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SECTION 7: DEVELOPMENT FRAMEWORK
7.1 INTRODUCTION
The preceding chapters provided a clear indication of the economic status quo and the various factors limiting spontaneous economic development and growth. The purpose of this chapter is to present a development framework that will address, overcome and remove the elements hampering economic development. Additionally, the development framework provides guidelines with regards to specific activities that need to be undertaken to unlock the latent development potential of the region. 
The development framework consists of a variety of building blocks. The first section of this chapter is dedicated to providing an overview of the interrelationships between the various building blocks. Subsequent to the orientation, the individual building blocks are discussed in greater detail. Emphasis is placed on specific strategic thrusts, underlying projects and project actions that must be undertaken to ensure that holistic and integrated development takes place. 

The chapter is discussed under the following headings:

· Building blocks
· Shared understanding of LED

· Thrust Identification

· Overcoming the constraints of Development

· Creating an enabling environment

· SMME and entrepreneurship development

· Sectoral development

· Conclusion

The outline of this section and the following section can be illustrated by Diagram 7.1 below.
7.2 BUILDING BLOCKS

The Makhado LED plan is founded on three core categories or building blocks. The first building block relates to establishing a shared understanding of the activities that need to be undertaken to stimulate economic development. This vision also underscores the necessity for a common agreement relating to the priorities of the LED interventions. The second building block focuses on overcoming the constraints hampering LED while the third building block aims to develop and exploit the latent development opportunities. The various building blocks emphasises inherently different focus areas. These focus areas are:

· Shared understanding: this building block emphasises the need to have a common vision and mission that directs and coordinates all the activities of the various role-players. This is necessary to ensure that activities are not replicated and that resources are channelled towards the projects with the highest cost-complexity-benefit characteristics. This implies that the vision, principles and objectives need to be developed, continuously communicated and reinforced
· Overcoming the constraints: A number of salient features within the local business community are hampering cooperation and collaboration. The activities associated with this building block focuses on removing the underlying obstructions to spontaneous LED
Diagram 7.1: Section outline
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· Exploiting latent potential: the third building block focuses on developing the latent potential and has primarily a sectoral focus. The selection of the activities associated with this building block are based on accepted economic and socio-economic impact maximisation criteria such as:
· Employment creation characteristics

· Multiplier effects

· Economic multiplier effects

· Strategic impact on the local economy

· Impact in terms of costs

Apart form the main building blocks, secondary supporting activities are included in the overall strategy. These secondary supporting activities relate to the creation and maintenance of an enabling environment and secondly SMME stimulation and support. 
The discussion on the development framework will commence with a shared understanding of the economic vision, economic principles and development objectives that will guide the overall LED strategy formulation process. This will be followed by a discussion on the remainder of the building blocks and supportive activities in section eight. 

Emphasis should be placed on following a dual focused approach to local economic development. In order to develop and extend an economy the existing constraints should be addressed in order to effectively address the latent economic development opportunities. The various issues associated with each of the building blocks are summarised within Table 7.1.

	Table 7.1:  Issues Associated With the Building Blocks

	Constraints
	Opportunities
	Enabling Environment
	SMME

	Fragmented business community
	Tourism potential
	Inadequate access to funds
	Growing informal sector

	Limited funding
	Unexploited agriculture opportunities
	Difficulty in attracting direct investment
	Small local market

	Intense rivalry and competition between businesses
	Latent manufacturing opportunities
	Infrastructure degradation
	Narrow business skills base

	Low levels of cooperation 
	Business focus on local market
	Constraining regulatory environment
	Latent entrepreneurial spirit

	Poor relative competitive position of the locality
	Export of low value added products
	Leakage of local capital 
	Limited business support

	


Source: Urban-Econ findings from workshops held on 13, 14 & 15 April 2005
7.3 SHARED UNDERSTANDING OF LED

A shared understanding of LED is critical in the economic development process. This provides a collective foundation to start from, setting specific development targets to work towards, and is guided by agreed upon economic principles. The shared understanding of LED is discussed through the use of the following headings.

· Economic Principles

· Economic vision

· Development objectives

7.3.1 ECONOMIC PRINCIPLES
Table 7.2 presents a set of guiding economic development principles to be acknowledged during the local economic development process.
	Table 7.2: Development Principles

	PRINCIPLE
	DESCRIPTIONS

	Sustainability
	Sustainability is vitally important on terms of economic, social as well as environmental impacts. Accurate assessment of this principle prior to the implementation of any project must be undertaken to limit the irresponsible application of resources

	Black Economic Empowerment
	In the light of the distribution of opportunities in terms of demographic characteristics, the development of the economy should be performed against the background of national BEE guidelines

	Employment
	All development projects that are implemented must be guided by employment creation as the ultimate goal of the project. In other words, where applicable labour intensive methods should be employed.

	Previously Disadvantaged Individuals
	A key target group of the interventions must be guided by selection, where fitting, of individuals and companies with appropriate profiles must receive priority attention during project implementation and deployment.

	Women, youth & disabled
	This integrates with the principles of BEE and HDI; special emphasis should be placed on the development and empowerment of women and youth. These groups should receive priority attention during human resource development and project implementation. 

	Income
	The improvement of the income distribution throughout the Makhado area will act as an emphasised focus in order to facilitate regional equity and equality in terms of development distribution.

	Comparative advantage
	Focus must be placed on the development of the existing comparative advantages within the region. Additionally these existing advantages should be expanded while the comparative disadvantages of the region in terms of non-economic indicators should be removed.

	Identified needs
	The prominence of developmental activities should be measured against the level of success being achieved in terms of addressing community identified needs. These needs should be translated into development priorities for the implementation of development projects.

	Foreign direct investment
	Attraction of investment from without the district is vitally important as this implies that funds are injected into the local economy. This also implies efforts to increase the internal levels of investment as well as the circulation of locally generated capital.

	Capacitation
	In order to exploit and implement the development opportunities throughout the local municipal area, the skills base of the local communities as well as the local municipalities as well as other government institutions. It is therefore implied that the skills and technical know-how must be expanded to fully take advantage of development opportunities.

	Latent potential
	The existing but under-utilised and unemployed development potential is viewed as latent potential. These potential opportunities should be developed as a matter of urgency to stimulate spontaneous development

	Linkages
	Interaction must be facilitated between economic activities as well as institutions must be forged. Therefore linkages in this context refer to both the flow of economic goods and services as well as the communication of both government and non-government institutions with each other.

	Efficiency
	The improvement of the efficiency can be regarded as an increase in the rate at which work (or specific tasks) is completed. This approach focuses on the outcomes that must be achieved. An overall improvement of the efficiency (of especially government institutions) is central to the initiation of the overall improvement of the investment climate. This term is viewed as “doing things right”

	Effectiveness
	Closely related to efficiency is effectiveness. This term is however aimed at the improvement of the relationship between the outputs and the energy or inputs required to perform a specific task.  Therefore, the focus should be “doing the right things right”.

	


7.3.2
ECONOMIC VISION
The strategic development framework is guided by an economic development vision and the underlying principles. These factors have a direct guiding influence on the objectives of the overall LED drive in the Makhado context.

The municipal vision in terms of the current Integrated Development Plan (IDP) is:

“Peace, harmony and prosperity in a healthy environment for all”

However, for the purpose of the local economic development strategy a more refined vision has been developed by important local stakeholders and by the local community:
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It is against this background that the strategic development objectives are formulated.  These objectives will guide the development of the strategic framework in order to implement the necessary strategic programmes that will facilitate the economic development of the area.

7.3.3
DEVELOPMENT OBJECTIVES
Based on the vision and the background of the current status quo of the local economy the following set of development objectives have been formulated for the Makhado LED Strategy:

· To initiate a process through which the local stakeholders and role-players can participate and be involved in the LED planning process
· To re-direct the efforts of the various entities in the local arena in a manner to ensure a collective vision is pursued
· To establish a network that can be utilized as a vehicle through which LED can be delivered
· To facilitate an improvement of the spectrum of employment opportunities
· To arrange local efforts to support national governments’ transformation agenda and to fast track “black economic empowerment” as well as the empowerment of the youth, women and the disabled
· Identify measures that will retain locally generated capital and increase the circulation of money while facilitating the injection of funds into the economy
· Facilitate an effective and transparent institutional framework through the establishment of economic networks and linkages between entities to ensure the coordination of development activities
· Promotion of sustainable economic development in parallel with the maximisation of the comparative advantages of the local area

In summary, the objectives of the LED can be summarised as follow:

[image: image3.wmf] 


Each of these building blocks (strategic thrusts introduced earlier) are discussed in the following sections. A homogeneous approach is followed during these discussions to facilitate a high level of readability. 

7.4 STRATEGY IMPLEMENTATION FRAMEWORK

The key issues, goals, objectives and economic vision guide the economic development intervention and strategic development programmes identified. The strategic programmes/thrusts which have been identified for Makhado include the following:

· Overcoming the Constraints to Economic Development
· Creating an Enabling Environment
· SMME & Entrepreneurship Development

· Sectoral Development

7.5 THRUST 1: OVERCOMING THE CONSTRAINTS TO ECONOMIC DEVELOPMENT

This subsection provides effective guidelines on how to overcome the constraining factors impeding economic growth in Makhado. The discussion commences with the purpose and importance of the strategic thrust, flowing over into specific identified projects and implementation guidelines, supported by identified role-players and sources of finance.

PURPOSE OF THE STRATEGIC THRUST
There are various factors that constrain spontaneous economic development within Makhado. In order to develop the local economy efficiently these constraining factors should be identified and addressed via specific strategic interventions. 

The purpose of the strategic thrust is to identify and address constraining factors to economic development in Makhado.

The limiting factors – classified into five main areas, are subsequently listed with a short description of each.

· Trust and co-operation (institutional constraints)

A key underlying development constraint is the low levels of trust and cooperation in the institutional sphere of the local economy. This relates to both the government sectors and the relationships with other non-government departments as well as to the private sector itself. In other words, the following relationships are not functioning optimally:
· Government to Government

· Government to Business

· Business to Business
It is necessary to formulate and clarify the roles and responsibilities of each of the categories in terms of the institutional roles and responsibilities in the LED process, resulting in an overall process of cooperation.

· Business competition 

Spontaneous local economic development is further impeded by the intense rivalry between the local businesses, “power plays” and politics between the local entrepreneurs. Due to small size of the economy (and the associated small buying power) businesses are in fierce competition to obtain a segment in the market, in most cases the power-plays lead to business closures and prevent new business entries, inducing a closed economic business system.

· Absorption rate of labour force

Additionally the skills levels and the general characteristics of the labour force is restricting development. There is a current mismatch in terms of available skills and skill requirements of local businesses. This induces low levels of local labour absorption within the economy, and induces higher levels of cost on businesses that import skilled labour from outside Makhado.  

· Access to funding (Public and private sector funding)
Access to suitable funding, together with the approaches followed to secure funding financial assistance needs to be re-aligned with the type of projects being undertaken.  This will enable the development and implementation of projects that will have an impact on the functioning of the local economy. 

· Inability to attract investment

Due to the state of the overall economy and level of community development the municipality is only able to attract limited levels of investment to the Makhado locality. The community and economic profile does not reflect a suitable investment climate. Furthermore, local economic development and the ability to attract investment is also constrained by inefficient, complex and lengthy planning processes, as well as, the limited resource capacity of the Makhado Municipality. 

In order to overcome these constraining factors, specific interventions should be identified and adopted. The subsequent section provides an overview of the thrusts and supporting projects identified to overcome the various constraints.

7.6 THRUST 2: CREATING AN ENABLING ENVIRONMENT

The following paragraphs describe the guidelines of the second thrust. It reflects on the guidelines on why to create an enabling business and investment environment.

PURPOSE OF THE STRATEGIC THRUST
The creation of an enabling environment is crucial for overall business development, retention and attraction and is also a central element of the LED Plan. It is therefore vital that the municipality provides support and assistance in order to ensure that the business environment is conducive and contributes to the successful functioning and performance of the local businesses. 

Local government is tasked with the delivery of services to the local communities residing in its area of jurisdiction. Through the enactment of the Municipal Systems Act of 2000 and the Municipal Structures Act of 2000, local government was given a mandate to deliver, apart from the traditional engineering services, economic development in the local area. It is against this mandate that local government needs to ensure that the local business environment is of such nature that spontaneous and organic economic development is enabled.  

It is implied that the creation of an enabling environment requires high levels of commitment from the municipality. The municipality needs to follow a focused process, where certain trade-offs are weighed and decisions made, these decisions should however follow through into implementation. Trade-offs refers to decisions made with reference to municipal resource allocation to projects on the basis of the potential level of economic impact.

The need for an enabling environment is viewed as two ends of the spectrum between the private and the public sector. The public sector tends to view the creation of an enabling environment as a mechanism through which redistributive activities can take place while the private sector views an enabling environment as one where profits can be maximised. 
It is therefore necessary to structure the creation of an enabling environment in a manner that a cooperative approach can be utilised to ensure that the private and public sector’s aims are addressed in a mutually beneficial manner. With reference to the role of the municipality in the creation of an enabling environment, the provision of efficient and effective service delivery is the central building block.  

The possibilities for good governance depend on institutional structures and the economic resources available for ensuring governance. Therefore it is necessary to develop a localized partnership consisting of appropriate role-players. The involvement of these role-players is vitally important for the overall success of LED initiatives. There is a growing recognition that fundamentally different kinds of governance, public management and front-line delivery of local public services are required. 

7.7 THRUST 3: SMME & ENTREPRENEURSHIP DEVELOP - MENT

National Government has placed increasing emphasis on SMME development as a cornerstone to local economic development, due to the fact that it represents approximately half of the total national employment and more than 30% of total gross domestic product. National Government has increased the local economic development fund, in order to enable municipalities to directly pursue job creation, poverty alleviation to increase income generation and support for SMME development. SMMEs have received increased levels of national attention in the form of investment, in terms of the development of state-initiated projects to supportive legislation, a variety of funding institutions and government incentives through the DTI.

It is vitally important to recognize that the local SMME sector needs to be supported together with the stimulation of entrepreneurship in the local communities. Business development is about fostering economic growth and employment generation. This development could be generated through growing existing local firms, intensive creation of new firms and attracting the relocation of firms to the local area. However, the growth of the SMME sector is the most efficient at mobilizing resources and transferring resources to different uses. 

There is another aspect of entrepreneurship promotion where municipalities could at least partly substitute for the role of national government: creating a “business-friendly” supportive environment and local “enterprise culture”. The era of “Big Business”, large socialist conglomerates considered small businesses as relics of the past, with little to contribute to economic revival and wealth creation. Now, the role of SMMEs as a force for economic renewal through job creation and development of innovative products and services has to be fully recognized and the attitude of becoming “one’s own boss” encouraged. Since SMMEs are the local phenomenon, this enterprise culture could be promoted at the municipal level.

The focus on entrepreneurship as a critical factor to economic growth also means that the municipality does not need (and should certainly not) wait for “the creation of national economic conditions within which business could flourish”. Instead, the municipality has to promote the economic change through, the established firms and new entrepreneurial firms even when national conditions are not very supportive.

PURPOSE OF THE STRATEGIC THRUST

SMME development is about building local economic competitiveness and the actions have to be conceived in a proactive way. SMME development should create and direct the changes, far from waiting for changes to become inevitable and only adapt to them or, even worse, to wait first for some action at the national level to spur the overall economic activity. 

Municipalities could contribute to the enterprise and entrepreneurial culture through:

· Programs/projects that encourage the enterprise culture, the enterprising values and attitudes among local population,

· Development of a business friendly and supportive environment within municipal offices, 

· Encouraging self-initiative and risk-taking behavior. 

This promotion of entrepreneurship locally demands that resources are spent to support activities, but a coherent framework of activities is vitally important. A lot could be done through low-cost activities using already established events or building on the support of different civic groups.

It is important to understand that there are various aspects that have an influence on the support structure of local economic development of which the strength and recognition of the SMME sector forms one. Business development in a local community demands an overall acceptance of entrepreneurship reflected in the following:

· Recognition of the contribution of entrepreneurs and SMMEs to society

· Possible support and encouragement of new venture creation

· Acceptance and encouragement of diversity

· Commitment to change, accepting uncertainties and risks of new development

· Long-term commitment and perspective.

The multiplicity of small businesses demands a much greater intensity of co-operation and increases the utilization of resources. 

Furthermore, it should also be taken into account that a local municipality only has a limited capacity to support SMME development. The factors that determine this capacity include:
· Quality of leadership

· Awareness of needs of local businesses

· Staff’s know-how experience and dedication

· Availability of resources

· National/regional assistance

· Informal networks

· Internal organizations: processes and procedures

· Key features of the political and economic system.

The Makhado Municipality should therefore with reference to SMME and entrepreneurship development address the following aspects within its capacity:

· Awareness and needs of local businesses

· Availability of resources

· National/regional assistance

· Informal networks.

The other factors are addressed under the other thrusts:

· Quality of leadership

· Staff’s know-how experience and dedication

· Internal organizations: processes and procedures

· Key features of the political and economic system.

From the preceding, it is evident that the focus of this thrust is to position the municipality in such a way to form a concrete support network to assist the formation of an entrepreneurial culture and stimulate SMME development.  

The projects identified under this thrust relate to the following support measures:
· Finance and funding

· Promotion of business networks

· Business incubators

· Extension and information networks

· Skills and training.

7.8 THRUST 4: SECTORAL DEVELOPMENT

The following paragraphs provide an overview of the main sectors viewed as economic drivers in Makhado. This subsection provides background to the purpose of the development of these sectors.
PURPOSE OF THE STRATEGIC THRUST
This section focuses on the development of the latent development opportunities identified in the previous chapters (Chapter 5 and 6). As indicated previous sections, the three sectors identified as the main lead sectors, include:

· Tourism

· Agriculture

· Manufacturing.

This does not imply that development opportunities in the remaining sectors can not benefit from the developmental activities i.e. they should also receive attention. The attention is focused on the sectors with the highest:

· Employment creation characteristics which is very labour intensive
· Economic multiplier effects – projects that induces a ripple effect within the economy inducing wider levels of economic impact on more than one sector

· Strategic impact on the local economy

· Cost benefit ratio.

Due to the fact that economic growth is limited by the small market, it is important to focus on strategic interventions on how to strengthen the local market. As mentioned above the sectoral thrust consists of a number of core elements. Each of these core elements will subsequently be discussed in terms of the importance of each, underlying projects and specific implementation actions.

7.8.1 TOURISM DEVELOPMENT
Tourism is a quaternary economic activity, which means that it cannot be defined as an individual economic sector; instead, the activities that make up tourism are spread across the range of definable economic sectors, mainly trade, catering and accommodation. This emphasises the ripple effect that the development of the tourism sector can have throughout Makhado.

Tourism is a labour – intensive- peoples-based industry, which means that when tourists visit a destination they not only “buy” physical amenities but also skills and services of the local tourism employees.

Studies indicate that locations typically place the highest priority on hard infrastructure (hotels, roads etc.) while the soft infrastructure (human resources) tends to be an after-through. Consequently, work force development and training programmes are often implemented on an ad hoc basis, with skills-specific programmes that focus on the current need in the tourism industry rather than long-term goals and development.

Before specific guidelines and projects can be identified that will enable the development of the Makhado tourism sector it is important to understand the current tourism status quo. 

At present, the Makhado Municipality does not have any set objectives regarding their expectations from the tourism sector, hence the introduction of the ‘Tourism Development and Marketing Plan’ which was prepared by STRISA in September 2004. The plan is based on the Provincial Tourism Growth Strategy. This Strategy calls for a doubling of the contribution that the tourism sector makes to the Provincial economy over the next five years. 

Furthermore, the current situation reflects:
· Based on the total number of beds available; the average bed occupancies; the average ‘per night’ tariffs, and the estimates of the value of ‘other purchases’ such as meals, entertainment and gifts, has produced a figure of R 117 million as being the present earning level of the local industry per annum. The target for Makhado should then be to secure earnings of R 234,6 million by the year 2008 (STRISA, 2004)
· The business sector is expected to grow at approximately 4% per annum, the leisure sector by 10% and the ‘in transit’ sector by 6%.
· There is a poor level of utilization of the TIO.

· There is no unified overall plan for the promotion of tourism in Makhado and no organised participation and cooperation from stakeholders.

· There is little activity in tourism human resource development and limited skilled people are found in the local tourism industry.
Tourism does not happen by itself. It needs the right type of attractions, amenities and accessibility, and a reasonably safe, healthy and friendly environment. It does not only have positive effects for a destination, but also some potentially negative ones in terms of an increasingly fragile environment and social values.

Tourism benefits from current initiatives should be utilised optimally, for example the Tourism Development and Marketing Plan that was compiled by STRISA, as well as the Limpopo Growth and Development Strategy. 
The economic benefits of tourism are mainly in tourist expenditure, job creation and stimulation of wider economic activity. Tourism is a labour-intensive industry. Research indicates that in many regions one new job is created for every 11 tourists. For each employment opportunity directly created (in hotels, retail outlets, restaurants, etc.,) a further five job opportunities are created or maintained indirectly at many destinations.

Tourism has the ability to act as a stimulant and catalyst for economic and employment growth. Tourism also forms one of the dominant empowerment approaches, involving PDIs.

The following components have become critical in tourism development:

· The identification, development and promotion of so called USPs – Unique Selling Points

· A permanent standing with large tour agencies, especially foreign agencies

· Broadening of the tourist base to make provision for the latent but growing HDI demand

· Involvement of HDIs in all facets of tourism.

It is therefore evident that to develop the tourism sector, the potential within the market should be identified, the growth potential of existing initiatives should be identified and exploited, the target markets should be extended and niche markets should be identified.

The development of tourism in Makhado will focus strongly on supporting and extending current initiatives such as that of the Ribolla Tourism Association, Soutpansberg Tourism etc. It will also further require an appropriate measure of how to identify, protect and manage the current tourism attractions as well as promoting the overall development potential of the area. This should also be extended by concentrating on the latent tourism potential within the municipal area.

A tourism cluster should be developed based on the concept that the future growth of tourism is determined by two factors namely market forces and external elements/mega drivers. Market forces are defined as the demand for and supply of products and services. External elements are described as factors not directly related to tourism, but which influence the extent of demand for such activity. It is also assumed that mega drivers will ensure that tourism continue to expand and grow in the world economy while market forces determine the future trends of the industry. 
It is therefore important that all of the current and planned tourism projects should form part of one integrated tourism cluster. However, each of the projects should be unique in its own sense in order to attract different portions or segments of the local tourism market

The focus of tourism development in Makhado should adapt to changes in terms of the demand for specific facilities and activities. It should also focus on identifying mega drivers within the market and should build on developing and promoting supporting activities.

7.8.2 AGRICUTURAL DIVERSIFICATRION & BENEFICIATION
Farmers on a global scale have become increasingly diverse in their agricultural produce over the last few decades and some degree of diversification has always existed in the agricultural sector. Farming is grounded in the seasonality and risky nature of planted crops. Diversification is thus seen as a method to cope with risk and crop vulnerability. 
In terms of LED, agriculture diversification is seen as a livelihood coping strategy for the farmer; increasing profits through new products such as organic farming essentials; broadening the local export base; and the creation of additional employment opportunities. Agriculture diversification also has indirect spin-off effects on the secondary sector. Opportunities are now created in the agro-industrial sector in terms of packaging and value adding, which creates even more employment opportunities. 

Viable agricultural crops, with clearly defined markets need to be identified for available agricultural land and planning programmes initiated within Makhado. As part of these strategies, new and innovative agricultural practices need to be taken into cognisance. 

It has become evident that traditional agricultural production methods will not be able to meet the demands of a growing South African population for much longer. Towards the end of the 20th century, Research and Development subsequently focused on the development of alternative food production techniques that would be able to address increasing demand in a safe and sustainable way. In this context, the biotechnology industry gained momentum towards the end of the 20th century. This term is defined as ‘the application of scientific and engineering principles to the processing of materials by biological agents to provide goods and services’ (OECD, 1982: 18). 

The application of biotechnology in value-added production in Makhado needs to be considered in order to improve the output of the sector and to contribute towards the diversification of the economy. 
Agriculture value-added enterprises represent excellent business development opportunities for the local community of Makhado because the community is located near raw agricultural inputs and can turn the Study Area into a competitive advantage and build on local job skills.

With declining employment in the South African Agricultural sector, workers leaving these industries are more likely to be able to transfer their skills to value-added enterprises than to non-agriculture manufacturing and service industries. Creating value-added jobs in Makhado can improve the diversity of the local economy, increase local incomes, capture higher profits locally, and use the local natural resource base more efficiently and sustain ably. 

7.8.3 MANUFACTURING SECTOR DEVELOPMENT
The development approach followed towards the manufacturing sector is two pronged – firstly it focuses on the development of the existing business concerns and secondly on the development of potential business developments within the locality.

The approach followed focuses on the removal of development barriers which are faced by investors (local, national and international) i.e. limited information, establishment costs as well a lack of a fast-tracked method to obtain information relating to the local conditions. 

This is supported by the stabilisation of the current industrial base, viewed as a critical element in the deployment of this thrust. This is based on the retention and development of the industrial base – focused towards business retention, expansion and attraction drive.

It should be further emphasised that the manufacturing sector is mainly focused towards value adding to local produce/ raw materials and supporting mining concerns. A number of engineering concerns exist with reference to mining and mining related support services, agriculture related irrigation and general engineering. These categories are further supported by agro-processing activities. This provides the opportunity for industrial expansion and the development of new opportunities and markets.
Agro-processing is an industrial process closely linked to the agricultural sector, and which uses raw agricultural produce as input. Traditional forms of agro-industry can be located on agricultural land and serve small local markets as well as the tourist market. Sometimes agri-villages are established around such activities. If these villages are input-orientated, they will often be situated in rural areas, but to benefit from economies of scale they are located centrally to large areas of agricultural production.  
The latent development potential within the manufacturing sector is predominantly linked to agro-processing. In order to exploit these opportunities the following aspects are important:

· Niche Markets should be identified to be targeted for pro-active development promotion by means of commercial farming

· Opportunities for small-scale farming aimed at job creation, transfer of skills and redistribution of wealth is important

· Potential forward linkages should be identified with manufacturing and the associated agglomeration advantages leading to the creation of viable agro-industries

· Agricultural and business associated support services should be developed and provided

· Access to larger supply chains and markets should be promoted.
7.9 CONCLUSION
The development programmes are formulated for guiding municipal wide LED efforts. The importance of these strategic development programmes which have been discussed in the afore-mentioned sub-paragraphs, are significant when planning local economic development initiatives that is to change the current state of the local economy. From these programmes, projects are accordingly identified within each thrust and then prioritised so that the more important and essential needs be addressed first and that further economic development initiatives can be build on that basis. Therefore it is important that programmes such as economic infrastructure support be effectively in place so as to start promoting initiatives such as tourism. 
It is important to note however, that the Makhado Municipality must posses the technical know-how and capacity to enforce these strategies. Because this is not always the case, local municipalities should take cognisance of the role of the district Municipality in the building of capacity where it is limited in Local Government. 

OBJECTIONS FOR ECONOMIC GROWTH





Beneficiation of primary products


To increase employment opportunities


Create a competitive skills base


Implement and upgrade existing infrastructure


Implement supporting services


Increase SMME opportunities


Ensure the involvement and participation of all stakeholders in the local economic development process

































































VISION





Makhado Municipality must pro-actively coordinate services and support for the poor people, through capacity building, marketing, job creation and rural funding. It should also strive to develop a business environment which will be supported by effective and transparent institutional processes, which will enable a conducive business and investment environment in which sectoral development can take place, with the promotion of SMME and entrepreneurial development.
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