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SECTION ONE: Introduction

1.1.
Introduction
Urban-Econ: Development Economists was appointed by the Phokwane Local Municipality in reaction to a request for the formulation of a Local Economic Development Study (LED) in order to address the challenges of poverty and development in the area. In addition, Aganang Development Services was appointed to provide assistance in the execution of the project. This document has been produced in accordance with the requirements as set out in the Phokwane Integrated Development Plan (IDP).
The Northern Cape Province is characterised by high levels of unemployment and high levels of household poverty. As the Phokwane Municipal area falls within these borders as one of the Local Municipalities in the Northern Cape, it too is characterised by low levels of income. In keeping with the Constitution and the White Paper on Local Government, the onus for social and economic development, as well as job creation, rests on local government.  In this regard the Phokwane Municipality therefore poses to promote these issues in order to create an environment, which is conducive to economic development. 

1.2.
PURPOSE OF THIS STUDY
The purpose of this study is to investigate the options and opportunities available to broaden the local economic base of the area in order to address the creation of employment opportunities and the resultant spin-off effects throughout the local economy.

The LED study forms part of the IDP process and is one of the stepping-stones toward achieving local economic development within the Phokwane area.

It is imperative that actions should be taken to diversify the local economy from its dependency on resource activities towards production in the secondary and tertiary sectors. An important development principle underlying economic development is the broadening of the local economic base. This includes the introduction of new activities in the area (e.g. introducing the growth of drought tolerant crops), exploiting latent mineral resources identified through beneficiation and the consequent establishment of SMME’s.

However, it is important to understand that this area hosts poverty-stricken communities who are currently experiencing high levels of unemployment.  Basic services such as water and sanitation are not provided in all areas and there is a lack of appropriate institutional structures.
1.3.
METHODOLOGY
The following approach will be employed in developing an Economic Strategy for the Phokwane Municipal area. It clearly defines each step and actions to be taken during the execution of the study. 
           FIGURE 1.1 - Methodology
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1.3.1.
Step One: Orientation

The Study Area orientation included the assessment and analysis of a number of actions, which addressed:
· Finalisation of the project brief in terms of the goal and objectives.

· Composition of the Inception Report.

· Study of the existing information base.

· Agreement on the final and interim deliverables.

· Profiling of the various economic sectors.

· Socio-economic characteristics of the area.

1.3.2.
Step Two: Economic Potential Analysis

This step deals with an analysis of the development potential within each of the sectors in the local economy. A detailed analysis of trends, growth rates, potential for development, SMMEs, issues, problems, etc. forms the basis of this step.   
1.3.3.
Step Three: LED Indaba

The main objective of this step is the identification of suitable LED projects. This step includes a coordinated overview of relevant stakeholders between the task team and the Local Municipality.   
1.3.4.
Step Four: Local Economic Framework

The Local Economic Framework flows directly from the previous two steps. In this step opportunities and projects are interpreted and prioritised. An inventory of feasible projects is compiled together with selected anchor projects.  
1.3.5.
Step Five: Implementation Strategy

The aim of step five is to identify and initiate various funding sources, developing institutional structures for implementing and monitoring the LED Strategy, as well as identifying various development initiatives, which would be used to attract businesses and industries to the area.
1.3.6.
Step Six: Strategy Integration

The Local Economic Strategy is the final product of this study and includes the detailed packaging of projects and funding sources. This step aligns the LED plan with the IDP and provides guidelines towards the marketing of Phokwane Local Municipality.
1.4.
STRUCTURE OF THE REPORT
The remaining structure of the report includes the following sections:
· Section Two: 
Introduction to LED

· Section Three: Legal Framework

· Section Four:
Socio-Economic Profile

· Section Five:
Economic Profile

· Section Six: Sectoral Opportunity Analysis
· Section Seven: Development Framework

1.5.
LOCATION OF THE STUDY AREA
The Study Area is located in the eastern part of the Northern Cape Province (refer to Map 1) where it encloses the N18 highway, which links Vryburg with Kimberley. 

           Map 1 – Phokwane Local Municipality in Regional Context 
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             Source: Northern Cape Tourism, 2003
Most of the region can be classified as rural with large-scale agriculture and commercialised farming. The Study Area (refer to Map 2) forms part of a larger economic sub region whereby it is greatly influence by economic activities within neighbouring areas. 

In this regard, the Study Area is heavily reliant on economic activities located outside of its boundaries for specialised consumer products and services. The socio-economic conditions of people in the Study Area are also relatively poor when compared to those in surrounding areas. 

Map 2 – Phokwane Municipal Boundary 

[image: image3.jpg]Hartswater

REDETERMINATION OF LOCAL MUNICIPALITY CBLC7 eoe oepunonray | 254onal nfermaton lsing o the map ca be lrained

EXTENDING ACROSS PROVINCIAL BOUNDARIES OF BT L o | £

Fax:012.3422080 email: mdb @ datavord.co za

NORTH WEST AND NORTHERN CAPE e 19 ernet: v demaretion oy 23

Postal : Private Bag X123, Hatfeld, 0028

b





Source: Municipal Demarcation Board, 2003
Although a range of municipal and other services (infrastructure, schools, clinics, social services, etc.) are available in the Study Area, there is a general lack of sufficient facilities such as professional services, commercial, industrial, and so on, that could employ significant numbers of people and provide acceptable range, prices and quality to ensure that money is spent in the area. The Study Area is in the main reliant on the primary sector for employment opportunities, consumer products and services. 

Apart from Kimberley, the economic sub-region comprises the towns of Vryburg and Warrenton, which are located in close proximity of the Study Area. Unemployment in the Study Area is very high while the agriculture and government sectors are the main employers in the local economy. The labour force is relatively unskilled and poorly educated, while many of the employment opportunities are found outside of the Study Area. 
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