workers' institutions; and a

number of ILO tools have been developed to enhance and improve productivity and markets and to address vulner-

abilities rooted in income insecurity. In each of these themes, there is a need to take on the gender dimension in the

context of poverty reduction.

More specifically, the ILO has produced a guide aimed at improving and upgrading the local economy, and particularly

the informal economy, in Asian municipalities. The guide proposes an operational strategy to establish and realize

effective partnerships between local governments and local organizations in order to implement an employment-

focused development agenda.

II.  OBJECTIVES

The ILO's overall objective in this area is to help upgrade the informal economy and thus contribute to the promotion

of decent work at the local level. More specifically, this guide intends to:

n Broaden recognition among local actors that most informal sector activities in local economies are of value to

the city and should be promoted, facilitated and upgraded;

n Help local actors in their identification and analysis of the informal economy;

n Develop local initiatives and programmes that augment the capacity and performance of informal sector activities in order

to create new job opportunities, with the ultimate aim of building a more productive and integrated local economy.

These initiatives include public-private partnerships (PPPs) - a method promoted by the ILO to enable the contracting

out of infrastructure development and public services to local enterprises in order to support job creation in urban

areas.

III.  TARGET GROUPS

The guide is the basis for training senior municipal officers of departments concerned with economic development

and with various aspects of regulation; of private sector actors, such as business associations; and of relevant local

civil society actors such as community organisations and training institutions.

IV.  PROGRAMME COMPONENTS

The four programme modules should be taught over four working days. The modules, exercises and field visits may

be used in different configurations where appropriate.
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Module 1: Understanding the Informal Sector - This session aims to bring the informal sector into greater focus by (a)

analysing its development history, concept, characteristics, size and composition, and its advantages and

disadvantages; and (b) analysing the legal framework and law adjustment on the informal sector. Participants will

develop a good idea of both how to identify the local informal sector and how to determine its structure, dimensions

and job creation potential.

Module 2: Developing the Potential of the Informal Economy - Participants will study the role and potential of the

informal economy and are therefore encouraged to draft ideas for future projects to develop the capacity of the

informal sector in the local economy.

Module 3: Partnerships for Promoting Decent Work in the Informal Economy - A field trip is incorporated to demon-

strate the potential of partnerships between local actors and the informal economy. Participants identify key actors

and their roles, develop partnership strategies and study best practices from the experiences of other countries.

Module 4: Building Public-Private Partnerships - The training and experiences of the past three days will be put into an

action planning exercise for the participants' own projects. Working in groups, they formulate and present detailed

plans to develop a project through a relationship with the informal sector.

V.  INTERVENTION DESIGN

Since the course aims at equip the local actors who have many years of experience working with the informal sector,

the methodology combines theory and practical exercises, including plenary and small-group discussions on the

issues raised in the lectures, studying cases and field trips to illustrate the lectures and information.

VI.  STAGE OF DEVELOPMENT

This guide was first developed to support the informal economies around Asia and has since been tailored to

conditions in Vietnam and Cambodia. The ILO has also carried out several projects around the world that promote

better services and better jobs through the development of PPPs.
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12. Assessing and Upgrading the Business

Environment (BE)

I.  WHY REFORM THE BUSINESS ENVIRONMENT?

Policies, regulations and institutions that provide an enabling environment for small enterprises can make a sub-

stantial contribution towards employment creation and poverty reduction. Most governments have made special

efforts to support the development of small enterprises; yet, millions of people continue to work in small enterprises

in the informal economy, where they are paid low incomes, have little or no social protection, are exposed to danger-

ous working conditions, and lack representation. Though the policy and regulatory environment is intended to help

the development of small enterprises and improve the quality of the jobs provided by them, in practice the business

environment is often biased against the owners and workers in small enterprises and constrains growth.

A starting point for policy reform is knowing how the current policy and regulatory framework affects small enterprises.

By mapping and assessing the effects of existing laws and regulations on small enterprises, advocates of reform will

have a credible information base, thus taking a significant step towards improving the business environment, and

helping to determine priorities for reform.

II.  OBJECTIVES

The ILO's current priorities in this area are:

n Exploring emerging good practice with regard to balancing the need to reduce entrepreneurs' regulatory burden

with the need to ensure adequate protection of those who work in micro and small enterprises (MSEs);

n Bridging the representational gap, i.e. strengthening representative associations of entrepreneurs and workers

to participate in policy reform;

n Focusing on local level implementation.

III.  TARGET GROUPS AND BENEFICIARIES

The ILO has developed guides, training programmes and other publications to assist policy-makers, researchers,

evaluators, programme managers, employers' and workers' representatives and others who may wish to determine

the effect that external influences have on employment in small enterprises. While the tools may require some

familiarity with research and assessment procedures, they adopt a simple and practical approach to assessment

that can be applied by people with a range of skills and experiences. The ILO's tools in this area will promote decent

work at the local level within existing and potential small businesses.

IV.  PROGRAMME COMPONENTS

Through a number of action programmes, SEED (Small Enterprise Development) works with local and national

stakeholders to enable them to assess the policy environment and to strengthen capacities to design, implement

and evaluate policy reform. Some of SEED's practical tools in these processes include:

Tools and Guidelines

Assessing the Influence of the Business Environment on Small Enterprise Employment: An Assessment Guide - This

manual provides a guide for assessing the impact of the policy environment on employment in MSEs. It provides a

step-by-step approach to the process of (a) describing and analysing the policies, laws and regulations that affect the

establishment and operations of MSEs; and (b) gathering and analysing data on employment in these enterprises.



72

Appendix 3
A Review of
Selected LED Tools

3
Business Climate Survey - The first step of this participatory exercise is to explore government officials' and small-

scale entrepreneurs' perception of the business environment. After identifying the constraints for small enterprise

growth, reforms and actions to make local business climates more enabling for SMEs are discussed in a policy

dialogue event in the county or province.

Training Programmes

Creating an Enabling Environment for Small Enterprise Development - This is a two-week training programme

delivered by the ILO's International Training Centre and SEED that aims at improving policymakers' skills to analyse,

design and implement policies and strategies for the development of SMEs in consultation with relevant stakeholders.

 MSE Development: Tools and Methods for Formulating Policies and Strategies - The purpose of this training programme

is to raise stakeholders' awareness about the importance of the policy and legal environment for MSEs.

Providing a Conducive Local Climate for MSEs - This is a training programme intended to create awareness and

skills among local authority staff about the advantages - in terms of economic growth, social gains, job creation and

poverty alleviation - of supporting an enabling environment for the private MSE sector.

V.  STAGE OF DEVELOPMENT

The assessment guide and survey has grown out of the research undertaken by the ILO's SEED programme around

the world, including Chile, Guinea, Pakistan, Peru, South Africa, Tanzania and Viet Nam. Research conducted by

SEED produced country reports that in several cases triggered policy reform as well as new ILO policy training

programmes and policy guidelines. The Enabling Environment training course has been delivered and fine-tuned by

the ILO's International Training Centre in Turin and field tested with policy makers in the Caribbean region.
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I. Introductory Notes on the Indicators

1. These indicators can be used to conduct a territorial diagnosis as suggested in section 2.2 of the LED Manual. Of the

complete list of 117 indicators, this appendix lists an abridged version consisting of 31 social and economic indicators in

four sets. They should also be measured following the LED interventions, to assess to impact of the LED strategy.

2. In designing these indicators, reference was made to the World Development Indicators and the Investment

Environment Indicators applied by the World Bank in the World Development Report, the Human Development

Index used by the UNDP in the Human Development Report, the indicators used by China's National Statistics

Bureau in the China Statistics Yearbook, marketisation indicators developed by the China Reform Foundation

of the National Economic Development Research Centre, and other economic development, social develop-

ment and environmental protection indicators.

3. In identifying indicators, priority is given to the availability and accessibility of indicators. Therefore, the majority are

either standard statistical indicators applied by the National Statistics Bureau, or can be calculated using available

statistical indicators. Some indicators, such as the number of laid-off workers and internal laid-off workers, number

of villages not accessible by roads, may be acquired through the relevant departments of local government.

4. Regarding the availability and applicability of these indicators: all have uniform statistical requirements or

calculation criteria. Therefore, they are authoritative and have broad comparability, and they can be used to

measure the social and economic development level for every administrative region like municipality and

county. The majority of the indicators are applicable to the whole administrative region and only a few of the

indicators are applicable to the urban and rural population respectively. However, considering that generally

each municipality or county covers both the urban areas and the rural areas, so the indicators applicable to

urban and rural population respectively are also necessary.

5. When there are a few available indicators of the same type, priority is given to more representative or compre-

hensive indicators, with indicators of less importance left out so as to keep the indicators simple.

6. The indicators are grouped into 4 sets, each of which is divided into 2 sub-sets: (1) level indicators representing

the current development level of a territory in a certain aspect; (2) change indicators measuring the progress

made by the territory in a certain aspect. Each indicator can be compared with the national or provincial average

level in order to reflect the comparative development level of the territory.

7. When comparing level indicators with the reference, the following formula can be employed to show the com-

parative development level of a territory:

(X/X-X1)*100%

8. X represents the territory's indicator, while X1 the national (provincial, similar city or county) average level. The

positive or negative result represents a level higher or lower than the average. The percentage represents the

degree of difference from the average.

9. The change indicator can be calculated using the following formula:

X-X1

10. This set of indicators is designed to assess the local economic and social development situation. However, it

may need adjustments or additional territory-specific indicators depending on the local context.

11. After testing, this set of indicators should be improved based on the findings.
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12. There are a number of methods to collect the necessary data:

n Secondary sources;

n Questionnaire surveys;

n Interviews and focus groups.

Some of the data, such as economic growth, demographic situation, and employment, can be obtained

through the local Statistics Bureau. Other information, such as the local regulatory framework, has to be

collected from the relevant government agencies. Information is not readily available on the business-en-

abling environment and the government's response to business needs, but it can be obtained through ques-

tionnaire surveys, interviews or focus groups (see the Competitiveness Ranking Survey in Appendix 3).

13. There are a number of factors to consider when collecting data:

n  How is the information is to be collected;

n The availability, quality, and ease of access to data;

n How up-to-date is the data;

n The validity of the available data to the territorial diagnosis;

n Data collection methods;

n Costs and time of data collection.

II. Explanatory Notes on the Abridged Indicators

Set 1. Level of Economic Development

Five basic indicators are included in this part: GDP per capita, urbanisation rate, disposable income of the urban population per

capita, net income of the rural population per capita, and percentage of employment in non-agricultural sectors. To demonstrate

the development level of the territory, the data on these 5 indicators can be compared with the national or provincial average, as

well as with those of similar areas. The growth rates of these 5 indicators are used to show the economic development speed.

It should be noted that the more commonly used GDP growth rate is selected instead of GDP growth per capita. The first 4

indicators can be obtained from local Statistics Bureau. The percentage of employment in non-agricultural sectors refers to the

percentage of non-agricultural (secondary and tertiary industry) workers in the territory's economically active population.

When comparing the local GDP growth rate with the national GDP growth rate, it should be noted that as the national

average GDP growth rate is a weighted one, the local growth rate is often higher than the national average, therefore

not reflecting the real growth speed of the territory. It is suggested that the weighted average of GDP growth rates of

all provinces should used rather than the national GDP growth rate.

Set 2. Population, Employment and Wages

This set of indicators shows the population and employment situation in the territory. In terms of natural population growth

rate, infant death rate, urban registered unemployment rate, lay-off and internal lay-off rate, the lower the indicators, the

higher the local development level. On the contrary, a lower life expectancy and average education level indicate lower

development. The wage level, to some extent, also helps to reveal the territory's level of economic development.

The urban lay-off, internal lay-off and unemployment rates are additional indicators reflecting the unemployment

situation in the territory. It is calculated using the following formula:

Number of urban registered unemployed + Number of jobless laid-off workers +

Number of internal laid-off workers

Number of urban employed + Number of Urban unemployed
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A more detailed definition can be found in the China Statistics Yearbook. However, that definition does not include

rural migrant workers, re-employed retired people and foreign employees in the denominator.

The average educational level is a comprehensive indicator, calculated using the following formula:

Population density and dependency ratio are indicators hardly affected by current policies. Population density refers

to the number of people per square meter. Dependency ratio is calculated by dividing population of non-working age

by the population at working age. A higher population density represents smaller living space and a higher depen-

dency ratio shows greater population pressure.

Set 3. Social Development and Social Security
This set of indicators sheds light on the basic condition of social development and social security. Urban population

income to rural population income ratio, percentage of rural population living below the poverty line, and percentage

of urban population living below the minimum living standard represent the income gap between urban and rural

population; the higher the indicator, the wider the income gap. When comparing the last two indicators, the local

standards for these two indicators should be used.

Engle's co-efficiency is a supplementary indicator reflecting income level.

The enrolment rate and completion rate at schools represent the development level of education. Completion rate is

an approximate indicator calculated in a set formula.

For instance,

The number of doctors per 1000 persons and number of beds in health institutions per 1000 persons reflect the

health care situation.

The minimum wage serves as a reference.

Set 4. Infrastructure and Geographical Location

This set of indicators shows the condition of infrastructure. The standardised highway/railway-population ratio is

calculated by converting the length of highways of levels 1, 2, 3 and 4 as well as converting the length of railways (on

the basis of their transportation density), and then dividing the result by local population. This makes all kinds of roads

and railways comparable.

Completion rate for

primary school

Number of graduates for

the year

Number of enrolled

students six years lagged

X100%=

Average Educational

Level

Percentage of illiterate population X 0 + percentage of population with

primary school education X 4.8 + percentage of population with junior

secondary school education X 2.4 + percentage of population with

senior secondary school education X 2.4 + percentage of population

with college education and above X 3.6

=
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III. The Abridged List of Indicators

       Basic Data
1. Level of Economic
Development and
Economic Benefits

Speed of Economic Devel-
opment   Reference

GDP per capita

Urbanisation rate(%)

Employment rate in non-
farming sector (%)

Disposable income of
urban residents (yuan)

Net income of rural
 residents (yuan)

Ratio of profits to as-
sets in industry (%)

Fiscal revenue per
capita (yuan)

Average GDP growth rate of
t he  p rev i ous  3  yea rs
(reference indicators)

C h a n g e  r a t e  i n  t h e
urbanisation rate over the pre-
vious 3 years

Change rate of the
employment rate in
non-farming sector over the
last 3 years (%)

Growth rate of disposable in-
come of urban residents over
the last 3 years

Growth rate of net income of
rural residents over the last 3
years

Change rate over past 3
years

Change rate over past 3
years

GDP per capita and GDP
growth rate in  o ther
provinces, other areas of
the same province

National and provincial
urbanisation rate

Figures in other provinces
and other areas of the
same province

Figures in other provinces
and other areas of the
same province

Figures in other provinces
and other areas of the
same province

Figures in other provinces
and other areas of the
same province

Figures in other provinces
and other areas of the
same province

GDP of the territory, permanent
residents of the territory, GDP
growth rate

Urban population/Total population
of the territory

Number of workers in the sec-
ondary and tertiary industries/
Number of employed workers in
the territory

Disposable income of  urban resi-
dents

Net income of rural residents
(yuan)

Total  assets of industr ial
enterprises, volume of profits by
 industrial enterprises

The fiscal revenue at the terri-
tory level, and its number of per-
manent residents

        Basic Data2. Population, Labour
and Wages

C h a n g e s  i n
Population, Labour
and Employment

       Reference

Average life expect-
ancy (years)

Average education level

Urban registered
unemployment rate (%)

Proportion of urban laid-
off workers among the
urban employed

Labour participation rate

Proportion of employ-
ment among the total
population

Number of Labour
Disputes

Number of Workplace
Accidents and Injuries

Number of Employment
Grievances

Change over the last 3
years

Change over the last 3
years

Change rate over the
past 3 years

Change rate over the
past 3 years

Change rate over the
past 3 years

Change rate over the
past 3 years

Change rate over the
past 3 years

Change rate over the
past 3 years

Change rate over the
past 3 years

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Average life expectancy (years)

Proportion of graduates of
primary, junior and senior high
schools, and colleges (%)

Urban registered
unemployment rate (%)

Number of urban laid-off work-
ers divided by the total number of
workers

Employed population /Population
over 16 years old

Employed Population /Total Popu-
lation

Number of Labour Disputes

Number of Workplace
Accidents and Injuries

Number of Employment Griev-
ances
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         Basic Data3. Social Development
and Social Security

Change in Social
Development         Reference

Income gap between ur-
ban and rural residents

Enrolment ratio for junior
middle schools (%)

Enrolment ratio for senior
middle schools (%)

Enrolment ratio for col-
leges and universities (%)

Number of doctors per
1000 residents

Coverage rate of urban
unemployment insur-
ance schemes (%)

Coverage rate of urban
basic pension insurance
scheme (%)

Coverage rate of urban
medica l  insurance
scheme (%)

Change over the
past 3 years

Change rate over
the past 3 years (%)

Change rate over
the past 3 years (%)

Change rate over
the past 3 years (%)

Change over the
past 3 years

Change rate over
the past 3 years (%)

Change rate over
the past 3 years (%)

Change rate over
the past 3 years (%)

Figures in other provinces and
other areas of the same province

Figures in other provinces and other
areas within the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Disposable income of urban resi-
dents/Net income of rural residents

Enrolment ratio for junior middle
schools (%)

Enrolment ratio for senior middle
schools (%)

Enrolment ratio for colleges and uni-
versities (%)

Number of doctors, number of per-
manent residents

Number of urban workers covered
by the unemployment insurance
scheme/Number of urban workers

Number of urban workers covered
by basic pension insurance/Number
of urban workers

Number of urban workers covered
by the medical insurance scheme/
Number of urban workers

4. Infrastructure and
Geographical Loca-
tion

        Basic DataChanges        Reference

Number of rai lway
stops

Density of roads (km/
1000km2) (reference)

Population coefficient of
roads and railways
(km/1000 persons)
(reference)

Coverage of rural roads
(%)

Number of fixed line
telephones (%)

Number of cell phones
(%)

The distance from the
capital city or a city with
a population of at least
one million (km)

Change over the past
3 years

Change over the past
3 years

Change over the past
3 years

Change rate over past
3 years

Change rate over past
3 years

Change rate over past
3 years

Change over past 3
years

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Figures in other provinces and
other areas of the same province

Number of railway stops in the
territory

Length of railways and roads in
the territory/Territory area

Length of railways and roads in
the territory/Population in the ter-
ritory

Number of villages, number of vil-
lages not accessible by roads

Number of residential telephone
subscribers/ Number of perma-
nent residents

Number of cellular subscribers/
Number of permanent residents

The distance from the capital city
or a city with a population of at
least one million (km)
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The following case study of County C will examine the territory's local economic and social strategic planning process,

before summarising the implementation process and its impacts.  However, it should be emphasised that the

following is not yet an example of best practice. Nevertheless, as a discussion case, it can be used to paint a clearer

picture of how planning is conducted at the local level and determine - in light of the manual - how the process can be

adapted in line with the LED approach.

The Organisational Structure of County C

Introduction

1. Territorial Diagnosis of County C

1.1 Need for Diagnosis

1.2 Diagnosis Methods

1.3 Evaluating the Departments Responsible for Economic Development

1.4 Diagnosis Results

2. Sensitising and Consensus Building

2.1 Consultation with Various County Bodies

2.2 Consultation with Higher Levels of Government

2.3 Consultation with the Public

2.4 Consultation with the Private Sector

3. Formulating Strategic Planning for Economic and Social Development

3.1 Preliminary Work on Formulating Planning

3.2 Concrete Planning

3.3 Joint Planning

3.4. Planning Verification

3.5 Justification of Planning

3.6 Planning Approval and Announcement

4. Strategic Planning for Socio-Economic Development in the Tenth Five-Year Period

4.1 Strategic Emphasis on Economic Development

County Party
Committee

County People`s
Congress

County
Government

County Political
Consultative
Conference

Office of the
County

Govemment

Development
and Reform
Commission

Bureau of
Finance

Labour Bureau
Other Bureaus

and
Commissions
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4.2 Concrete Targets

5. Monitoring and Evaluation on Implementation of Strategic Planning

5.1 Concrete Practice

5.2 Evaluation of Socio-Economic Development during the Tenth Five-Year Period

6. Problems of Current Planning

6.1 Strengthening the Spatial Characteristic of Planning

6.2 Increasing the Influence of Comprehensive Planning in Special Planning

6.3 Stricter Procedures for Planning Formulation

6.4 Facilitating Planning Implementation

6.5 Conducting Systematic Evaluations

7. Overview of the Formulation of the Eleventh Five-Year Plan in County C

7.1 Adherence to Effective Planning Formulation Methods and Experiences

7.2 Consistency with Fundamental State Policies

7.3 Identification of Specific Development Targets

7.4 Strengthened Joint Planning and Coordination

7.5 Improving the Planning Implementation Mechanism

Introduction

In terms of economic development, County C is a fairly typical county in northeastern China. Located in the northeast-

ern part of Province A, it borders Hebei province, Shandong province and Henan province and covers a total area of

878 square kilometres; 859,200 mu of which is arable land. At the end of 2004, the county's population had reached

676,000, a large population on relatively little land. The level of urbanisation is very low; 70,500 people (just over 10%

of the population) are based in urban areas compared with the 606,200 in rural areas. The county's industry is

currently in the initial growth stage: the primary and secondary industries employ 38.5% and 40.9% of the working

population respectively; and the somewhat sluggish tertiary industry accounts for 20.6%. In terms of average incomes,

the rural net income per capita is £¤2,472 and the urban disposable income per capita is £¤5,143. Having met their

basic needs of food and clothing, the whole county is now on a path towards a balanced and sustainable future.

1. Territorial Diagnosis of County C

Accurately identifying the competitive advantage of a territory will determine its future development strategy. In defining

the overall direction of County C, a number of factors were taken into account, particularly the relevant theory for inland

resource-processing cities, domestic and foreign development paths, the development strategies of other areas with

similar conditions, and other counties both in the province and in the neighbouring provinces of Hebei, Shandong and

Henan. County C's strengths, weaknesses, opportunities and threats were analysed, to provide more substantiated

evidence. Thus, County C's future direction was determined, allowing for the proposal of a number of relevant policies

and strategies for socio-economic development.

1.1 Need for Diagnosis

When conducting economic development planning, County C incorporates the knowledge and experience of local officials

and residents as well as the recommendations of external experts. Advice is actively sought from the relevant departments
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at all levels of government, from leading universities and research agencies, and from the private sector.

In terms of instituting local economic development, County C has some experience to build on. In 1998, when preparing

the Planning Outlines of Economic and Social Development for the Tenth Five-year Period, experts were invited from the

Macro-Economic Academy of the State Development Planning Commission to consult and assist on two processes -

the research of significant local socio-economic development issues and the formulation of planning outlines. In order

to further improve the eleventh five-year plan, County C organised a study by a research team consisting of experts from

the Macro-Economic Academy, the State Information Centre, the Research Institute of Geography and Resources of the

Chinese Academy of Science, Tsinghua University, Beijing University of Aeronautics and Astronautics, and the Research

Office of the Beijing Municipal Government. This research team carried out an analysis of County C's economic and

social situation and assisted in the groundwork for the new five-year development strategy.

1.2 Diagnosis Methods

The methods used to conduct a diagnosis and the outcomes of a diagnosis vary according to one's perspective.

(1) A Government Diagnosis
The county-level government is in charge of socio-economic development, not only from an administrative point of

view, but also taking the responsibility for ensuring economic growth, social development and the welfare of the

people. The government's position on the local economic and social development situation first originates from

information they acquire at work and also from instructions from the higher levels of government. In addition, county

governments can gather important and specific data from surveys and studies. Thirdly, horizontal comparison and

communication with neighbouring counties can prove a valuable source of information.

(2) An Enterprise Diagnosis
Local enterprises have a very good understanding of the development of local industry and their upstream and

downstream industries. Furthermore, they often have an in-depth knowledge of the provincial market, the national

market and even the international market. For example, Enterprise D put forward systematic suggestions on various

issues such as: flour processing technology and product development, the integration of local brands, the establish-

ment of an industry association, and eliminating competition in low quality goods. Enterprise E's quality products are

currently mainly export-oriented, so they clearly understand national and international market dynamics and other

matters linked to industrial development. The private sector can grasp the economic outlook very accurately.

(3) A Resident Diagnosis
Local residents' concern for their locality is stronger than ever, as is their understanding and perception of their own

living and working conditions. The progression of democracy has ensured that their voices are heard, either through

elections, or through communication with their village committee or congress representative.

(4) An External Diagnosis

Experts invited from distinguished Chinese universities and research institutes have adopted a variety of means to

conduct in-depth analyses of local socio-economic conditions.

n Referral to existing literature: Before carrying out a field investigation, experts read through a great deal of documen-

tation to attain a fairly good understanding of the relevant State policies and strategies; geographic and cultural

conditions; socio-economic conditions and development strategies in neighbouring Hebei, Shandong and Henan

provinces; conditions and strategies in cities and counties in the vicinity of County C; and related information from

other provinces, cities and counties whose development situation is similar to that of County C.

n Fieldwork: Before arriving, the expert group formulated a detailed survey, specified the investigation method and
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content, and had regular communication with County C. The experts had also divided the investigation according

to their own specialties, so that each was responsible for their own area of study and communicated with the most

appropriate local officials and residents. During the survey process, experts gathered information and shared their

findings on related issues. After the study, the experts prepared materials and a special investigation report.

n Interviews with related departments: Upon arriving in County C, the experts first conducted informal discussions

with government departments, thereby realising a more comprehensive understanding of the economic and

social development situation in County C, and the existing problems it faces in that regard.

n Questionnaires: Experts designed detailed questionnaires related to the income structure of urban and rural

residents and distributed them to various families through the random selection of students in primary and

middle schools.

n Model analysis: Experts adopted factor analysis tools to evaluate County C's level of economic and social

development. Based on the availability, frequency, and reliability of data, experts constructed a model from

selected indicators such as human resources, economic development, infrastructure and investment. They

then used SPSS 10.0 statistical analysis software to evaluate and rate the overall strengths of County C on

different spatial levels.

1.3 Departments Responsible for Local Economic Development

The government of County C has a total of 25 bureaus, commissions and offices that all participate in the administra-

tion of socio-economic development according to their own responsibilities. (Table 1 below lists these bodies and

their main duties). The directors of those departments are also members of the county government, and report to the

county mayor.

Table 1. Principal Duties of the Government Departments in County C

Department

People’s Government Office

Commission for Development and
Reform

Bureau of Finance

Bureau of Business Affairs

Bureau of Culture and Tourism

Bureau for Serving Enterprises

Bureau for Administrative
Supervision on Production Safety

Offices for Price Management

Bureau of Education

Principal Duties

Assists county government leaders in the organisation, coordination and instruction of
the work of various government departments

Researches and formulates economic and social development planning, and imple-
ments the strategy; monitors and forecasts economic dynamics; and takes charge of
various tasks including the construction of development zones, investment in fixed
assets, upgrading industry structure and optimisation of the spatial arrangement

Formulates finance and tax planning; works out and implements annual budget drafts
and the final accounting of revenue and expenditure

Works on commodity circulation, market operation and external economic and techno-
logical cooperation

Formulates planning and implements policies on cultural development and the tourism
industry

Formulates local regulations and policies for enterprise development, monitors and
analyses industrial economy dynamics, and takes charge of service work for promot-
ing the development of enterprises

Systematically manages work on production safety

Monitors overall prices; analyses and forecasts trends; and puts forward goals and
policy measures for adjusting and controlling price levels

Works on education development and reform; participates in formulating methods and
measures for appropriate education funds, basic construction investment and collect-
ing education outlay
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County Commission for
Construction

Bureau of Communication

Bureau of Environmental
Protection

Bureau of Agriculture

Bureau of Water Resource

Bureau of Forestry

Bureau of Health

Bureau of Audit

County Commission for Family
Planning

Bureau of Statistics

Responsible for urban and rural planning, project building, and supervision for the

construction industry, the residential and real estate industry, and the survey and

design consulting industry

Supervision of the communication and transport industries, road industry, automobile

repair market, driving schools; and directs coordination work on the urban-rural move-

ment of people and commodities

Responsible for environmental protection, evaluating the environment, natural protec-

tion zones, ecological exemplary zones, etc.

Responsible for the agricultural and rural economy and the coordination of related

affairs; organises the implementation of poverty-relief and integrated agricultural

development; and builds the agricultural marketable grain and cotton base

Manages water resources, organises the formulation and implementation of water

resource development planning, supply and demand planning, and a water quantity

distribution scheme; and takes charge of water conservation and the construction of

medium- and large-scale water conservation infrastructure

Responsible for the ecological environment, building of forestry, forestry resource

protection, urban and rural forestation, etc.

Responsible for the development of health, health resource allocation, reform of medi-

cal institutions, etc.

Formulates audit policies and supervision, performs an economic responsibility audit

on specific officials during their term of office, and executes audit and supervision on

key construction projects

Responsible for population control, publicity and education on family planning, statistics,

external cooperation, and supervises inspection on the collection and use of family

planning fees and social care fees

Collects statistics and measures the state of the economy; supplies statistical informa-

tion and consultation to the County Party Committee, county government and other

departments

Bureau of Science and

Technology

Bureau of Police

Bureau of Civil Affairs

Judicial Bureau

Bureau of Labour and Social
Security

Bureau of Land and Resources

Researches and advances planning and measures for technology development;
enhances strategy implementation; and invigorates the county through science and
education

Responsible for public security and social order

Responsible for the registration and management of civil society organisations; disaster
management and relief, and social relief; minimum living standard safeguard for urban
residents, building the organs of political power at the grassroots level, etc.

Responsible for judicial and administrative work; directs and supervises lawyers, coun-
sellors-at-law, judicial aids and notaries, and judicial appraisal agencies as well as their
business activities

Promotes urban and rural employment, labour market development, employment training,
workers wages, social security, etc.

Responsible for land use, mineral resources, underground water exploitation and
management, etc.
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Other bodies:

n The People's Congress supervises the behaviour of the government and is the highest institutional power at the

county level.

n The County Political Consultative Conference is a multi-party consultative organisation under the leadership of

the Communist Party that participates in politics and discusses political affairs from the viewpoint of various

groups in society.

n The County Party Committee is the leadership organisation and the local branch of the Chinese Communist

Party. The body is responsible for carrying out fundamental policies.

The reform of government departments is at the heart of economic restructuring in China. In general, the role of most

of County C's government departments is directly related to economic development. Those departments' functions

are usually relatively sound, so the focus is laid on implementation. In particular, we should pay attention to the

following aspects:

Firstly, each department needs to weaken direct intervention into the activities of enterprises and further strengthen

the service function. For example, the mission of the Bureau of Serving Enterprises is threefold, to "develop proposals

for the annual budget of a special fund for enterprise development and take responsibility for its supervision and

management; take charge of county-wide enterprises technology transformation, organising the establishment,

announcement and implementation of mid- and long-term planning, and an annual plan for technology transforma-

tion investment and technology introduction and absorption; and put forward a structural adjustment proposal for key

industries and key products, and direct enterprises on how to effectively handle the adjustment of the industry and

product". These objectives could be adjusted to reduce intervention in enterprises and as the main market actors,

sufficiently guarantee the right of decision-making to enterprises.

Secondly, some department's functions have internal links, and these should be exploited to strengthen communica-

tion and coordination, and to avoid policy conflicts and resultant resource wastage. For example, when discussing

sustainable development, it is necessary to consider the roles of the Commission for Development and Reform, the

Bureau of Environmental Protection, and the Forestry Bureau. Planning together will avoid repetition and maximise

the efficiency of a local government strategy, policy or project.

Thirdly, there are also functions of local bureaus that conflict with each other. Although the arrangement tends to

balance the power between the offices, it can sometimes result in blurred responsibilities and buck-passing.

1.4 Diagnosis Results

2005 is the last year of County C's tenth five-year plan. County C's economic and social development strategies were

developed through constructive discussions between the County Party Committee, government bodies, experts,

local enterprises, villagers and other groups. This wide consultation lead to a consensus on issues related to

agricultural planting, industrial development, the capacity of supporting resources, the construction of infrastructure

and public services, etc.

In terms of actual results, the situation is relatively good and the county has achieved some socio-economic progress.

The "three colour" industry (red capsicum, white mushroom and green fruit) was formed and the size of the special

agricultural product base is continuously expanding. However, the overall economic foundation remains rather weak

and the limited fiscal resources have not changed significantly. County C is currently in a transitional stage from a

factor-driven to investment-driven model of development. This stage is characterised by a shift from resource endow-

ment to a model led by investment and institutional innovation as a result of deepened reform and opening up
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2. Sensitising and Consensus Building

Before determining the five-year socio-economic development strategy, the county government usually circulates a

series of documents to sensitise and mobilise the planning establishment. In these documents, the significance,

goals, methods and specific requirements of formulating comprehensive strategies and special planning are ex-

plained in detail. In preparation for the eleventh five-year plan, the county government has distributed a set of docu-

ments including the County People's Government Office's Notice on County C's Special Planning for the Eleventh

Five-Year Period and Advice on Formulating County Level Special Planning for the Eleventh Five-Year Period.

Besides handing down some documents to publicise the process and invite contributions, County C also places

much emphasis on coordination between various functional departments, input from business associations and

communication with City B, the next highest level of government.

2.1 Consultation with Various County Bodies

In the process of conducting a territorial diagnosis and establishing a development strategy, communication and

consultation in and between the government, the Party Committee, the People's Congress, and Political Consultative

Conference is hugely important. Then, it is usually the standing members of the County Party Committee, represent-

ing different perspectives, who collectively plan the strategy. The standing members of the County Party Committee

are generally the county mayor, the director of the People's Congress, and the chairman of the Political Consultative

Conference.

Government departments can be divided vertically and horizontally. In order to reflect the views of the vertical depart-

ments and generate a coherent policy, communications between various government departments are of special

significance. The department heads are also members of government and regularly relay the latest developments in

their fields of work to their counterparts. In addition, the People's Congress and the Political Consultative Conference

often organise specific research and investigation activities, and communicate the relevant findings to the county

government.

Some entrepreneurs are also representatives of the People's Congress or the Political Consultative Conference.

Through these channels they can share their experiences and concerns about industry developments and the overall

economic situation. When enterprises face difficulties in the development process, they sometimes resort to govern-

ment assistance and communicate directly with the government.

2.2 Consultation with Higher Levels of Government

In terms of the administrative chain of command, City B is the next highest level of government. However, City B and

County C have different points of view on the development direction of County C. City B is a modern city and is

competing for resources with neighbouring cities and counties in its development process. Rather than towing

County C's economy, its priority is the absorption of its resources. In the opinion of City B, County C should undertake

a strategy dependent on agriculture and the supply of raw and processed materials. Though it is sometimes difficult

to achieve consensus, the development strategy of County C needs the agreement and support of City B.

Besides this type of communication, when County C invites State departments and experts to investigate and analyse

its conditions, it also invites the relevant departments of City B to participate and discuss the issues together. In such

cases, communication and understanding could be strengthened and consensus on some issues could be achieved.

2.3 Consultation with the Public

When County C invited experts to conduct a territorial diagnosis, they paid special attention to facilitating various

channels of communication, and then disseminated the findings to the public through newspapers and television. In

the planning process, a variety of platforms such as conferences or roundtables are arranged to collect suggestions
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from the community on significant issues of relevance.

2.4 Consultation with the Private Sector

Although the government plays the key role in promoting the reform of the economic system and shaping a suitable

policy environment for economic development, the formation of an economic development strategy cannot exclude

the participation of the market economy's main actors. In particular, some industry and policy planning necessitates

considerable communication with the private sector in order to formulate reasonable strategic goals, so that the

government can set effective policy measures to lead the development of enterprises, to keep market order through

laws and regulations, and to shape a more attractive environment for enterprise development.

Beyond such forums, County C also interacts with the private sector when visiting enterprises to conduct investiga-

tions and research. Entrepreneurs are also invited to participate in informal discussions with external advisors, so as

to allow the experts to grasp a more complete and concrete representation of the local situation, and at the same time

adequately absorb suggestions from entrepreneurs, allowing them to put forward more appropriate policy suggestions.

3. Formulating Strategic Planning for Economic and Social Development

County C carries out two forms of planning for social and economic development.

n Comprehensive planning is strategic and systematic, and provides the basis for the formulation of special

planning, related policy and annual plans. As approved comprehensive planning is dominant, all other planning

should conform to its conditions. It is prepared by the county government and drafted by the County Commission

for Reform and Development together with other relevant departments.

n Special planning directs the government's actions in a particular socio-economic area - authorising significant

projects in this field and arranging government investment, fiscal expenditure and the budget. Planning directed

at a specific field and formulated by county-level government departments is also special planning.

Both comprehensive planning and special planning should be formulated strictly according to standard procedures.

The concrete steps include: conducting preliminary work for planning formulation, collecting opinions from

stakeholders, planning drafting, joint planning, providing evidence of planning, submitting planning for approval, and

planning approval and announcement.

3.1 Preliminary Work on Formulating Planning

Preliminary work on formulating comprehensive and special planning involves conducting a basic survey, data

collection, research on specific issues, and verification for significant projects incorporated in the planning. The

aforementioned territorial diagnosis belongs to this preliminary phase.

In addition, the government of County C expressly handed down documentation on formulating policy including the

County People's Government Office's Notice on County C's Special Planning for the Eleventh Five-Year Period and

Advice on Formulating County Level Special Planning for the Eleventh Five-Year Period. In these notices, the

significance, goal, method and concrete requirements of formulating special planning are explained in detail. Depart-

ments responsible for formulating planning should establish a work plan before actually formulating special planning.

The plan should specify the following: the need for formulating planning, the work unit responsible for joint planning,

the verification form, the planning timeline and the work unit responsible for planning approval. Once completed, the

work plan should be sent to the Commission for Reform and Development and relevant departments for coordination.

3.2 Concrete Planning

During the tenth five-year period, County C established 11 pieces of special planning on human resource development;
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broadcasting and television; the development of cultural activities; agricultural industrialisation; health activities; town

and village enterprises; communication activities; the postal system; the electrical network; educational activities;

and the basic development strategy, social security and employment.

After an extensive collection of advice and suggestions, County C prepared 36 pieces of special planning in the

following areas: finance, urban and rural construction, population and family planning, agriculture, logistics, urban

and rural road building within the county, the management and maintenance of state highways and provincial

highways within the county, environmental protection, land and resources, labour and social security, forestry,

water resources, human resource development, market promotion and the development of the service industry,

scientific and technological development and application, education activities, culture and tourism activities, health

activities, development of the state-owned industry and the private sector, attracting investment, the grain industry,

the electric power supply, civil affairs activities, sporting activities, development of the stockbreeding industry, the

postal system, statistics, the development of broadcasting and television, mobilisation of the national economy

and facility construction, the development of an industrial zone, the development of the finance industry, business

administration, cultivation and management of tax sources within the county, and awareness raising to popularise

knowledge of the law; and two pieces of planning for state-owned enterprises: for network communication activi-

ties and for mobile communication activities.

County C has now completed the Basic Strategy for Industrial Development, Planning for Agricultural Industrialisation,

Planning On Forestry Development, Development Planning on Urban Infrastructure Construction, Status of the Food

Industry, and Planning for Saving and Systematic Utilisation of Resources during the Tenth Five-Year Period.

3.3 Joint Planning

Various kinds of planning can be conducted jointly and planning that does not consider other relevant departments

cannot be approved or implemented. Joint planning should follow the same principle in which special planning

should conform to comprehensive planning without any contradiction. Special planning is performed by the county

government and relevant departments according to their responsibilities; planning associated with another depart-

ment is performed in coordination with those departments; planning involving multiple departments is performed by

the departments determined by the county government. Those departments in charge of formulating planning should

send planning drafts inviting relevant departments; then, within one workday, those relevant departments should

respond in writing with some suggestions.

When county level government departments are preparing to formulate planning and the State has already formu-

lated special planning, the county level should correspond with the planning at State level. Departments in charge of

formulating planning should send a special planning draft to the Department for Reform and Development at the

same level (to add it to their comprehensive planning) and relevant departments at higher levels of government (to

add it to their special planning).

For special planning related to other fields, departments in charge of formulating planning should send a special

planning draft to relevant departments, so that those departments can incorporate it into their special planning. If no

consensus can be reached between the various departments responsible for special planning, the county govern-

ment or a relevant department designated by the county government will make the final decision.

In the process of formulating the eleventh five-year plan, County C carried out planning formulation in line with the

planning system reform of the whole country, putting more emphasis on joint comprehensive planning between

economic and social development; land use planning and urban construction planning; scientifically designed

spatial arrangement of economic and social development; and the appropriate response to a series of issues
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including food safety, conflict between land utilisation for industry and urban construction and land use for agriculture,

and the contradiction of the "Grain for Green" policy (a forestry policy designed to encourage farmers to protect the

ecological environment by offering them a grain subsidy) and basic farmland protection.

3.4. Planning Verification

Before planning is submitted to the relevant departments for discussion, departments in charge of formulating

planning should get verification by delivering a planning draft to a planning consultative committee or an expert group

organised by the Commission for Development and Reform. The consultative committee or the expert group then put

forward a verification report.

When formulating planning, it is important to only collect views from relevant departments from county, town and

township governments; relevant professionals from the fields of economics, sociology, technology, human resources

or the environment; and organisations and individuals who are directly involved. In cases where planning preparation

directly influences the interests of individuals and organisations, the relevant department should publicise the draft or

hold a conference to collecting suggestions and hear public opinions.

3.5 Justification of Planning

When departments responsible for formulating planning submit planning drafts for authorisation, they should also

provide an explanation justifying the planning, detailing the planning formulation process, the collection of suggestions,

the joint planning and planning verification phases. In addition, the document should outline some of the views that

were not included in the joint planning and verification processes, and the reason why they were overlooked.

3.6 Planning Approval and Announcement

Comprehensive planning drafts should be submitted to the County People's Congress by the county government in

a set period of time. Except for cases where particular laws stipulate otherwise, and in cases that involve state

secrets, the planning that has been passed through the legal procedures and authorised should be made public in

published documents and the media.

4. The Main Content of the Strategic Planning for County C's Socio-Economic
Development in the Tenth Five-Year Period

4.1 Strategic Emphasis on Economic Development

(1) Adjust agricultural production structure and accelerate development of high-quality wheat, stockbreeding and

edible mushrooms; vegetable planting focused on capsicum, and forestry. Improve the degree of agricultural market

penetration, modernisation and industrialisation significantly, and strive to push County C's agriculture industry

among the highest of the whole province.

n Grain industry: Maintain the stable development of grain production, with an emphasis on developing high-

quality wheat and corn crops. Actively cultivate and popularise valuable wheat and high-quality corn grown

according to climate of the county.

n Edible mushroom industry: Make the best use of the geographical location to grow edible mushrooms; actively

and stably expand the scale of edible mushroom planting; deal with the edible mushroom industry base; grow,

process, store and maintain fresh mushrooms; and build-up a supporting market.

n Stockbreeding industry: Steadily develop the scale of the pig-breeding, poultry and Han sheep breeding industries.

Actively develop rabbit meat, beef and milk industries.

n Forestry. Considering the sandy areas and fast-growing, high-yield forest of the western part of the county,

vigorously develop a 'forest paper integration supporting' project; expand, strengthen and promote the forest
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fruits industry.

n Capsicum: With Eastern Xianzhuang as the principal actor and Korean "Yiduhong" capsicum as the main

product, expand the planting area of capsicum.

(2) Enhance the development of the secondary industry and accelerate the pace of industrialisation to fuel countywide

development.

n Actively develop an agricultural product processing industry. Make full use of County C's resource advantage of

rich agricultural products; lengthen the agricultural product chain and increase added value; turn the resource

advantage of agricultural products into economic advantage; exert efforts to cultivate leading large-scale enter-

prises with pulling ability.

m Firstly, manage the construction of supporting projects for the eight leading enterprises, including Shenshi

Mushroom, Longxiang Fungus and Zhongrui Technology; and develop the project to dehydrate and maintain

fresh vegetable products. With the towns of Liuge and Chengguan at the centre, expand the scale of planting

and processing to become the largest edible mushroom processing base in the whole country.

m Secondly, manage capsicum plantation and the processing base of Qingdao Advanced Corp. based in

Xianzhuang and Macun townships.

m Thirdly, manage the expansion of the fast-growing high-yield forest based in six townships including Yangshao

and Gucheng; and develop the 'forest paper integration supporting industry'.

m Fourthly, highlight Ruifeng Food as the key actor and support 18 breeding zones and the construction three

projects to butcher pork, chicken and lamb meat into parts.

m Fifthly, carry out preliminary development work for projects to produce poly-lactic-acid, ethane and ethanol as fuel.

m Sixthly, produce starch and polysaccharide through wheat, produce and process wheat and starch, and

develop and process the albumen from wheat shells.

m Seventhly, develop and start-up the biologic manufacturing of pulp and paper, and a thermoelectricity project.

n Develop an export-oriented textiles industry and carpet industry. Lead with a towel and knitting factory, carry out

an export-oriented strategy, improve and update product design and quality, further expand export channels,

establish an export-oriented enterprise group through various forms of takeovers and mergers, and drive export

products to expand into the industry of textiles, carpet, straw weaving, and straw drawing. Expand the range of

textile products and then restructure the textile, carpet, straw weaving and straw drawing enterprises and build

a specialised village;

n Develop an organic chemical factory and support the expansion of fine chemical manufacturing. Accelerate the

restructuring of the organic chemical factory, and improve technology, new products and quality, so as to make

County C the most important fine chemical manufacturing base in the whole province.

(3) Vigorously develop the tertiary industry in areas such as logistics, culture and sports.

n Accelerate the development pace of modern logistics and improve the information service system. Speed up

the development of the tourism industry in County C through a dependence on traditional culture, exploring the

cultural relics, traditional folk art and develop a distinctive form of ecological tourism. Firstly, complete the work

on a newly built library. Secondly, carry out construction of an opera theatre at the Puzhaoshi temple, repair

some buildings such as the temple in Nanjiyun, and explore Dunqiu relic site and Wuqiang town among others

as potential tourist sites. Thirdly, develop a 'red tour zone' (where tourists can learn more about the development

of the Chinese Communist Party and the revolution and liberation of China), build a new hi-tech agricultural tour

park including a forest fruits orchard, a vegetable garden, a traditional northern crop garden, a rare botanical

garden and a specialty-breeding garden. Fourthly, bearing in mind the distinctive forestry of the western sandy
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area, develop ecological tourism.

(4) Enhance the development of various education, health, and social security activities.

n Education: Vigorously strengthen and promote the work of the "two fundamentals": Firstly, accelerate the pace

of construction of primary and middle schools, and improve the education level and students' overall quality.

Secondly, strengthen the capacity of the professional technical secondary school, creating an excellent study

environment for graduates of junior middle schools, so as to supply excellent human resources for the develop-

ment of the urban and rural economy.

n Health: Develop a broad health campaign, perfect the public health system, manage the establishment of a

public health emergency system and epidemic disease prevention and control system, strengthen town and

township hospitals, and improve the overall health level of urban and rural residents. Expand emergency

centres, the health information service network, occupational safety and health, and the maternity and childcare

hospital; build or rebuild high quality hospital wards; expand the expert diagnosis network; construct the 'third

people' hospital; and expand the intensive care unit of the Traditional Chinese Medicine hospital.

n Population and Social Security: Promote population and family planning services, and rebuild the family plan-

ning station at town level. Establish and perfect employment services and the re-employment assistance

system, and strengthen the employment service centre. Further perfect the social security system; and pensions,

unemployment insurance, medical care insurance, employment injury insurance, and maternity insurance to

safeguard the basic standard of living for the urban and rural poor.

(5) Further expand investment in county infrastructure and perfect the utilities and services.

n To shape the new image of County C, focus on the management and construction in urban areas.

m Firstly, extend the county network and construct "five vertical and six horizontal" county roads.

m Secondly, build County C, but with strengthened efforts to protect the environment of the Maxia River; try to turn

the urban district of the Maxia River into a leisure and recreation centre; implement a "green, bright, beautiful,

and clean" project; update street lamps; the greenery and beautification of the main county roads.

m Thirdly, perfect the city utilities and services: popularise natural gas, process polluted-water and garbage,

transform the water supply network, construct fire control infrastructure, etc. Vigorously develop the manage-

ment of urban appearance and make a comprehensive effort to shape a civilised and clean new city.

n Carry out water supply network projects, polluted water and garbage processing, urban road construction,

urban ecological governance, underground cables, communication management, telecommunication pipelines,

gas fuel, and a Dunqiu hotel, restaurant and entertainment city, etc.

4.2 Concrete Targets

(1) Realise the sustainable, rapid and healthy development of national economy, and promote the overall level and

comprehensive strength of the national economy. During the tenth five-year period, the GDP of the whole county

has enjoyed an annual growth rate of 9%, and by the end of the tenth five-year plan, GDP is expected to reach £¤4.

15 billion.

(2) Accelerate the development of the secondary and tertiary industry, and realise a significant breakthrough in

industry structure. Strive to raise the proportion of the secondary industry above that of the primary industry by the end

of the tenth five-year plan, and transform the value structure of the County C's three industries from 47%, 34% and

19% to 39.5%, 39.7% and 20.8% by 2005. Each year, the primary industry will grow by 5.2%, the secondary industry
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will grow by 12.3%, and the tertiary industry will grow by 11.6%.

(3) Promote and expand the rate of healthy urbanisation in the county, encouraging the population to concentrate in

small towns, so that the national urban population will reach 30% of the total population by the end of the tenth five-

year period. The county population engaged in non-agricultural activities will increase 6,000 annually, and by 2005 the

non-agricultural population will reach or exceed 120,000, a net increase of 30,000 persons since 2000. The popula-

tion with a non-agricultural Hukou will equal or exceed 80,000 persons.

(4) Coordinate the aims of various planning to effectively manage urban and rural construction and enhance the

overall management of the urban and rural environment.

 (5) Comprehensively reinforce various social activities. Vigorously develop educational activities, implement nine-

years of compulsory education, and work to eliminate young illiterates. Maintain population controls, so that the

natural growth rate of the county population can gradually decrease from 6% in 2000 to 5.4% in 2005, taking the total

population within 700,000 persons. Actively develop sporting and cultural activities to enrich the life of the public.

Perfect and expand the social security system of social services, social insurance and welfare.

(6) Significantly improve the standard of living of the population. Strive to raise the average per capita disposable

income of urban residents to £¤3,930 in 2005, an annual average growth rate of 4.5%; and the average net income of

farmers per capita to £¤2550, an average annual growth rate of 4.5%. Significantly improve the housing quality, aim

at increasing the average per capita residential area of urban residents to approximately 15 square meters, and for

rural residents a residential area of reinforced steel bar/brick/timber structures of approximately 20 square meters.

5. Monitoring and Evaluation on Implementation of Strategic Planning

5.1 Concrete Practice

County C breaks down the objectives of numerous comprehensive and special planning before incorporating them

into the annual work plans of various departments. At the end of each year, a summary and evaluation is carried out

and the outcomes form the following year's work plan. At the conference of the County People's Congress at the

beginning of each year, the county mayor will report on the government's achievements over the past year, and then

put forward the overall objectives and the main government activities for the forthcoming year.

County C has a relatively good evaluation mechanism to appraise each government department's work. The county

director, county deputy director, directors of government departments, deputy directors of the court and procurator (as

appointed by the People's Congress and Standing Committee of the People's Congress), and some of the officials

under the leadership of the division chief should report their work to the Standing Committee of the People's Congress.

In 2004, a total of 103 officials submitted a work report. Reports from five members of county government and 32

officials of the court and procurator did not pass and were returned for revision. If one's work report failed to pass a

second time, the official would report their work in person at the Conference of the Standing Committee of the

People's Congress.

5.2 Comprehensive Evaluation of County C's Social and Economic Development during the Tenth

Five-Year Period

 (1) Economic Growth
In terms of GDP, County C has so far reached 98.7% of its 2005 target of £¤2.098 billion, an average annual growth

rate of 6.1% during the tenth five-year period. The primary industry's value was £¤1.509 billion, with an average annual

growth rate of 5.2%, equal to the objective of the tenth five-year plan; the secondary industry contributed £¤1.73 billion,

with a average annual growth rate of 10.3%, slower than the 12.3% target; and the tertiary industry was valued at £¤0.
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85 billion, with an average annual growth rate of 7.4%, slower than the 11.6% target.

Therefore, the 4.2% difference between the actual and planned growth rate of the tertiary industry is the principal

reason behind the failure to realise the overall economic growth objective. The poor industry structure is a key factor

influencing the sustainable growth of the economy, revealing the ongoing complexity of structural adjustment.

 (2) The Stable Growth of Agricultural Production
In 2004, the total grain output reached 465,000 kilograms, the total meat output reached 53,000 tons, the total output

of eggs went up to 58,000 thousand tons, and the certified area of forestation was 300,000 mu, all of which exceeded

the planned targets in the tenth five-year plan. These accomplishments reflect County C's advantage and rich back-

ground in traditional agriculture, and suggest that agricultural management is the forte of both the government and

local residents.

 (3) The Stable Operation of the Industrial Economy
During the tenth five-year period, County C implemented a strategy of county-wide development fuelled by industry,

placing more emphasis on the reform of state-owned enterprises and structural adjustment, the strengthening and

improvement of enterprise management and operations, and the construction of several key industry projects, in

order to create a stably operating industrial economy.

However, the annual average growth rate of the secondary industry is 2% slower than planned, mainly for the

following reasons. Firstly, the benefits of agricultural industrialisation have not yet emerged as planned. The develop-

ment model of the "eastern capsicum- middle mushroom- western forest" was only primarily formed, the scale of the

production base was still not satisfactory, and the industry chain had not been sufficiently extended. Secondly, some

key projects with development potential were only recently constructed, thereby limiting the contribution to local

economic development. Thirdly, the market environment was still relatively occlusive with inadequate contact with the

external economy, and there was space to further improve the attraction of investment.

 (4) The Relatively Sluggish Service Industry
There are three main reasons for the relatively large gap between the actual annual average growth rate of County C's

tertiary industry and the target outlined in the tenth five-year plan. Firstly, the development scale of local industry was

limited, a relatively large proportion were employing traditional modes of agricultural production, and the productive

service industry lacked demand; secondly, the rate of urbanisation remained low, and the service industry lacked

sufficient development space; thirdly, the income level of urban residents was relatively low, the way of life has

changed slowly, and the development potential of the services industry associated with everyday life was limited.

 (5) The Standard of Living and the Environment
In 2004, the net income per capita for farmers was measured at £¤2,462 and was estimated to reach £¤2,596 in 2005,

exceeding the target in the tenth five-year plan by £¤46 or 1.8%; the disposable income per capita of urban residents

reached £¤5,143 in 2004 and was expected to reach £¤5,452 in 2005, that is £¤1,522 higher or 138.7% of the planned

objective.

In terms of the environment, the effects of ecological development have started to appear, the Maxia River and the river

around the city have been largely cleaned, and the urban residents' sense of environment protection has been

strengthened.

 (6) Urban Construction and Urbanisation
The following advancements in urban construction and infrastructure have created an excellent environment for attract-

ing funds and enterprises: an urban natural gas pipeline and a second water supply factory have been established; as
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have the first and second phases of the Renmin Road project, the southern section of the Xiushui project, the widening

and reconstruction of Zhengtong Road, and the extension of the southern section of the Huifeng Road.

At the end of 2004, the number of people engaged in non-agricultural activities was 70,500, an urbanisation level of

only 10.4% and far from the idealistic 30% target identified in the tenth five-year plan.

 (7) The Development of Various Social Services
Education has progressed significantly with the spread of the nine-year compulsory education, and adult education

and professional education programs. In addition, medical services have improved somewhat for the urban and rural

population, sporting and cultural activities have developed to some extent, and social security has improved gradually.

6. Problems of Current Planning

6.1 Strengthening the Spatial Characteristic of Planning

Strengthening the spatial characteristic means that comprehensive and special planning measures should better

correspond to a specific geographic location, so as to avoid planning that is too abstract and then difficult to implement.

In the process of formulating the eleventh five-year plan the spatial characteristic of planning was emphasised

according to national strategy reforms, but in general the planning objectives are still abstract and the content

reflecting the spatial arrangement requires further details. Joint planning and coordination between comprehensive

and special planning is just the initial stage; ongoing adjustment and improvement is required throughout the

process of planning formulation and implementation.

6.2 Increasing the Influence of Comprehensive Planning in Special Planning

In some cases, special planning had been formulated even before the comprehensive planning formulation process

even began. As a result, there was insufficient joint planning and coordination. Part of the function of special planning

was not clear enough, and the relationship between different planning departments was not specified, so there was

some overlap in the content of various plans that were not so closely related. Thus, we should further reinforce

collaboration between special planning and comprehensive planning and joint planning between various special

planning departments.

6.3 Stricter Procedures for Planning Formulation

There should be stricter procedures to determine whether or not formulating special planning is necessary and if so,

what special planning needs be formulated. Although the State had established relatively standard procedures on

formulating special planning, in County C there were still some cases of arbitrary planning formulation, overly exces-

sive and vague special planning, and blurred boundaries between special planning and the work-plan. Sometimes

the main content of individual special planning was just the work content (tasks and responsibilities) of a certain

department. Some planning was very difficult to implement practically due to the lack of an effective executing institu-

tion or the lack of corresponding means of macro-control at the county level. From the angle of promoting economic

and social development, it is not the amount of planning that is important, but the accurate identification of significant

areas and issues, and bringing the planning functions of instruction, coordination and progress into play.

6.4 Facilitating Planning Implementation

For many components of special planning, there was a trend of excessive instructions that complicated implementation.

Apart from identifying planning objectives and the main task, the steps for completing the task were not concrete, not

easy to operate, and lacked feasible supporting projects. Even where special planning had specified the content of a

big construction project with an investment of over £¤5 billion and the backing of individual leaders, it was difficult to

really implement the project due to a lack of sufficient planning verification and the uncertainty of the funding channels

and the organisations responsible for investment.
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6.5 Conducting Systematic Evaluations

Although some planning objectives have been broken down into annual plans, there are currently no formal and regular

mid-term evaluations to review the status of planning implementation and outcomes. There are a relatively high

number of work reports that focus on the work content and achievements, but fail to highlight problems in the

implementation process, avoiding the degree to which planning objectives are realised and development tasks are

completed.

The main actors for planning implementation are the government, enterprises and the general public. However, in

terms of government work reports, there is a lack of relevant content about the other participants' response to the

planning. From a practical perspective, the evaluation outcomes do not start or influence the modification procedure.

The establishment of a planning evaluation mechanism should be actively supported.

7. Overview of the Formulation of the Eleventh Five-Year Plan in County C

County C is currently preparing to formulate the eleventh five-year economic and social development strategy. In this

process, policy-makers not only consider previous successful experiences of formulating planning, but also work on

the existing problems in the planning implementation process. County C's eleventh five-year plan should be formu-

lated scientifically and practically, building on the reality, and intensifying the relevance and legitimacy of planning.

7.1 Adherence to Effective Planning Formulation Methods and Experiences

In the process of formulating planning, County C has already accumulated a lot of valuable and effective experience

that should be incorporated into the formulation of the eleventh five-year plan. There is a need to continue to emphasise

preliminary research on significant issues, further improve transparency and social participation in the formulation

process, collect opinions from various viewpoints, perfect the expert consultative mode, and sufficiently reflect the

different functions of various local government departments, enterprises and external experts that diagnose the

development potential of County C from their own angle, standpoint and technical methods. In order to establish a

scientific, democratic and operable eleventh five-year plan, it is necessary to organise a broad range of social groups

to participate in planning, understand planning, conciliate interests and thinking, and achieve a common understanding.

7.2 Consistency with Fundamental State Policies

On October 11th 2005, the fifth plenary meeting of the 16th Central Committee of the Communist Party of China

passed and put forward their Advice on Formulating the Eleventh Five-Year Plan, to lead economic and social devel-

opment in a scientific way. County C's development during the eleventh five-year period should adhere to this scien-

tific view, reflect the philosophy of people-centred development; and adhere to the five development balances be-

tween urban and rural areas, between regional development, between economic and social development, the har-

mony between humankind and nature, and between domestic development and opening-up.

Those abovementioned recommendations also proposed the stable creation of socialist leaning new villages with

productive development, prosperity, a civilised ethos, a clean environment and democratic management. The above

has strong implications for agriculture, rural areas and farmers in this new era for China. The recommendations have

had a particularly significant impact on County C, a large agricultural county with 90% of its population living in rural

areas, where agriculture makes up 38% of the total economy, and the average income of farmers per capita is lower

than the national average.

7.3 Identification of Specific Development Targets

Based on the current conditions in the county, combining the advantage of being located at the borders of three

provinces with its convenient traffic, and considering its role as the main area for grain production as defined by the

State, County C put forward feasible economic growth and social development objectives. Currently, the GDP per
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capita of County C is only 52% of the national level and 61% of Province A. Therefore, developing the economy during

this eleventh five-year period is a challenge; if County C wants to realise a well-off society together with the rest of

China, the rate of development should exceed the national and provincial average level. Given the shortcomings,

opportunities and practical implementation of the tenth five-year plan, in which a set of industrial projects has essen-

tially been completed and are beginning production, the agricultural industry of the "three colours" has reached a

certain size and will start to see effects, and the construction of a new village will bring development opportunities to

County C. At the end of the eleventh five-year period, County C will strive to achieve an average annual growth rate of

over 10%, and raise urban and rural incomes to the average level of Province A.

In terms of industrial development, County C strives to cross into the province's 'advanced list' through the vigorous

promotion of agricultural production, structural adjustment and agricultural industrialisation, and increasing the

integrative effects of agriculture; and accelerating the pace of industrialisation by actively developing the processing

industry for agricultural products and increasing the value of products through the utilisation of the abundant resource

advantage of agricultural products; and develop the fine chemical industry based on the Puyang oil-field and petro-

leum supporting industry to become an important production base of the fine chemical industry for the whole province.

As for the development of service industry, County C aims to reinforce the pre-, mid-, and post-production agricultural

technical service; to maximise the potential of being located on the boundary of three provinces and its convenient

transportation links into a practical advantage; and to develop the circulation of commodities, and construct a distrib-

uting centre for agricultural products.

Using its relatively strong foundation of professional and technical education, County C plans to develop professional

and technical education. Through the utilisation of existing advantages of urban proximity it will establish a solid

foundation for transferring labourers, supplying sufficient talent and increasing resident incomes. The county also

plans to strengthen public services for health, culture and compulsory education.

7.4 Strengthened Joint Planning and Coordination

The County requires strengthened processes of joint planning and coordination between economic and social

development in urban construction, communication and land use. Economic and social development comprehen-

sive planning for the eleventh five-year period should make an overall plan for economic development, urban

construction, communication infrastructure and water resource, land use, ecological environmental protection. Pro-

posals for land use and the spatial arrangement of industry should be specified in the planning. For example, County

C should protect basic farmland and divide land into areas for grain production; urbanisation plans should specify

how to expand the built-up area of County C, and suitably arrange the spatial layout according to city development

rules, so as to reserve adequate space for urban residents and necessary industrial activities in the future; and at the

same time specify specific space for an industrial zone, forestation belt and roads.

7.5 Improving the Planning Implementation Mechanism

Once approved, planning must be executed methodically and fused into the consciousness of the whole society. The

realisation of tasks and targets mainly depends on the market's fundamental role of allocating resources, and

providing the inspired energy and impetus as the main players of the market. At the same time, the government

should fulfil their responsibilities, reinforce and improve macro-control, introduce social resources, allocate public

resources efficiently, and safeguard the smooth implementation of this planning.

n Firstly, establish an excellent environment for planning implementation. Perfect the mechanism of government,

reinforce coordination between various policies and planning, and match various policies to the objectives and

strategic focus defined by planning.
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n Secondly, build up a sound institutional foundation for planning implementation. Accelerate various reform

measures as defined by planning implementation, and break down various reform tasks and processes into

the work of relevant government departments.

n Thirdly, reinforce the authority of government, emphasise solidarity and coordination among various govern-

ment departments, and direct the different government functions into a joint force with one voice.

n Fourthly, reinforce supervision and evaluation. In the process of planning implementation, improve the trans-

parency and create an atmosphere of supervision through social public participation; regularly review and

evaluate the implementation phase; evaluate the outcomes and anticipate the likelihood of meeting the targets;

recognise existing problems early and quickly carry out correction measures to ensure the most effective

planning implementation.
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1. Purpose of the Simulation

This exercise simulates a workshop in the Local Economic Development (LED) planning process of the fictional City
A. The purpose of the simulation is for participants to better understand the basic issues of local economic development,
namely the playing field, players and negotiation.

The specific learning objectives of the role-play are to:

n Internalise the economic structuring tool, Porter's Diamond, and understand its applicability in a workshop
situation;

n Learn how to paint an overall picture of a local economy including its competitive advantages and disadvan-
tages in a participatory way and in a relatively short time;

n Learn how to facilitate a mini-workshop using a tool like Porter's Diamond;

n Organise the participants' perception of the local economic reality in a different way;

n Understand that successful LED is based on coordination and collaboration, which could be compromised by
asymmetric information, conflicting interests and aversions among the local actors involved in LED

The role play could be used in different workshop and training settings:

n In general LED workshops with participants from different locations so they can discuss a specific, although
fictitious, case study;

n In general LED workshops with participants from the same location (e.g. province, district, town) to help them
understand and internalise a role different to their usual position and perspective;

n In training workshops on specific LED methodologies, such as PACA, if the circumstances do not allow mini-

workshops with real stakeholders;

2. Features of the Simulation

This simulation differs from standard role-plays in two important respects.

n In conventional role-plays, all players would receive an identical general description of the context for the game,
plus a specific description of their role. In most cases the role-play would deal with negotiating only one issue
and the players would not have to analyse a given local situation, but simply play their roles.

n In this simulation, not only are the individual role descriptions different, but so are the general descriptions, which

contain different pieces of information and in some cases even contradictory information. This makes the role play more
realistic since local players never have the same understanding of the overall economic situation and local industry, or
they may not share the same opinion about local issues, problems and solutions. In this simulation, players are

supposed to follow a fixed pattern with a series of exercises, similar to how one would conduct a real LED Forum.

3. Participants and Time Arrangement

The simulation involves the following players listed below. It is useful to have at least two persons play any given role,
since discussing the role description helps a lot in understanding it in the first place. Depending on the size of the
group, the number of roles may vary.

In a workshop situation, it is important to create an atmosphere that closely imitates reality. Facilitators should provide general
instructions on how to play the roles at the beginning of the simulation. Then, the role-players are expected to identify
themselves with their role, defend their individual role without being obstinate, listen to other participants and present their

opinions in a way that other players can understand, and respond in an appropriate way. The facilitators should even allow for
moderate disputes between the players that reflect the mistrust and conflicts suggested in the role descriptions.

Appendix 6

6

LED Process
Start-Up Simulation

Exercise



100

The simulation exercise should take between 4 and 4 1/2 hours, but can be longer if participants want to discuss each

element of the Diamond in detail.

The different roles are built around (a) a general description of the locality and (b) a specific description of the particular role.
For the general description, the only part of the information that remains the same throughout is shown below.

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and
tourism centre in the southern part of Province C and a leading city in the implementation of Province C's
development strategy. At present, City A has already developed into a new industrial area with a sound founda-
tion of traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The
city's main industries include textiles, food processing, software development, tourism and agriculture.

The descriptions then include the following:

P Perception of local economic structure
P Perception of current economic situation
P Perception of promising future economic sectors

P Structure of supporting industries
P Structure of factor conditions
P Structure of demand conditions
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Table 1: Participants of the Simulation Exercise

Players in the Role-Plays

Always Municipal Government

Always Development and Reform Committee

Always Labour Bureaus

Always Vocational Training School

Always Local Chamber of Commerce

Always Local Association of Garment and Textile Industry

Always Moonlight Garment Firm

Important Software Industry Incubator

Important Tourism Bureau

Important University in a nearby city: Department for Information and Communications Technology (DICT)

Table 2: Arrangements of the Exercise

Sequence of Activities

15 minutes Presentation of simulation

20 minutes Reading time for role descriptions

20 minutes Explanation of Michael Porter’s diamond

120-150 minutes Analyse the local economy according to Michael Porter’s diamond (alternatively with 4 or with 5
diamond elements): ‘What are the strengths and weaknesses of each element of the diamond?’

20 minutes Summary of diamond analyses

45-60 minutes Elaboration of proposals for action: Maximum three proposals ‘What LED proposals are suitable
to quickly enhance the competitiveness of the main sectors?’

30 minutes Feedback and assessment of the simulation
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P Your role description
P Perception of local government

P Perception of chamber of commerce
P Perception of other players
P Main proposal for local economic development

P Main proposal for employment and income creation
P Proposal for next steps

Local Government

General Description:

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
centre in the southern part of the Province C and a leading city in the implementation of Province C's development

strategy. At present, City A has already developed into a new industrial area with a sound foundation of traditional
industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main industries
include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and
garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a recession
and many SOEs closed down, leading to a heavy loss of jobs. In recent years, the industry has been revived by some

SOEs that survived the crisis thanks to in-depth reforms and the start-up of many smaller private firms. The number of
people engaged in this sector accounts for 35% of the total employment in the city. However, those enterprises still
operate with characteristics of the planned economy, suffer low productivity and are limited in small-scale operations.

The arrival of many foreign brands to China has given rise to an increasingly fierce competitiveness in the Chinese
market. Some of the textile enterprises in the city are export-oriented and the over-reliance on orders from overseas has
made the production of those factories unstable. The profits obtained from fulfilling overseas orders are marginal. To cut

costs and increase profits, textile enterprises contract out parts of the production process to home-workers. Those
home-workers work long hours with low income and no social security. To enhance their competitiveness, local textile
firms are trying to upgrade their technology and shift to products with higher added value.

Regardless of what happens to the textile and garment industry, the city will need a more diversified economic basis
in the near future. An important element of this new basis may be the software industry, although this sector is still
young compared to the garment sector. The first company started in early 1994 and in the course of the late 1990s a

software cluster began to emerge, and now more than 40 small firms are employing close to 8,000 employees.

Tourism could also be a potential strong sector in the future. The pagoda sees many visitors throughout the year and

the silk and cotton production units in the rural villages host a unique display of traditional skills. In addition, there
seems to be a budding service industry in the hotel and restaurant sector with many small private entrepreneurs
starting up, but many of these are still informal.

Role Description of Vice Mayor

You were elected as Vice Mayor in 2002. You have invited other departments and local stakeholders, including some
firms, to a meeting to discuss how to improve the local economy and find ways to reduce poverty and create jobs.

You realise that private enterprise will be the engine of future economic growth and therefore most jobs need to be
created in the private sector. You want to find ways of supporting the growth of local firms but you also have a slight
mistrust of private firms and feel that they still need to show themselves as being socially responsible. You have tried

to build a working relationship with the local chamber of commerce, which mostly represents larger firms, but for
some reason the chairman of the chamber is not very enthusiastic. In recent discussions, the chairman of the
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chamber claimed that the local government is too heavily regulating private enterprises and there should be more
preferential treatment for the emerging private sector.

Although most of the SOEs in the city have been privatised, the local vocational training school still targets SOEs and the
training curricula are mostly tailored to the needs of large SOEs. Private sector enterprises claim that enterprises in the

software industry and other industries of small-scale development are in desperate need for workers, but the vocational
training school continues to ignore their needs. The university in the nearby city is keen to work with you on developing a strong
incubator for the emerging software firms and it has already provided technical input regarding the formation of a small cluster.

Currently, you are trying to promote and support local micro and small firms. The methods at your disposal to do so
are through the provision of micro-credit or the establishment of a technology incubator for software companies. You
are also considering activities to stem the decline of the textile and garments industry, in particular by supporting the

annual garment fair and by promoting the creation of a Design and Fashion Centre at the university. It is essential for
the local textile and garment manufacturers to move into more sophisticated, higher value-added products and also
for the promising software sector and the tourism sector to grow. How to estimate the demand for locally produced

products and how to attract more tourists is unclear though. An idea might be to establish partnerships with national
tour operators to promote the city as a prime tourist destination, but you are not sure how to do this either, and have
therefore invited other stakeholders for a meeting to discuss various strategies.

Local Government Department: Development and Reform Committee

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's

development strategy. At present, City A has already developed into a new industrial area with a sound foundation of
traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main
industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, manufacturing of textiles and
garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a recession

and many SOEs were closed down, which led to a heavy loss of jobs. In recent years, the industry has revived as some
SOEs survived the crisis thanks to in-depth reforms and smaller private firms have mushroomed. The number of people
engaged in this sector accounts for 35% of total employment in the city. However, those enterprises still operate with traits

of the planned economy, suffer low productivity and are limited to small-scale operations. The recent influx of foreign
brands into China has given rise to an increasingly fierce competition in the Chinese market. Some of the textile enter-
prises in the city are export-oriented and the over-reliance on orders from overseas has made the production of those

factories unstable. The profits obtained from fulfilling overseas orders are marginal. To cut costs and increase profits,
textile enterprises contract out parts of production process to home workers. Those home workers work long hours with
low income and no social security. Generally, the local industry seems to have lost its competitive edge to national and

international firms. To enhance their competitiveness, local textile firms are trying to upgrade their technology and shift to
products with higher added value. It is thus not only the factory workers whose jobs are on the line, many local silk and
cotton producers who supply raw materials to the garment industry will suffer greatly and lose their livelihood if the industry

is not revived to become more competitive. The city will need a more diversified economic basis in the future.

An important element of this new basis may be the software industry. The first company started in the early 1990s, and
in the course of the late 1990s a small software cluster has emerged with support from the local authorities and the

Department for Information and Communications Technology at the university of the nearby city. Currently, there are
about 40 firms employing 8,000 employees, some of which are providing hardware and other physical infrastructure
to the software developers. The sector is still fragmented, and there is no association to represent the software
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industry, which makes is difficult to organise collective action within the software sector.

Tourism could also be a potential growth sector in the future. The pagoda sees many visitors throughout the year and
the silk and cotton production units in the rural villages host a unique display of traditional skills. In addition, there may
be potential for eco-tourism in some of the areas of unspoilt nature. The budding service industry in the guesthouse
and restaurant sector with many small private entrepreneurs would benefit from additional tourists, which would take
these informal household and small enterprises into the formal economy. It is important to diversify the tourism
sector, in particular by launching new attractions.

Role Description of the Director of local Development and Reform Committee

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce
poverty and create jobs. You think that private sector development is of great significance for the growth of the local
economy. In the future, most jobs need to be created in the private enterprises. You also believe that in order to add
value to the local economy it is important to attract investment.

The Vice Mayor has tried to build a working relationship with the local business community through the chamber of
commerce, which mostly represents larger private firms. For some reason, there seems to be a general mistrust
between the chairman and representatives of the business community, which is creating obstacles to your efforts as
director of the Development and Reform Committee to negotiate joint initiatives with the Chamber. You are trying to
find out realistic and equitable ways of promoting local economic growth.

Since economic development concerns various institutions with various interests and priorities, coordinating these stakehold-
ers to create a synergy for local development is a tough task. The vocational training school is primarily producing graduates for
the SOEs; they lack the confidence and experience to work with private firms. The university of a nearby city, on the other hand, is
keen to work with you, but it has little standing with the business community, which regards it as an ivory tower.

Regarding local economic development, you are pursuing a number of strategies. On the one hand, you are trying to promote
and support local micro and small firms through micro-finance. Second, you are also trying to improve the conditions for small
and medium-sized businesses by supporting the technology incubator for software companies also supported by the
municipal government. Furthermore, you also realise that you need to attract investment, which would contribute to local
economic growth and employment creation. You have proposed free access to land and tax holidays for foreign firms, but you
are concerned that local firms may suffer in the competition and you are still not entirely clear on how to match local and foreign
firms. Therefore, you are also concerned about matching local skills with the needs of foreign firms and the new emerging
enterprises in the province and something seems to have to be done to upgrade local vocational training institutions.

Labour Bureau

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's
development strategy. At present, City A has already developed into a new industrial area with a sound foundation of
traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main
industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, manufacturing of textiles and
garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a
recession and many SOEs were closed down, which led to a heavy loss of jobs. In recent years, smaller private firms
have emerged and the number of people engaged in this sector accounts for 35% of the total employment in the city.
Some of the textile enterprises in the city are export-oriented and the over-reliance on orders from overseas has made

the production of those factories unstable. The profits obtained from fulfilling overseas orders are marginal. To cut
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costs and increase profits, textile enterprises contract out parts of production process to home workers. Those home
workers work long hours with low income and no social security. Generally, the local industry seems to have lost its

competitive edge to national and international firms. As the textile and garment firms are the major job provider of City
A, it is necessary for the government to lend support to the sector's growth and improve the job quality of the sector.

You believe that many of the private firms are operated like a family business, which prevents them from updating to
modern managerial and technical approaches. Therefore, modern management should be introduced to these
firms; and efforts should also be made to increase the technology and knowledge content of their products. On the

part of the private firms, some of them are willing to improve management, while others would prefer government
preferential tax and land use policies, or direct subsidies. There are concerns that upgrading the technology used in
textile and garment factories may lead to the shrinkage of jobs in the sector.

A potential emerging industry may be the food-processing sector, which can drive the development of local agricul-
tural sector. At present, food processing is small scale and operated mostly in household units. A few firms have
successfully established themselves by processing fruit juices from local rural producers and now export to many

provinces in China. Another firm have set up shop around the fruit juice manufacturers, providing packaging materials
such as cans, plastic bottles and containers.

Role Description of the Director of Labour Bureau

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce poverty and
create jobs. As the director of the local Labour Bureau, your primary concern is employment. You closely work with the Vice
Mayor in creating jobs by promoting the growth of SOEs and private businesses. You both hope to help textile and garment

industry to retain a competitive edge. You attempted to invite the chamber of commerce to participate in discussing issues of
employment creation; however, cooperation between the public and private sectors somehow seems difficult.

One challenge faced by the Labour Bureau is the vast number of surplus rural workforce. The increase in productivity of

agriculture production has been accompanied by a surge of surplus agriculture workers. Presently, farming is unlikely to
be able to absorb more workers, unless the fruit juice processing is expanded to demand more raw materials.

Another problem encountered by the Labour Bureau is the re-employment of laid-off workers from SOEs, particularly
those from textile and garment SOEs, as most of them have a low-level education and no marketable skills. You
believe that retrenched workers will get re-employed if the sector picks up again. One way to revive the sector is to

support private firms. Another way to promote re-employment, you believe, is to offer skills development training,
including business start-up training so that they can start their own small business.

For some time you have been discussing with the director of the Vocational Training School how to revise its curricula

to produce graduates with a more diversified set of skills. This would enable the area to attract national firms - and
perhaps even multinationals and foreign investment companies - to set up shop in the area. The director very much
favours this idea, but it has still not yet been discussed with the business community and the chamber of commerce.

When it comes to local economic development strategies, you are therefore pursuing a number of parallel strategies.
Clearly there is a need for revitalising the state-owned garment factories and supporting the fledging private firms.
Food processing seems promising, but the employment potential in that sector is still not clear, and stronger links

need to be created with local farmers and other firms in the food processing value chain.

Vocational Training School

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's
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development strategy. At present, City A has already developed into a new industrial area with a sound foundation of
traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main

industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s and ever since have provided the economic backbone

of the city. However, in the mid-1980s the industry entered into a recession and many SOEs were closed down, which led to a
heavy loss of jobs. In recent years, quite a number of private garment and textile firms have been established and over the past
five years, the sectoral composition of the industry has also changed, with knitwear garments becoming more important. There

is also a growing sector of suppliers of cotton and textile, and subcontractors, especially for knitwear fabric, dyeing and embroidery.
Rivalry between companies in the same type of activity is strong - based on price, performance and just-on-time supply. The
textile and garments industry still accounts for more than 35% of industrial employment in the city.

Other notable sectors are food processing and to some extent tourism and software. Food processing is not at the industrial
scale, and the sector consists of a number of small household enterprises, which primarily produce for the local market. A few
juice manufacturing firms have been established and are now trying to export to national markets, but the challenge is to find the

right distribution channels, especially to transport the juice out of the area. So far, no local transportation company has been
competitive and a long-haul company in the neighbouring province is serving the juice manufacturers. Orders keep coming in,
but the manufacturers do not know the real demand. Therefore, it is difficult to give long-term orders to local fruit growers,

especially since the agricultural sector is probably still the most important in terms of overall employment.

Role Description of the Director of the Vocational Training School

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce

poverty and create jobs. You think that it is hard for vocational training institutions to work with private firms, particularly
those of the garment and textile industry, because those firms are small-scale and their operations are volatile, which
makes it hard for training institutions to plan for their training courses. To ensure that graduates can get a job, training

institutions tend to work with large SOEs, or the large private firms with stable operations.

 The school is currently in the process of introducing a new course at the higher education level, the Technician in
Textiles Technology. The goal is to train professionals for the dyeing stage of the textile production process. So far,

there is only one vocational school in the province that offers this kind of course, and sending young professionals to
attend this training course is a costly exercise for firms in City A.

Another local industry that is not being served so far is the software industry. The fragmentation of the sector makes
it difficult to determine the specific needs of the industry. Another problem is the unrealistic expectations of companies
that presume that with a few months of training they will receive professionals who are as good as people with many

years of professional experience. The VTI does not have the curricula to develop graduates with good skills in
software development, although the main input to the sector would be highly skilled professionals.

It would also be useful to launch some initiative for the food processing industry. There is little information about this

sector, but it appears that it includes quite a number of informal small household enterprises that may have the potential
to grow, but are suffering from all sorts of deficiencies, both in terms of management skills and technical expertise.

The context for any local initiative is currently complicated due to tensions between local government and the private sector.

Some private firms think the only things done by the local government are collecting taxes and imposing fines, and believe
it doesn't care about businesses. Some government officials do not see serving businesses as their responsibility.

Chamber of Commerce

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
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centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's
development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main
industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, manufacturing textiles and garments has
provided the economic backbone of the city. However, in the mid-1980s the industry entered into a recession and many SOEs

were closed down, which led to a heavy loss of jobs. In recent years, quite a number of private garment and textile firms have
been established. The textile and garments industry still accounts for more than 30% of industrial employment in the city.

The other main economic activities are food processing, software and tourism. Food processing is a traditional
industry, but enterprises are primarily at the household scale, and today the sector still consists of small informal
firms that are both producers and manufacturers. Some farmers have, however, received large orders from some

new fruit juice manufacturing firms that are pursuing food processing industrially.

The software industry is also a growing sector, with more than 40 companies and 8,000 employees, with a few small
hardware suppliers to the sector, and retail shops selling the developed accounting and book-keeping software to
the few local customers. Most of the software products are exported to other areas.

The pagoda is the main tourist attraction, and draws visitors all year round. Recently, some tour operators have
introduced trips to the silk villages for tourists to see traditional weaving and skills techniques. This could become a

major hit with visitors in the future. However, the number of tourists has declined of late, primarily because other areas
seem to have been able to better develop their tourism industry, but little is known about what exactly they have done.
It is important to get a better understanding of this type of competition and thus perhaps develop the tourism sector,

in particular by launching new attractions. What is also essential in this respect is an upgrading of the hotel
infrastructure, which consists of largely informal guesthouses.

City A has a poorly developed business support structure. The procedure of applying a loan is very complicated and
takes a large amount of time. In any case, it is difficult for private firms, particularly small private firms, to get loans

unless they are connected.

The vocational training school is offering a variety of courses, but none are really relevant for any of the emerging

sectors. The Chamber itself is advocating for the private sector and trying to attract investment to the province.
Moreover, it is promoting seminars and presentations about current business issues. There seems to be a growing
demand for business services especially among the small enterprises.

Role Description of the Chairman of the Chamber of Commerce

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce
poverty and create jobs. You think that in recent years the local economy has been stagnated, largely because of the

over-regulation by the local government. Some firms are moving to nearby cities with a business-friendly environment
and low taxes. Recently, neighbouring cities lured two large projects.

From this perspective, it is even more important for the Chamber to collaborate with other stakeholders, in particular
with the Vocational Training School and the Association of the Garment and Textile Industry, to ensure that the city

does not become an unattractive place for businesses.

Regarding practical activities, it is paramount to strengthen the diversified economic basis of the city. The textile and

garments sector is emerging in a strengthened way from its crisis, and it should not be a priority target of promotion
activities. It is more important to help traditional industries, such as food processing, to cope with increasing competi-
tive pressure, in particular by leveraging the traditionally high quality and unique characteristics of their products, such

as dried beef, pork in banana leaves, preserved cucumbers and more recently fruit juices.
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It is also important to promote the software industry, which is suffering from the paradox phenomenon that it is
technologically much more advanced than its customers. And it is particularly important to promote the tourism

sector, in particular by creating new attractions with a better hotel infrastructure.

The Chamber participates in the organisation of semi-annual meetings between local businesses and the local

authorities. The Chamber's resources, however, are too limited to establish more ambitious activities in the fields of
specialised training and consulting services. Recently, the chamber published its first "Directory of Enterprises".
According to the director of Chamber, the enterprise sector is only now big enough for such a product to be commer-

cially viable. The book lists contact information on all 653 member enterprises of the Chamber, of which 78 are SOEs.
In future editions, non-members of the Chamber will also have the chance to be included.

Association of Garment and Textile Industry

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism
centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's
development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main
industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and

garments has been the economic backbone of the city. However, in recent years the sector has been declining.
Reviving the sector is the top concern of the Association.

At present, there two types of garment and textile firms in the City A: one is the large SOE, which suffers from a large
amount of debts accumulated over past years, inadequate floating capital, out-dated production equipment and
inflexible operation mechanisms. The large number of redundant workers has made it very difficult to pursue reform

in those SOEs. The second type of firms consists of smaller private firms. These firms have a much shorter history,
when compared with large SOEs, but are developing at a considerable pace. The drawbacks of these private firms
include their small-scale, being so fragmented that it is hard to effectively integrate their resources to create a synergy.

Another problem of the sector is the lack of a complete value chain and the inadequate capacity of key production
processes. Most of the textile and garment factories in the city are manufacturing final products and the materials they
need, such as fabric, accessorial materials and accessories, are mostly imported from outside. Thankfully, support-

ing firms are now developing fast, particularly in the fields of fabric and embroidering. But, these firms are far from
meeting the needs of local garment firms.

Rivalry between companies with the same type of activity is strong, and it is based both on price and performance

(quick response, high quality, innovation). Since the EU and USA imposed a quota system on Chinese textile and
garment products, export-oriented firms are facing great pressure to survive.

The textile and garments industry still accounts for about 40% of industrial employment in the town and it is therefore

crucial to keep the sector competitive. An idea might be to use more local channels of distribution and local retail
shops to create local demand for products, most of which are currently exported out of the province.

Much less important are other traditional sectors, such as food processing and agriculture, where there is little value
added, although the agricultural sector is still the biggest in terms of actual employment numbers.

Role Description of the Chairman of the Association of Garment and Textile Industry

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce
poverty and create jobs. You believe that keeping garment and textile industry competitive should be a key element of
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the coming development strategy. The garment and textile industry is the traditional industry of the city and it still has
much room for further improvement. Furthermore, the market for garment and textile products is huge, even in China.

The industry is labour-intensive and the further expansion of the sector can generate a lot of direct and indirect jobs.
It also should be considered that during the recent years the sector has been revitalised, and the sales revenue of the
sector is moving towards the top of all sectors.

The measures you would suggest are to adjust composition of products and develop new products, as well as shift

towards higher value-added products. However, you think there are a number of obstacles in carrying out those

measures. Some of the garment firms expanded their production scale in such a shortsighted manner that most of

the newly added production capacities are concentrated on regular products that require relatively fewer investments.

The increase of profits, to a very large extent, relies on the scale of production and an improvement in marketing.

Firms hardly take time to investigate the market, increase the innovation capacity, enhance the skills of workers or

improve management. All of these are hindering firms in the development of products with higher added value.

The local government has been very supportive to SOEs and hardly pays attention to private firms. The local chamber

of commerce could take the lead in formulating and implementing an industrial strategy, but it is hesitant to assume

the responsibility. The reason is that the Chamber used to consider itself as a bridge between the local government

and the business community, and its principal responsibility was upward and downward communication; now the

Chamber wants to change its role but lack confidence to do so.

The local vocational training school is willing to update training curricula tailored to the needs of garment and textile

firms, but they don't have the resources to renew training facilities and train teachers for new courses.

A university in a nearby city is interested in opening a design and fashion centre and helping local firms to design

products. However, there is no consensus over who is going to run the design and fashion centre. One idea is a local

fair for final products, but both the traditional manufacturers and the new companies are not excited about this as they

fear that it will mostly help their local competitors in pirating their designs. It would be a good idea to locate it in City A

itself according to businesses, but local government believe it might be better to attach it to the university.

With regard to all the proposals, the members of the association are divided and there is no clear agreement on

which path to take. The association used to be considered by members as a semi-governmental institution, rather

than an independent organisation. Unfortunately for the government, this makes the associations less legitimate to

association members and thereby makes them less effective at understanding and then communicating to authori-

ties the full depth and breadth of business community needs. This situation is also reflected by the fact that only 45%

of the local enterprises operating in the textile and garment industry in the city have joined the Association.

Moonlight Garment Firm

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism

centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's

development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main

industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and

garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a

recession and many SOEs were closed down, which led to a heavy loss of jobs. In recent years, the industry has been

revived by some SOEs that survived the crisis thanks to in-depth reforms and the establishment of smaller private
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firms. The number of people engaged in this sector accounts for 35% of the total employment in the city.

Moonlight Garment Company is one of the largest garment companies. However, the increasingly fierce competition

coupled with the problems inherited from past years of operations as a SOE, such as the large number of redundan-

cies and inflexible mechanisms, has driven it into a very difficult situation.

The sectoral composition of the industry has also changed, with export knitwear becoming more important. Apart from

the companies that produce final products, there is also a growing sector of suppliers and subcontractors, in particu-

lar for silk and cotton fabrics, dyeing and embroidery. Many of these are small informal cotton and silk household

production units that receive piece-meal contracts depending on demand.

Rivalry between companies carrying out the same types of activity is strong, and based both on price and performance (quick

response, high quality, innovation). There has thus been a change in the value chain, as many of the new and smaller

companies are operating as sub-contractors for larger private garment manufacturing firms. Since the EU and USA imposed

quota system on Chinese textile and garment products, export-oriented firms are facing great pressures to survive.

The textile and garments industry still accounts for about 40% of industrial employment in the town and it is thus

crucial to keep the sector competitive. An idea might be to use more local channels of distribution and local retail

shops to create local demand for products, most of which are currently being exported out of the city.

Much less important are other traditional sectors, such as food processing and agriculture, where there is little value

added, although the agricultural sector is still the biggest in terms of actual employment numbers.

Role Description of the Director of Moonlight Garment Company

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce poverty

and create jobs. As the director of one of the largest garment companies in the city, you were invited to the meeting.

As an important employer and one of the largest companies in the city, your company has established good connections

with the both the local government and the chamber of commerce. The local government has been very supportive to the

company by giving preferential policies to ensure the smooth restructuring and reform. However, recently the chamber of

commerce has become critical of the preferential policies provided to SOEs in the garment sector, arguing that continued

preferential policies are doing more harm than good. They claim that government preferential policies should only be a

short-term intervention and the fact that SOEs in the garment sector still rely on government policies to survive means that

they are not competitive. The Chamber also argues that garment companies in the city lag far behind in terms of management,

the quality of human resources, information gathering and the quality of products. If these problems are not addressed

effectively, some of the firms may fail in the near future, which would lead to a heavy loss of jobs.

You have realised the urgency of these problems, but as the director of an SOE, you are constrained by many factors

when making decisions. This is why the chamber of commerce is increasingly looking towards the smaller garment

firms, which have shaved away unnecessary costs to be competitive.

Other support institutions are also progressively favouring the small firms. The Association of the Textile and Garment

Industry is increasingly believing more in the smaller firms as they enjoy higher flexibility, although the Association

has suggested that there is a need for technology transfer to the larger SOEs, such as machines with higher

production capacity. It seems that only the local government and the Vocational Training School still have faith in the

Moonlight Garment Company, although the graduates produced by the Vocational Training School are low skilled,

which doesn't exactly help your firm to be more efficient and productive.

There has been a proposal by the nearby university to create a Design and Fashion Centre, as well as management

upgrading courses, but this is hardly what you need at the moment. What you need is input on how you can make your
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production more efficient and information on how you can access international markets. Clearly, there is a high

demand for locally produced products, since other firms are faring okay with increased productivity. Findings strate-

gies on how to increase Moonlight's share of the pie is the challenge.

Software Industry Incubator

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism

centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's

development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main

industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and

garments has been the economic backbone and a major job provider of the city. Since the late 1990s, the software

industry has emerged as a second pillar of the local economy. The seedbed was a company that sold electronic data

processing services to textile companies. But the sector has long ago diversified from its close focus on the textile

industry. One of the local companies was briefly the domestic market leader in word processing, and another

company remains one of the market leaders for national accounting software solutions.

However, the software sector suffers from a number of limitations to its further growth. One of them is the lack of skilled

specialists, which leads to poaching between local firms and in turn erodes trust. It is notable that local training

institutions do not really respond to this bottleneck. Another problem is the lack of specialised service providers in fields

like network hardware installation and network maintenance, specialised software tools and printing of user-friendly

manuals on how to use the software programmes. There is only one publisher/printing house in the city and the quality

of the printed products is not good. But probably the most important problem is the lack of customers in City A itself. Local

demand for software (and hardware) products is limited, and finished products are exported out of the city.

Another economic activity, although modest in scale, is tourism. Mostly based around the local pagoda and some silk villages,

the number of visitors has recently declined, mainly because other localities have been more successful in attracting tourists

to their locations. It is important to continue to develop the software sector and to diversify the tourism sector, in particular by

launching new attractions. What is also essential in this respect is an upgrading of the hotel infrastructure, which is mainly run

by a number of inefficient public service companies who are not really aware of tourists needs.

Role Description of the Director of the Software Industry Incubator

Recently the Vice Mayor has called for a meeting with local government departments and representatives from the

business community to discuss how to improve the local economy in order to reduce poverty and create more jobs.

The conditions for local economic development have improved to some extent since the new Vice Mayor entered the office

in 2002. Before that, the close collusion with the SOE textile companies meant they were busily erecting obstacles for new

sectors, businesses and investors so that there was no competition for skilled workers, and wages could remain low. The

new city administration is quite rightly critical when it comes to the old SOE firms, and it has a fresh view and open mind

when it comes to innovative initiatives. It is very supportive of the establishment of the software technology incubator.

Three things would be particularly useful for promoting the software sector. First, the Department for ICT (DICT) at the

nearby city university have good intentions and are also knowledgeable about the research and development (R&D)

needs of emerging software firms. Stronger links should be established between the university and the envisaged

incubator. Second, it would also be useful if the local authorities could establish better conditions for the establish-

ment of a software cluster of firms, since when companies move out of the incubator they scatter all over the town,
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which makes inter-firm linkages difficult. Third, there is a need for highly skilled professionals in the software sector.

The software companies, the VTI and other training providers, as well as the university ought to sit down to discuss

this problem and come up with practical proposals to solve it.

The software incubator in the city is expected to start operation within the next six to nine months. It will be located on the

premises of a vacant, but renovated former poultry farm building, which is government-owned and has been provided by

the local government. The incubator building will offer space for 12 tenants (1,500 m2). Initially, the incubator staff will

consist of the director, a technical adviser and a business adviser. All three staff had previously worked at DICT in the

university of the neighbouring city. The director is quite experienced in running incubators. The software incubator will focus

on in-house tenants, who are expected to leave the incubator after 3 years of nurturing. The supervisory board consisting

of six members (director of the incubator, representatives of the local government, the Development and Reform Committee,

local banks and the DICT of the university in the nearby city) will select the tenants. Relevant selection criteria are start-up

enterprises in the software sector with a proper and viable business plan. The rent prices to be paid by the tenants are

about 20%-40% below market prices. The typical incubator advisory services will be offered, including access to finance

through cheap credit from the local bank. Training courses are offered to the tenants based on their specific needs and led

by practitioners and university staff from the nearby city. This is particularly important, since the vocational training provider

is effectively ruled by the SOEs, and useless when it comes to the software sector.

Tourism Bureau

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism

centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's

development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main

industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and

garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a

recession and many SOEs were closed down, which led to a heavy loss of jobs. In recent years the industry has been

revived by some SOEs that survived the crisis thanks to in-depth reforms and the establishment of smaller private

firms. The number of people engaged in this sector accounts for 35% of the total employment in the city. As the EU and

the USA have imposed quotas on Chinese garment and textile products, local export-oriented firms face a great

pressure to survive. One response may be to explore the domestic market. However, after China's entry into WTO,

many foreign organisations came into China, and have intensified competition in the Chinese garment market. A

more realistic way may be to upgrade products and produce more products with higher added value.

Other but less important industries are food processing and software. Food processing has been around for decades,

but not on an industrial scale, and the sector consists of a number of small very traditional household units. These do

not have any distribution channels beyond City A itself and most are unaware of how to expand their businesses if

there is potential to penetrate national markets. The software industry is an emerging and fast growing sector with

more than 40 companies are close to 8,000 employees.

Another pillar of the local economy is tourism. The main attraction is the local pagoda, the silk production villages, and

more recently so-called eco-tourism, which have been launched by a tour operator in Beijing in partnership with some

guesthouses and farms in the rural areas outside the borders of the town. Previously, the tourism department did not

have to make too much of an effort to attract tourists to City A, but recently the number of visitors has declined and the

pagoda and silk villages no longer attracts the same number of visitors. This means that fewer tourists make use of
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the hotel and restaurant service industry and money that used to be spent in City A is now spent elsewhere.

Neighbouring provinces have, for some reason, been able to attract tourists. It is thus important to diversify the

tourism sector, in particular by launching new attractions.

What is also essential in this respect is an upgrading of the hotel infrastructure and service industry. There are many small

private guesthouses in addition to the public service companies, but consultations between the various stakeholders have

never been held. A strategy on how to attract tourists again must be conceptualised and local government must get into

gear and act together with the private service industry. Little support has been given to this sector so far. The lack of initiative

by the tourism department is only one of the reasons why the business community wonders whether local government

sees the importance of the tourism sector as a new basis for economic development and job creation.

 Role Description of the Director of the Tourism Bureau

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce

poverty and create jobs.

The new public administration is seemingly interested in promoting local economic development. However, there is

an ongoing dispute between relevant institutions about the best way to do it.

The main task of the Tourism Bureau is to promote new attractions. A number of proposals have been discussed. The idea

of promoting "industrial tourism" - opening industrial companies to visitors - has not met with much enthusiasm from those

companies, even though some of them are nationally renowned brands. Another idea is to build primitive and traditional

guesthouses around the silk production villages and have tourists experience traditional life in the countryside. This would

widen the income base for the residents in the villages. A tour operator has already launched this sort of eco-tourism, but

the Tourism Bureau has only heard about this type of tourism and does not know anything about it.

What are needed are major attractions. Most promising appears to be so-called 'conference tourism' where national

firms and agencies go on seminars and retreats. This is an emerging market and City A could position itself as a

prime destination for organisations to bring their employees for training and team building activities. However, turning

this into a reality would involve a major effort by the public and the private sector. The public sector would have to invest

in hotel infrastructure upgrading, if not to build an entirely new hotel and conference centre, which would also require

an investor. The private sector would also have to invest in upgrading hotel facilities, which are currently not satisfac-

tory either in terms of quality of accommodation or in terms of quality of service.

 University in the Nearby City: Department for Information and Communications Technology

General Description

City A is a town of approximately 361,400 inhabitants. The city is an economic, transport, information and tourism

centre in the southern part of the Province C, and is also a leading city in the implementation of Province C's

development strategy. At present, City A has already developed into a new industrial area with a sound foundation of

traditional industries. The city has some 1,200 enterprises and 10,000 town and village enterprises. The city's main

industries include textiles, food processing, software development, tourism and agriculture.

The first textile and garments companies emerged in City A in the 1970s. Ever since, the manufacturing of textiles and

garments has been the economic backbone of the city. However, in the mid-1980s the industry entered into a recession

and many SOEs were closed down, which led to a heavy loss of jobs. In recent years, a lot of smaller private firms have been

set up. The number of people engaged in this sector accounts for 35% of the total employment in the city. At present, there

two types of garment and textile firms in City A: large SOEs and small private firms. SOEs have a long and fluctuating history,

but now suffer from a large number of redundant workers, outdated production equipment and inflexible operation
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mechanisms. Private firms are at another end of the spectrum: they have a much shorter history, as compared with large

SOEs, but are developing at a considerable pace. Although they don't have to bear the same burdens as SOEs, they

operate on a small-scale and constantly face a shortage of floating capital. Furthermore, the garment industry's private

sector is so fragmented that it is hard to effectively integrate their resources to create a synergy.

Other important sectors are food processing, tourism and software. Food processing is a traditional industry in the

city, and the sector consists of a number of small old-fashioned household firms with no support infrastructure, but

with high-quality products consumed locally.

Tourism is mostly based around the silk villages, which builds on traditional techniques. However, recently the

number of visitors to City A has declined despite the fact that tourism has increased in other parts of the country.

The software industry, on the other hand, is a growing sector, with more than 40 small firms and close to 8,000 employees.

The sector is fragmented though, and although attempts have been made to create a software incubator where inter-firm

linkages could be established and research and development (R&D) undertaken as a joint effort, nothing has materialised.

The city also has a relatively well-developed business support structure. The Vocational Training School is offering a

variety of courses. The Chamber itself is organising about 10 sectoral working groups, mostly for small businesses.

Moreover, it is promoting seminars and presentations about current business issues. There are three local banks,

but these rarely lend to the small enterprises.

Role Description of the Director of DICT

Recently the Vice Mayor convened a meeting to discuss how to improve the local economy and find ways to reduce

poverty and create jobs. The conditions for local economic development in City A have changed profoundly since

2002, when new members of the local government were elected. Several of your colleagues are now serving in local

government and communication is much easier.

The main challenge to a LED initiative is overcoming the resistance of the traditional local officials and the centralistic

planning process. This relates not only to the traditional textile and garment companies, which are calling the tunes

in the chamber of commerce and the sectoral associations, but also the vocational training school, which is closely

linked to them and that produces graduates primarily for the SOEs.

To make things worse, these players do not have a clear agenda, because they are internally fragmented. What the

city needs is an upgrading program for the textile and garments industry, so that companies can move into higher

value-added activities, i.e. high quality, fashionable products. Obvious proposals would be the creation of a Design

and Fashion Centre, which the university would gladly organise, or the organisation of management upgrading

courses. But local firms seem too conservative to favour such an idea.

Things are not much easier with other segments of the business community. For instance, software companies prefer to

poach experienced professionals from other companies rather than sending their personnel to our training course or

hiring the university graduates who, naturally, do not yet have much practical experience. The software sector is ruled by

mistrust and is also unable to come up with any organised effort to enhance competitiveness - which is a serious matter

because the local sector appears much stronger than it effectively is. There is an urgent need for skills development for the

software sector, and also for joint university-company R&D projects, which now can be conducted more easily after having

got the agreement and support from local government on the establishment of a software incubator in the city.

The director of DICT is a son of City A. He is strongly interested in and committed to the economic development of the city.

For this reason, he persistently and successfully negotiated with the local government and a local bank in City A to support

and facilitate the establishment of a software incubator. He believes in the economic future of the software industry.
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