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TheIntegrated Sustainable Rural Development Strategy (I SRDS)

Executive Summary

The South African Government, in consultation with a wide range of key stakeholders, is now launching a
new stage of concerted effort to improve opportunities and well-being for the rura poor. In taking this step,
the Government is building on six years of experience with its own rura programmes, as well as assmilating
key lessons from similar efforts worldwide. The resulting “Integrated and Sustainable Rural Devel opment
Strategy” isidedligtic inits vison and practical in its focus on mechanisms of implementation.

The Integrated and Sustainable Rural Development Strategy (ISRDS) is designed to realize a vision that will
“ attain socially cohesive an stable rural communities with viable institutions, sustainable economies and
universal access to social amenities, able to attract and retain skilled and knowledgable people, who
equipped to contribute to growth and development ” .

The approach outlined in the strategy is applicable and viable for the entire country, and looks toward a
horizon of 2010. It will be implemented initidly in selected areas of concentration, or pilot areas, and
subsequently expanded. The strategy in its totdity presents an opportunity for South Africa’s rural people to
redlize their own potential and contribute more fully to their country’s future.

The implementation of the ISRDS will use and develop exigting indtitutional, planning, management and
funding mechanisms to focus the expenditure of government in the three spheres to more effectively and
efficiently respond to needs and opportunities. It is not predicated on additional funding from government. It
will increase the efficiency of the application of public funds in rural areas to create appropriate outputs in
the places where they are most needed. The structures and procedures of the Medium Term Expenditure
Framework will provide the mechanism for realizing nationa and provincial budget structures to meet
ISRDS objectives. Additiona funding will be the derived from the structure of deivery relationships that
will be established. Sources will include the private sector, public-private partnerships, organs of state and
the donor community.

South Africais in an idea position to take on board one of the key lessons of the internationa experience;
namely, that successful rural development must be implemented in a participatory and decentralised fashion
in order to respond to articulated priorities and observed opportunities at the local level.

The reform of municipal government places organs of loca government in a central role in integrating
programmes to achieve synergistic rura development. Many will need assistance and guidance to develop
capacity, but their role and responsibilities are clearly established. They are required to clearly identify local
development needs and opportunities and to plan to respond to these. They must dign their budgets to
achieve their planned objectives. They satisfy the core lessons of international experience as decentralised
and accountable entities managing participatory planning and implementation processes. They will be
supported by provincia governments which will co-ordinate, integrate and align planning outputs. Provincia
governments will also be key agents in the co-ordination and dignment of development inputs —from public
and other sources.

At the same time, the Presidency will provide strong strategic leadership and coordination. Each of the line
departments will make a critical contribution, and their efforts to achieve synergy and higher effectivenessin
their own programmes will be assisted by the strengthened integrative mechanism at the local (municipal)
provincia and national spheres.
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Section 1 outlines evaluation of international approaches to rura development, which have hinged around
inadequate loca capacity and tendencies to excessive centralization of decision making. Efforts to achieve
cross-sectoral delivery through integrated rurd development projects in the 1970's tended to fal on
inadequate proper local participation and inadequate building of local capacity. As a result, programme
design retreated to Sngle-sector approaches.

Recent experiences in programme design suggest that decentralization accompanied by promotion of greater
loca power and autonomy in decison-making can offer opportunities to improve outcomes. The evidence
indicates that a number of characteristics pertain:

= fiscal transfers must provide incentives for loca government and be transparent, predictable and
autonomous,

= an gppropriate legd framework must define relationships between different levels of government, and
must provide a clear role for non-government ingtitutions;

= inditutiona capacity to meet the responsbilities and obligations of decentralized authorities must be
created and nurtured;

= aclearly defined system of incentives and pendlties is required to contribute to more efficient investment
decison-making and to discourage misuse of funds.

Recent experiences in project design suggest that urban-rural bias and improved achievement of intended
outcomes are achieved where certain key characteristics pertain:

= targeting mechanism should be smple, explicit and memorable, based on objective criteria to minimize
political interference in resource allocation,

= participation in financing of projects and sub-projects generates a sense of ownership and aligns
investments to be true, perceived needs generate costs savings and increases local accountability;

= careful design of information campaigns is essential and technical assistance and training should be
accessible;

= project supervison during and after implementation is found to be a determinant of success and
sustainability; and

= income-generating projects should be subject to rigorous selection, preparation and technical assistance
and supervison and should provide services for a large number of community members under grict
operationa guidelines.

Section 2 presents a characterization of rural South Africa. It identifies those that are widely associated with
rural conditions around the world, such as high level of property; incomes constrained by economies that are
not sufficiently vibrant; increased relative cost of living because goods and services are more expensive in
the urban areas; sparse populations, and access to natural resource bases that cannot provide rura people
with a means of subsistence.

In addition o these common features, South Africa has some unique features and development challenges
derived from the legacy of planned poverty left by the former homeland system. South Africa has high-
density population areas, didocated settlements and resettled communities which are ghettos isolated from
economic opportunities. The level of interdependence of rurd communities and distant large cities is higher
than elsewhere. On farms in the former so-called white rura areas poverty is aso rife. Infrastructure s
skewed in favour of commercid farming areas, and rura people generally do not have access to natural
resources.



Some strategic pointers emerge from the above and from the further descriptive data in section 2:

= the diversity and complexity of rura aeas and poverty in South Africa must be accommodated in
flexible, responsive grategic planning;

= planning must take into account the nature of urban-rura linkages and aim for comprehensive regiona
devel opment where urban settlements form an integral part of the strategy;

= the marginalisation of agriculture, particularly in the former homelands, needs to be addressed, with
central acknowledgment of the role of women and gender issues;

= the impact of HIV/AIDS must be incorporated to respond to impacts on highly vulnerable rurd
households.

Section 3 outlines the legal and policy framework for rura development in South Africa and outlines some
achievements in the period 1994 to 2000. The key lessons indicated, are:

= public investment programmes have been beset by co-ordinaion and communication problems, with
frequent complaints of poor associations to community priorities,

= the reationship between nationa and provincid line function departments and Districts Councils in
implementation of programmes was not always coherent and focused;

= channels of funding for each sphere of government ‘rained on communities randomly with weak
responsiveness to community priorities,

= theingtitutiona framework to respond to these issues has been evolving over the period and isnow in a
coherent, ordered structure to support the principles of the ISRDS.

Section 4 presents the elements behind the vision of the ISRDS. They are:

Rural development: is multi-dimensional and much broader than poverty dleviation through socia
programmes and transfers; it places emphasis on changing environments to enable poor people to earn
more, invest in themsadves and their communities and contribute toward maintenance of key
infrastructure; a successful strategy will make people less poor, rather then more comfortable in their
poverty.
Sustainable: sustainability is derived from increased local growth, and were rurd people care about
success and are able to access resources to keep the strategy going.
Integrated: integration is complex and requires effective co-ordination across traditiona sectors in all
levels of government; the Integrated Development Plan (IDP) process will establish a primary locus of
integration a the municipal level.
Rural Safety net: safety nets are still needed, and South Africa is exceptional amongst developing
countries in that many of the key programmes of social assistance extend to rural people and prevent
much hardship. The findings of the current review of social assistance should be incorporated to
complement the ISRDS.
Key elements:

A vision of the growth processin rura aress;

A mechanism for integrating existing programs,

Design for new programmes if needed;

A defined locus of decison making;

A meaningful role for local government.

Clarification of financia flows and channels.

Key performance indicators or a process for generating them internaly to the strategy;
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Procedures to monitor the indicators;
Sequencing of actions that should take place in the short, medium, and long term.

The strategic continuum progress of the ISRDS is indicated in the following four phases:
0) Strategic problem/challenge definition.

(i) Strategic formulation.

(i) Implementation planning and business planning.

(iv) Ddlivery.

(V) Evaluation.

The ISRDS will integrate existing activities of government and therefore various elements are at different
phases in their own right. The management of the ISRDS it is now completing phase two and establishing a
clear focus on phases three and four.

Section 5 presents the operational approach of the ISRDS. It will build immediately on existing programmes
of government through a well-co-ordinated, bottom-up approach to rura loca economic development. Key
government initiatives will form a core of the integrated programmes on which ISRDSwill be built.

An initial focus will be on a manageable number of selected areas, or nodes, where the process at a local
level will be guided. The range of programme options will be customised in each node into a ‘basket’ of
services. The selection will be based on participatory decison making a loca level and will include
resources from government and other social partners. The chief instrument for integration will be the
mechanisms of |DPs as provided for in the Municipal Systems Bill. Technica assistance and management
assistance will be provided through IDP and ISRDS structures. The objective will be to bolster and develop

local capacity.

The primary source of funding is anticipated to come from better synergy of existing programmes rather than
allocation of significantly more funds to rura development in aggregate. Municipa councils will use the IDP
process to attract desired programmes from government and other sources.

The ISRDS will extend progressively from the pilot nodes. The strategy recognises the risks of over
concentration of resources from a stable resource pool in afew areas, but will put relevant indicators in place
to manage such tendencies.

Section 6 highlights some complementary measures to support the ISRDS, being:

human resource development and capacity building;
land reform: implement revised programme;
community based income generation projects,
socid assistance and safety nets; and

rural finance.

Section 7 presents the proposed ingitutional arrangements, which will operate in the politicad and
operationa areas.

In the political sphere the Presidency is responsible to the Cabinet for overal co-ordination and monitoring.
The Presidency will engage provincia Premiers to establish sound operational co-operative governance
understandings between these spheres of government. A core group of Ministers in Cabinet will be drawn
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from the Infrastructure, Economic and socia Cabinet Clusters. Each Cluster will ensure that sectoral line
function departments prioritise identified nodes and operate through the planning mechanisms of IDPs.

In the operational sphere, each node will be supported by a project team, led by a nodal delivery manager,
who will report to the nodal champion. Community based project teams will be established in each nodein a
range of formats and scales depending on local circumstances. They will integrate with designated nodal 1DP
structures. Extensive stakeholder mobilisation will be implemented.

In section 8 the following five dements of the implementation are identified:
ingtitutiona arrangements;
establishment of an information and knowledge base;
development of planning and monitoring systems,
establishing mechanisms of coordination; and
stakeholder mobilisation.

Three phases are identified, with specified actions for each element above over each:

Phasel:  The period from December 2000 to March 2001 (until the end of the financid year), will
encompass dl the immediate actions within the five elements identified for implementation
of the ISRDS.

Phase2:  The period from April 2001 to March 2004 will build and expand the strategy and extend
operations into a greater number of nodes.

Phase3:  The period from April 2004 to March 2010 will manage the strategy into maturity.

The strength of the strategy liesin its emphasis on a mechanism that can achieve results on the ground. That
mechanism, in brief, empowers rural stakeholders to use the IDP process to select programmes that address
their priorities. The basket of selected programmes is financed a the municipal level through an expenditure
envelope comprised of the municipal budget, the commitments of the line departments through the IDP
process, commitments of donor organizations and NGO's, and public-private partnerships. Although these
resources were available in the past, they lacked the integrative mechanism described in the strategy.

viii



| ntroduction

1 This document builds on Cabinet Memorandum No 18 of 2000, A strategic approach to rural
development: An Integrated Sustainable Rural Development Strategy (ISRDS), discussed by Cabinet on 12
October 2000. The document incorporates comments received from Cabinet, Directors General and other
senior government officials. In addition, it has been enriched by severa substantive papers and comments
made by a wide range of stakeholders and organisations over the past six weeks during interviews,
discussions and workshops. Severa Departments and development agencies aso prepared and provided
substantive discussion documents on the issues involved.

2. The resulting document represents a logical exposition of the framework and arguments accepted by
cabinet, amended by the specific comments received. Particular emphasis is placed on the mechanism (“how
to”) and the indtitutional arrangements (“by whom”) to redlise the vision. In essence, the strategy is about
coordinating existing departmenta initiatives and programmes to achieve greater impact in the short term
and over a horizon to 2010. This approach and mechanism will be complemented by selected additional
initiatives, specificaly accelerated land reform and community-based income generating programmes.

3. The mechanism and the complementary support measures articulated in the document will ensure the
redlisation of the vision of the ISRDS, namely:

“attain socially cohesive an stable rural communities with viable institutions, sustainable
economies and universal access to social amenities, able to attract and retain skilled and
knowledgabl e people, who equipped to contribute to growth and devel opment”

A dtrategic objective of the ISRDS is “to ensure that by the year 2010 the rural areas would attain the
internal capacity for integrated and sustainable development” .

To achieve this vison, the ISRDS proposes that government leads in the consolidation, formulation,
implementation, monitoring and evauation of well coordinated programmes and projects, which will alow
for participation of al spheres of government and civil society.

4. The document is structured as follows: section 1 extracts lessons from the international experience
with approaches to rural development; section 2 briefly characterises rural South Africa; section 3 discusses
the implementation and design of rura development in South Africa since 1994; section 4 covers the vison
and the key elements of the strategy; section 5 explains how the approach will work; section 6 introduces
complementary measures to support the strategy; section 7 provides the ingtitutional framework for
coordination of the strategy; and section 8 details the phasing for implementation of the ISRDS.



Section 1. Theinternational evolution of approachestorural
development

5. Worldwide, the pervasiveness of poverty and poor delivery of basic services in rura areas of
developing countries continue to constrain development efforts. The prevalence of rura poverty provides
magor challenges to governments, organisations of civil society and developmenta agencies. The fallure of
many rura development projects during the last three decades has led those involved to consider in more
detail the factors that undermined successful outcomes. Prime among these are the issues of inadequate local
capacity and the excessive centralisation of decision-making.

6. As part of a global phenomenon, many developing countries (as well as transition economies and
even some wedtern industrialised countries) are now discovering that rural (and urban) communities, if
appropriately empowered, can often manage their own local development efforts, and sometimes
considerably better than any agency of the state. A properly worked through system of participation and
decentrdisation holds the promise to provide mechanisms for empowering communities appropriately,
though this process is by no means guaranteed.

7. Decentrdisation is often espoused in principle, but undermined in fact by ingtitutiona arrangements
and financia flows that fail to allow communities to articulate and act on their priorities. While it is true that
rural local governments are unlikdy initidly to be able to take on some of the more sophisticated functions
asociated  with  decentrdisation, the gains to rura populations—often ignored and effectively
disenfranchised by their urban counterparts—are potentially substantial and worthy of closer scrutiny. It is
clear that rura areas stand to benefit just as much, and often proportionately more than urban areas from
initiatives designed to build the capacity of local governments to manage their own affairs, and empower
locd communities to take responsibility for their own loca development programmes.

8. As policy-makers increasingly recognise the importance of the interrelationships between political,
economic and socid reforms, so they are discovering that processes of decentralisation offer a mechanism
through which these reforms can be carried out systematically and in paralel. Decentralisation efforts are
often accompanied by a broader interest in building more genera principles of loca empowerment, which
include efforts to improve accountability of sub-nationa governments to their electorates; to increase
transparency in their operations; to build more democratic systems of election; to promote greater fiscal
autonomy for local authorities; and to build socid capital in communities.

la) Characterigticsof Rural Areas

0. Rural areas throughout the world tend to have similar characteristics. Populations are spatialy
dispersed.  Agriculture is often the dominant, and sometimes the exclusve economic sector, and
opportunities for resource mobilisation are limited. These characteristics mean that people living in rurd
areas face a set of factors that pose major chalenges to development. The spatia dispersion of rural
populations often increases the cost and difficulty of providing rura goods and services effectively. The
specific economic conditions in rural areas result in fewer opportunities than in non-rural locations.
Consequently, the tax base is limited, so rural areas are rarely able to mobilise sufficient resources to finance
their own development programmes, leaving them dependent on transfers from the centre. Factor markets in
rural areas often operate imperfectly, rendering the search for efficient outcomes an extremely challenging
one. Furthermore, rura areas are often politicaly marginalised, leaving little opportunity for the rura poor to
influence government policies. In many developing countries, policies have aso consistently discriminated
againgt agriculture through high levels of taxation and other macroeconomic policies that have adversely
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affected agricultural performance and the rura tax base. A net transfer of resources out of rural areas has
resulted.

1b)  Evolution of approachesto rural development

10. During the 1970s, in an effort to extend the benefits of development to rura people, a regiona or
area-based approach was developed and adopted by many countries and by many international agencies.
The approach aimed to tackle rural poverty in a cross-sectoral manner through integrated rural devel opment
projects (IRDPs). But the mixed experience with IDPs led to the development of a detailed critique, which,
among other things, highlighted the failure to involve loca people properly in a participatory process and the
falure to build capacity as magor shortcomings. In addition, an overly centralised, blueprint approach to
programmes design left implementation agencies unable to respond to the demands of local people.

11 The subsequent retreat of national governments and the development agencies from an integrated
gpproach back to more traditional, single-sector approaches left development practitioners looking for new
opportunities to support rura development. Recent experience from a number of developing countries
suggests that programmes of decentralisation accompanied by pardle efforts to promote greater power and
autonomy in decision making for local communities can offer genuine opportunities to improve outcomes.

1c) Decentralisation

12, Growing evidence suggests that appropriately empowered and trained rural local governments can
make an important contribution to rural development. In this context, it is important that centrally-designed
systems of inter-governmental fiscal transfers provide appropriate incentives for loca governments. These
incentives can be supported by ensuring that budgetary flows are transparent, predictable and autonomous.

13. From the perspective of central governments, the ingtitutional dimensions of decentralisation often
centre around defining which forma governmentd ingdtitutions are to be involved and establishing an
appropriate legal framework to define relationships between different levels of government. Centra
governments have not generaly sought to define a role for non-governmental ingtitutions. Such ingtitutions
are often perceived to be technically backward and managerially incompetent, or to pose a direct threat to the
government through political opposition.  From the perspective of rura people, however, the ingtitutiona
situation they confront is likely to be far more complex and varied, comprising a whole range of central and
sub-national governmental agencies, parastatal organisations, as well as the full complement of non-
governmenta indtitutions, such as rdigious, culturd, political, socia welfare and economic organisations all
with their own “rules of the game” and individual objectives.

14. For a decentralised system to work effectively, co-operation is required at the loca level between
formal governmenta institutions and the range of less forma non-governmental organisations (NGOs) and
community-based organisations (CBOs). The involvement of NGOs and CBOs, as well as individuas
themselves, is increasingly being seen as an indispensable part of a participatory process that fosters
consensus building. It is at the interface between these formal and informal ingtitutions that the practical
implementation of decentralisation effectively takes place.

15. Indtitutional capacity plays a centra role in any decentralisation process. Falure of loca
governments to take advantage of the opportunities provided by decentraisation because of a lack of
capacity will result in poor outcomes. Local governments and other ingtitutions that cannot adequately
administer and account for grants or effectively mobilise local resources will find those powers swiftly taken

back. NGOs and other CBOs that lack manageria capacity or, aternatively, focus on furthering their
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organisation’s own ends at the expense of the broader community will undermine successful outcomes.
Improved capacity will not, however, on its own solve al the shortcomings, because the overall environment
in which such programmes take place is aso important. Capacity-building efforts that are carried out in
highly centralised gystems soon run into limits related to central constraints. Capacity enhancement and
devolution of functions must be pursued together and paced to complement each other.

16. Decentrdisation of fisca and investment decison-making from national to provincia and loca
governments contributes to more efficient decison making regarding investments, and to more efficient
implementation of projects.  Decentralisation of resource alocation and investment decisions to
municipalities and communities should be accompanied by a clearly defined and well-disseminated system
of incentives and pendlties to discourage the misuse of funds. Experience in Brazil and Bolivia, as well as
elsawhere in the world, including South Africa, under the centralised programmes of the 1970s and 1980s,
and subsequently under more decentralised approaches bears this out.

1d)  Lessonsof project design

17. When programmes are intended to benefit the poor or previoudy disadvantaged people, targeting
mechanisms should be smple, explicit, and monitorable. They should, moreover, be based on objective
criteria, should foster transparency, and minimise political interference in resource alocation. Identifying
clear criteria ex ante smplifies the task of designing the system of monitoring to ensure that project
resources do reach the poorest communities. The decentralised programmes of land reform in Latin
America, particularly in Brazil, Colombia, and Guatemaa demonstrate that ex post monitoring of outcomes
and effectiveness is crucia when proposals move quickly through design and approva and directly into
implementation.

18. Beneficiaries' own participation in the financing of subprojects generates a sense of ownership and a
willingness to share responsibility for the future operation and maintenance of investments. This finding has
been confirmed in Latin America, and is reported in the most recent review of successful land reform
projects in South Africa. Beneficiary participation in the selection, execution, supervision, and financing of
project investments ensures that investments respond to true, perceived needs, and generates cost savings and
increased accountability at the local level. Participation in priority setting and design of projects enhances
organisation, either of the community, group, or even the household, heightens awareness of available
programmes and services, facilitates participation and increases cost-effectiveness. Investments have greater
sustainability when the municipaities, communities, and/or households contribute to financing in a cost-
sharing arrangement and when there is increased beneficiary participation. For example, the participatory
process introduced in Northeast Brazil and Bolivia ensured better selection and prioritisation of subprgects
by beneficiaries.  Sustainability is aso promoted when communities, themselves, assume greater
responsbilities influence public investment expenditure at the local leve.

19. A widely disseminated and carefully designed information campaign is essentia to ensure
transparency and proper knowledge of the programme’'s objectives and contents by al potentia
beneficiaries. Technical assistance and training should be accessible to rural communities to enable them to
identify, prepare and implement their own subprojects, thereby augmenting their capacity to compete for
investment funds. Technica assistance should also be targeted to weaker municipaities to improve their
planning, management and financia capacity, and the quality of programme or project coordination.

20. Standardisation of subproject documents, technical designs and unit costs smplifies the preparation
and evduation of proposds. The availability of prototype designs for smple projects fecilitates the
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procurement of goods and works, prevents over-design of subprojects, thereby encouraging greater
participation by poorer communities and reducing bottlenecks in the subproject cycle.

21 Supervison, both during and after subproject implementation, is an indispensable determinant of
success and sustainability. It has to be reinforced at al levels and involve loca entities closest to the
communities, particularly municipal councils and NGOs. A user-friendly monitoring and evauation system
facilitates the subproject evaluation process, provides feedback and necessary information to improve
targeting and efficiency, and is an essential tool of management and planning. Project design should pay
careful attention to basdline studies as the springboard for well-designed M&E and for ex-post financid and
economic evauation of productive subprojects.

22. Subprojects intended to fund income-generating activities partialy financed through grants should
be subject to rigorous selection, preparation, technical assistance and supervision. Eligible productive
investments should be those that provide services for a large number of community members, whose
collective use is regulated by strict operational guidelines, and for which operation and maintenance is
assured by charging adequate user fees to both association members and non-members.

23. Decentralisation without explicit efforts to strengthen rurd ingtitutions and enhance participation of
rura people carries a high danger of urban bias and prolonged rura incapacitation. In the early stages of
decentralisation when urban and rural constituencies face a level playing field, urban residents tend to carry
off most of the benefits because they have more players and master the game quickly. An example is
Zimbabwe where there has been a commitment to a structure of local government for more than twenty years
now. Urban locd authorities, have taken effective responsibility in delivery of many services, and are
raising increasing revenues from loca taxes, whereas rura authorities have been perhaps less successful.
This experience suggests that smply creating loca authorities and assigning equal forma roles to al will not
avoid urban bias or address rural poverty.

24. To these lessons of the international experience can be added those of South Africa’s own efforts for
the past six years. Together they can inform the country’s entry into a new stage of efforts to achieve
sustainable rural development to improve the lives of the rura poor.



Section 2. Rural South Africa

25. South Africais characterised by high levels of poverty, especidly in rura areas. Approximately 70%
of South Africa's poor people live in rural areas, and about 70% of the rura residents are poor. Their
incomes are constrained because the rural economy is not sufficiently vibrant to provide them with
remunerative jobs or sdf-employment opportunities. Their cost of living is high because they spend
relatively more on basic socia services such as food and water, shelter, energy, health and education, and
trangport and communications services. Moreover, the natural resource base to which they have access
cannot provide rura people with the means of subsistence.

26. As in many countries, much of South Africa’s rural space is sparsely populated. The manuf acturing
base is weak due to poorly developed infrastructure. Local governments have little or no tax base and weak
human capacity. Agriculture and other natural resource based activities provide the basis for many
livelihoods. Traditional authorities retain more influence over the population than is the case in urban aress.
Rural areas are diverse, however, with concentrations of poverty and relative prosperity. Not al are poor.

27. Although rurd South Africa shares much in common with other countries, some features and
development challenges are unique. The demographics of rural South Africa reflect past policies and the
hurdles impeding efforts of rura people to maintain intact families. The legacy of the former homeland
system is one of enduring planned and deliberate poverty. Because of the past policies, rura South Africa
adso has high-density population areas and didocated settlements where people live in abject poverty. Many
rural people live in these ghettos isolated from economic opportunities, necessitating high costs of transport
for jobs and to accomplish basic tasks of daily life. Rura housing is often substandard or nonexistent, and
many people are migrants working in urban areas. Many of them are till living in urban dormitories with
attendant difficulties maintaining family and socid ties. As a result, the rura-urban continuum takes a
particular form in South Africa. The level of interdependence between rural communities and distant large
cities is higher than elsewhere, but there is a less organic linkage between rural areas and the towns near
them. Present settlement patterns reflect the distortions and discrimination of the past, but forced removals
under the old regime have made people reluctant to move as part of an officially promoted program. At the
same time, the population is till quite mobile in search of better living conditions and jobs.

28. Also unique in South Africa is the existence of rural areas comprised of resettled communities,

different types of people from former homelands, and people in mining towns. Around the mining towns are
specific types of rura areas where migrant workers live in hostels with some facilities and others live around
these areas with no facilities or jobs. In the former so-cdled white rura areas --mainly on farms-- poverty is
adsorife. Farm labourers in particular suffer from lack of opportunities and access to some of the most basic
services. As aresult of the factors above, the relationship between the character and distribution of poverty in
rural areas are very complex. The recent publication, measuring poverty in South Africa, from datistics
South Africa illustrates patterns revealed in the data from the 1996 census. Poverty is seen to occur under
varying conditions, as in Appendix 1.

29. There are many reasons for this state of affairs, but most of these reasons are rooted in policies
implemented in the past. If rural areas now had a foundation that would support greater earning and spending
power, the rural economy would be stronger, would grow, and would create more opportunities for wage and
sf-employment. Thus, it could be argued that if the South African economy had followed a different
development path in the past, rura poverty would not have become such a pervasive feature of our present.
Economies generaly grow by shifting human and capital resources out of the primary sectors (agriculture,
mining), first into the industrial sector and later into the services sector. This has aso been the case in South
Africa, where the trangition to a post-industrial age is already well under way. Yet there is compelling
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evidence to show that, in this process the primary sectors either failed to achieve their full potential or did so
in such a distorted manner that large numbers of people were excluded from the benefits of modernisation.

30. The development of the agricultural sector can be taken as a case in point, athough much the same
argument can be made about the development of mining and other sectors important to the rural economy.
South African commercia agriculture has followed a more capita-intensive growth path than should have
been the case, and significant agricultural resources lie unused in the former homeland areas. Both of these
phenomena have affected the income-earning potential of rural people. The entrepreneuria abilities of
African farmers were suppressed, first in the rural areas in general by their exclusion from the commercial
land market, and secondly in the former homeland areas where commercially viable farming became, by
definition, amost impossible.  Employment opportunities in commercia agriculture were (and still are)
largely limited to unskilled workers and thus poorly paid, and more than hdf of tota employment in
commercid agriculture is of a seasona and temporary nature only. Furthermore, this growth path has meant
that upstream and downstream industries related to agriculture (input provision, processing of food and fibre)
were stunted and urban-based, thus depriving rura people of further opportunities.

31 Infrastructure provison was skewed in favour of the commercia farming areas, and suited to the
needs of a highly controlled policy environment, including the agricultura marketing system. The cost of
living for poor rura people is, therefore, generally higher than it need be because of their lack of access to
trangport and communications infrastructure, basic amenities such as water and electricity, and socia
services such as health and education.

32 Rura people generaly do not have access to natural resources to support their subsistence. More
than 85% of the countryside is settled by commercia farmers, and the population pressure in the former
homeland areas has depleted the natural resource base to an extent that only a few communities can provide
for their subsistence needs in thisway.

2a) Rura areasand rural people

k. Rational and effective planning and implementation of rural development will to a large extent
depend upon an agreed definition of the rura areas of South Africa. However, there is little agreement on
what constitutes rural areas and rura populations, and ambiguities still surround the concept of rurd. A
related problem is that the rural/non-urban areas are far from homogenous and include geographical areas
and populations that often differ markedly from one another. For example, most concepts of rural areas and
populations include commercial farmers, subsistence farmers, some small towns and villages, and nature
reserves that have very different — and even contradictory — functions and developmental needs. In South
Africa these differences have been complicated by past policies of racia segregation and especiadly the
creation of independent and sdf-governing homeands that have reinforced some exigting divisons and
blurred others.

3. Overlaying these differences are a range of other variations including ecologica and natura
resources, human settlement patterns, language and cultural differences, lifestyle differences, the proximity
or distance of large urban and industrial conglomerates, etc., al of which contribute to the intricacies of the
rurd picture. Furthermore, because of their poverty and vulnerability, rura households commonly resort to a
variety of different strategies to ensure their surviva so that it has become more appropriate to describe their
economic activities as livelihood strategies rather than jobs or employment.



Box 1: Rural-Urban Linkages

Rural-urban linkages take many forms, some of which are particuarly important with a view to
developing a strategy for integrated sustainable rural development (ISRDS). The more dynamic
types of linkages are found in:

(@ the movements of people between rural and urban households (many of which are of a
circular nature), and these include temporary migration (as in seasona moves) and labour
migration (including weekly commuting)

(b) the more permanent migration of people from rural to urban areas and vice versa

(c) the movement of people operating from a single (urban or rura) household (as in daily
commuting or school trips, shopping trips and short-term visits)

(d) the movement of resources (such as money and remittances), commodities (as in the
production-market chains for agricultural produce), and services (e.g. mail delivery)

The more satic (or long-term) types of linkages are found mainly in the infrastructural con-
nections between rura and urban areas (e.g. roads, railway lines, and water, eectricity and
telecommunication networks).

In the absence of these linkages neither rural nor urban development can take place. The ISRDS
should therefore not only be aimed at integrating only rural development actions, but it should
also incorporate actions to integrate rural and urban areas.

35. Framing a successful rural development strategy will therefore depend on taking into account and
understanding the diverse and complex realities that congtitute the “rural areas’. Besides the diversity of the
rural areas, successful planning and implementation of rural development will require an understanding of
the complex linkages that exist between rural and urban areas (see Box 1 above).

36. Within this context, it is necessary to describe the rura population and their problems in greater
detail. Some 45% of South Africa's population live in non-urban areas, depending on the definition used. Of
these, some 85% live in the former homelands, and the rest on commercial farms and in the small towns. The
deepest poverty in South Africaisfound in therural areas. WWomen form the majority of therural population and
femae-headed households are particularly disadvantaged. Three quarters of the childrenintherural areaslivein
households with incomes below the minimum subsistence level. The poorest households aso have low levels of
literacy and education, difficult and time-consuming access to water, fuel and other services, and few
opportunities of gainful employment. This results in high levels of under- and manutrition, morbidity and
mortality of children.

37. Survey results show that the correlation between poor living conditions, poor access to services, time
spent obtaining water and fuel, poor schooling, low incomes, and large household size in rura aress is clear.
A basic needs indicator can readily be established according to scores given for the standard of sanitation,
water supply, energy supply and housing: On the one hand, 11% of rural households have adequate housing,
piped water, and acceptable sanitation; little time has to be spent collecting fuel, and none is taken with water
collection. On the other hand, nearly 22% of the rural population livesin abject poverty, with virtually no access
to any of these services. These households arelargely those in the lowest quintile (20%) of theincome spectrum.



3. The nature of poverty across the income spectrum in the rural areasis as follows:

Households in the three lower quintile income groups spend a great ded of time collecting wood and
water. This has important implications for the productivity of family members in income generating
activities, and especialy for women, who do 90% of the collecting and carrying.

Educationd indicators differ substantially across the five income quintiles, with the less than 20% of
adults in the lowest quintile having basic literacy sKills, as opposed to more than 50% in the highest
quintile.

While more than a quarter of the poorest quintile has access to agricultural land, their average
landholding is less than a third of a hectare (about 3000m?), and 85% of them have communal land.

39. An understanding of the sources of rural household incomes provides another perspective on the
nature of rura poverty: 4.3% of rurd households are totally marginalised and have no income; 11.4% are
dependent only on pensions; 16.2% are dependent only on unreliable remittances; and 9.9% are dependent on
reliable remittances. Women head the mgority of these households.

40. Farm workers are among the poorest and most vulnerable households in the rurd areas. Their
vulnerability is increased ty their dependence on their employers not only for employment and wages, but
also for services such as housing, electricity, schooling, access to medical facilities, water and transport.
Wages in the agriculturd sector fal well below the minimum living level and seasonal workers (who make
up a large part of the agricultural labour force) have the added disadvantage of earning approximately 10%
less than permanent workers. In addition to their wages, many farm workers receive payment in kind.
Furthermore, the educational qualifications of farm workers are low. For example, a survey conducted
among black farm workers in 1997 showed that about 50% of farm workers had no schooling and a further
40% had only been educated between grade 2 and 7.

4], In spite of this very clear concentration of poverty in rural areas, and considerable efforts by
government since 1994, very little change in the plight of rura people on the ground has been realised.
While various government policy documents have reiterated the importance of targeting state transfers to
rurd areas, this commitment appears to have lapsed when it came to funding allocations at loca levels. A
review of the 1998/99 Nationa Budget found that government spending remained skewed in favour of urban
areas. For example, while the provincia funds alocation formula is weighted 25% in favour of those
provinces with relatively large rura populations, it is clear that this weighted-alocation does not reverse
urban bias, as it merely compensates for the higher costs associated with servicing a larger rurd
congtituency. Moreover, research carried out on the alocation and focus of official development assistance
received by South Africa shows that only 13% of all these commitments over the past four years have been
alocated to rurd development. This commitment represents an amount of approximately US$400 million.
The ability of the agricultural and rural development sector to access donor funding, however, needs to be
compared with its capacity to disburse such funds. The rural sector performed poorly, with donor
disbursement rates showing that the sector only managed to spend 9.5 cents of every Rand committed.

2b) HIV/AIDS and the Rural Poor
42. HIV/AIDS is a universa strategic issue that poses extensive chalenges to rural development in
South Africa. The HIV/AIDS chalenge is particularly significant because it impacts on a range of

developmenta factors including economic stability and long- term sustainability. Further, there are generaly
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more limited resources available in rural areas (such as HIV/AIDS education and health care) and there is a
concentration of poverty, which means that the vulnerability of households increases.

43. HIV/AIDS affects not only the infected individua, but the entire household. This is particularly true
where the most productive member of the household is infected. Losses of human capital in relation to both
hedlth and skills have profound implications for productivity and outputs. Because of cutbacks in food
consumption due to financial and production constraints, as well as greater demands on the physical labour
of household members not suffering from AIDS, the infection of one member of a household usualy leads
to the deterioration of the health of the whole household.

44, There are a number of other examples of the impact of HIV/AIDS on the rura poor. The loss of a
spouse can have a mgjor disruptive effect on the agricultura cycle because of the divison of agricultura

labour between men and women. The neglect or inadequate performance of gender-specific tasks such as
land clearing, ploughing and the dipping of livestock on the one hand, and planting, weeding and harvesting
on the other, can have a magor impact on agricultural production as awhole.

45. It has been observed that some households have begun to cultivate crops near their homesteads
rather than in more distant fields in order to be able to take care of theill. There have aso been changes in
cropping patterns, with a shift from cash crops to subsistence farming. Other strategies for coping with
HIV/AIDS have included reductions in investments in agricultura inputs, reduction of areas under
cultivation (with consequent losses in food production and food security), reduced yields, cultivation of less
l[abour intensive crops, shifts to non-agricultural activities, and a decline in the care and hedlth of livestock.
Such trends have important implications for household income, productivity, the divison of labour in the
household, socia and human capital, and land tenure rights.

20) Strategic Pointers
46. A number of conclusions or “pointers” emerge from the above description of rura areas.

Both the rura areas and poverty represent diverse, multi-faceted, complex and dynamic realities, which
are often difficult to capture through statistics and other descriptive and measuring devices. This
diversity and complexity needs to be accommodated flexible and responsive in strategic planning.

Analyses of rural poverty also need to take rura-urban linkages into account. While the emphasis should
be on the incluson of locd rural towns into the ISRD initiative, linking rurd development with the
development of the larger (and sometimes remote) urban settlements should form an integrd part of the
strategy. In the ISRDS, the aim should thus be to bring about comprehensive regiona development, not
necessarily through the relocation or decentraisation of industry (as has been attempted in the past), but
by strengthening rural-urban linkages.

The marginaisation of agriculture, particularly in the former homelands, needs to be addressed. The high

involvement of women in agriculture in most of the provinces suggests that the issue of gender needs to
central in the ISRDS.

As HIV/AIDS is likely to have a significant impact on highly vulnerable households in the rurd aress,
strategies will have to be developed to mitigate its impact on such households.

Table 1 summarises socio-economic characteristics of rural communities in South Africa
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Table 1: Rural Communities

Socio-Economic Characteristics

Characteristic | Former Displaced and | Commercial Mining areas
homelands resettled farming areas
communities
Population : 500t010 |- 3000to - 10to 150 - 1000 to 15000
Range 000 20000 - Average - Average household
- Average - Average household size7
household household (labourer/te
Sze7 sze7 nant)
size7
Settlement type| - Scattered - Dense - Villages - Dense
- Homestead Settlements Settlements
Dense
settlements
Amenities - Shops, - Shops, - Shops, - Shops,
Clinics Clinics Clinics Clinicsusudly
usualy usudly usualy nearby
distant distant distant
Schools - Schools - Schools
usudly usudly usudly - Schoolsusudly
distant distant distant nearby
Formadand |- Formd - Commercid
informal dwdling schools
dwelings andsomein | - Informa - Formal (Hostels and
RDP houses and farm in some cases
accommodat houses)
ion
Employment - Subsistence | - Commuteto | - Labourers - Labourers (usualy
farming urban areas and tenants from nearby) and
Unemploym daily, for artisans (usualy from
ent—on weekly, commercial far away)
excess of monthly frame
30% - Unemploym
Under — ent — 70%
employment | - Remittances
50% from Urban
Sgnificant areas
remittances | - Informal
from urban sector
area
Off farm
employment
negligible
Average
household +/-R650 +/-R650 +/-R350 +/-R900 to +/-R4000
income (labourer)
+/-
R700(tenant)

Source: Department of Transport, Rurd Community Archetypes adjusted
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Section 3. Implementation and design of Rural
Development in South Africa: 1994-2000.

47. Over the past six years (i.e. 1994 to 2000) much effort within the framework of the RDP and later
GEAR has gone into the design and implementation of government initiated programmes intended to redress
past and present inequalities. The RDP gave priority to reducing poverty and inequdity through reviva of
economic growth, human resource development, and broadly based ownership of assets to achieve growth
with equity. Government Departments have contributed towards rural development through their
programmes in the following broad aress.

Economic development

Socid investment (i.e. socid infrastructure)
Human resource devel opment, and

Natural resource based programmes.

48. Many programmes in rura areas focussed primarily on poverty aleviation through investment in
infrastructure and provision of socia services. No comprehensive analysis has yet been done on the impact
of these interventions, to date attention has concentrated on the amount of money spent rather than on the
efficiency or effectiveness of expenditure. The programmes given most notice have been those that can
quantify the number of “deliverables’ rather than those that achieve important qualitative impact on peoples
lives — such as programmes improving rural qudlity of life through democratic self-governance. The March
2000 document by the Core Group of Ministers contains a detalled discussion on sdlected government
initigtives, by department, from 1994 to 2000.

49. During the same period the Government passed numerous pieces of legidation designed to ater
prohibitive ingtitutional arrangements and discriminatory practices that have denied rural people access to
resources. This legidation and the various policy documents providing the framework for the governmenta
programmes are discussed below.

3a) Thelegal and Policy Framework for Rural Development

50. Parts of a rural srategy for South Africa are well articulated in separate government documents
released since 1994, athough the absence of a single, recent, and comprehensive statement has led some
observers to argue erroneoudy that South Africa does not have a rural avelopment strategy. On the
contrary, the country has a strategy, and need not reinvent the important groundwork aready in place.
Attention can turn to redesign or revision of elements that have proven problematic in implementation.

51. The initid rural strategy for South Africa was formulated within the general framework of the
Recongtruction and Development Program (RDP), but the foundation for a sound rura strategy is aso
grounded in a stable macroeconomic framework provided by the Growth, Employment and Redistribution
(GEAR) program adopted in 1996. The land reform program is an important component of rurd
development and is presented in the White Paper on South African Land Policy issued by the Department of
Land Affairsin 1997. Recent revisons to the programme are presented in the Ministry for Agriculture and
Land Affairs document Land Redistribution for Agricultural Developmentin 2000. The agricultura policy
reforms are well articulated in Agricultural Policy in South Africa, adiscussion paper issued by the Ministry
for Agriculture and Land Affairsin 1998.
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52. The first document addressing rural development directly following the launch of the RDP was the
release in 1995 by the Ministry in the Office in the President of a discussion document Rural Devel opment
Srategy of the Government of National Unity. Renewed efforts to design arural strategy were launched
under the auspices of the Rural Task Team of the RDP office. This process led to the publication of The
Rural Development Framework by the Department of Land Affairs in May 1997. While its title implies
broad coverage, in redity the document focuses on rurd infrastructure, public administration, local
government, and rura non-farm employment. The document, however, draws attertion to the need for the
co-ordination of rural development. This discussion document was not confirmed as the government strategy
for rura development. As a result, the range of initiatives that emerged from the different government
departments were not based on a specific set of targets or common indicators, but nevertheless addressed
important elements of rural development.

53. The implementation of rura development takes place in the context of specific lega framework
consisting of many pieces of legidation. Important among these are:

The Condtitution of the Republic of South Africa, Act 108 of 1996
Housing Act, 107 of 1997

Restitution of Land Rights Act, 22 of 1994.

Development Fecilitation Act, 67 of 1995

Extension of Security of Tenure Act, 62 of 1997

Transformation of Certain Rura Areas Act, 94 of 1998

Abalition of Recidly-based Land Measures Act, 108 of 1991

54. A comprehensive andysis of al pieces of legidation and their possible impact on rural development
— amilar to the recent exercise by the Department of Housing — remains to be done.

3b)  Achievementsof rural development from 1994-2000

55. Some examples of achievements under the various departmental programmes include:

Promotion of small-scale mining activity through manageriad support, infrastructure investments and
support services.

Eskom completed 1.1 million electrical connections in rural areas between 1994 and 1999 and aso
providing dectricity to 3 891 rurd schools.

Spatial Development Initiatives (SDIs) created spin-offs such as job opportunities, socio-economic
upliftment, economic empowerment, upgrading of infrastructure.

Community based public works programmes focused on povertty dleviation, job creation and
infrastructure provision primarily in 3 provinces.

Investment in Water infrastructure development projects to increase rural communities access to water.
Working for water project.

Extension of telephone services to rural communities increased access from 20% to 40% of households.
Celphone network and TV signds have been extended to rural areas ensuring that most households in
rural areas now receive a TV signal.

Under the land reform programme 350 000 households gained access to 6.5 million hectares of land.

56. The Government also gained experience in delivering services through speciad instruments that
targeted poor communities since 1994. These instruments include Local Economic Development (LED)
fund, community water supply and sanitation, food security, rura housing technopreneur programme, Khula-
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start, Spatial Development Initiatives (SDIs), Local Business Service Centres, and Smdl, Medium and
Micro-enterprise (SMMES) incubators, agriculturd marketing, farming development, employment and skills
development services, development of self-sugtaining villages, establishment of IT centres, software distance
learning centres, web-internet laboratories, school awareness programmes, waste management programmes,
Phambili Nombane and others. Experiences under these programmes help to identify replicable programmes
that can be included in the basket of services provided under the ISRDS.

57. In addition to achievements under specific programmes, the government has aso had considerable
success in pursuing macroeconomic stability fundamental to successful rural development. Since committing
itself to the GEAR framework of macroeconomic stabilisation, the Government has maintained consistent
policies and has achieved tangible benefits. Key macroeconomic objectives have been reached, including a
reduction in the centra budget deficit and a fall in inflation to the lowest level in 30 years. Interest rates
declined sgnificantly in 1999 and early 2000, a development of potentia importance for land reform and
rural entrepreneurship more generally. However, the economy experienced lower than expected economic
performance. GDP growth has remained low athough positive, unemployment is high and chronic, and key
objectives of poverty reduction and improved service delivery remain largely unmet. Rural areas are
particularly hard hit by lost remittances and higher dependency ratios as unemployed family members return
to villages and former homelands.

58. In agriculture, one of the key sectors of the rural economy, important and ambitious agricultural
policy reforms were implemented throughout the 1990s. This improved sectoral competitiveness in a newly
open economy, and removed biased support programs that favoured the traditiona commercia producers
over new entrants. South Africa reduced export subsidies, reduced domestic support, and increased market
access in a genera move toward greater openness and reduced intervention in the agricultural sector.
Expensive programs of drought relief were replaced by improved incentives and information for producers to
manage and reduce risk. Credit subsidies and special tax breaks for capital investments were removed, as
were single channd marketing boards that administered support programs in the past. Changes are far-
reaching and have produced a significant adjustment without a ckcline in aggregate agricultura output.
Agricultura growth throughout the adjustment period has been positive, as non-traditiona exports expanded
to replace area taken out of grains and staples.

59. The fact that this adjustment was accomplished without a fal in aggregate output is impressive
testament to the robustness and dynamism of commercid farming in South Africa As part of the
adjustment, however, agriculture, like other sectors, shed labour, thus adding to adready high and rising
unemployment. Well-established commercia farms invested in new equipment and shifted the cropping mix,
simultaneoudly shifting into competitive products and reducing demand for labour. Producers within the
former homelands and in poor rural areas, on the other kand, had more trouble adjusting, since they were
highly dependent on services delivered by parastatals and on investments financed by non-commercial
development programs. With the dismantling of the parastatals and discontinuation of the traditiona
development programs, these producers face deteriorating and costly infrastructure (e.g., irrigation), and poor
access to agricultural services (e.g., machinery services). Unlike the larger commercial farmers, these
producers do not have the financia capacity to assume additional costs or to adopt aternative technology.

60. A number of other initiatives were aso launched in the agricultural sector to improve the economic
potentia of this key sector of the rural economy. These initiatives included the Land Care Programme (See
Box 2 for an illugtration of the impact of interventions under this programme), and various programmes to
enhance access to agricultural support services and markets— al in an effort to improve agricultura
opportunities for rura households. The South African congtitution establishes municipalities as the entity
responsible for providing basic services, and this assgnment is reinforced in the White Paper on Loca
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Government of 1998. The Municipa Infrastructure Investment Framework establishes minimum expected
rura service levels, to be attained over a period of approximately ten years.

61. Few rura areas in 1997 could provide basic services a the minimum levels established under the
Municipal Infrastructure Investment Framework. To meet the backlog in rura infrastructure, the government
subsidised capita costs for construction of schools and clinics, provision of bulk and connector water, roads,
sanitation, and other basic investments. The Municipal Infrastructure Programme, and various programmes
by the different Departments, skills development programmes, provision of primary hedth care and adult
basic education programmes (ABET) in totality add up to a substantial investment in socia and economic
infrastructure improving the lives of many rura people.

Box 2: The Golden Fleece of the Eastern Cape
How agricultural interventionsincreased rural incomes

Small producersin the former Transkei/Ciskei region of the Eastern Cape own approximately 3 million wool
sheep. Prior to 1996, they sheared their sheep under poor conditions and sold unclassed wool of poor quality to
traders for only R2.50/kg. Neighbouring white commercia farmers were receiving between R15 and R20/kg for
their wool —mainly due to better shearing sheds and an ability to class the wool clip, and thereby delivering a
better quality product.

Asapart of aninitiative under the Land Care programme of the Department of Agriculture, the National Wool
Growers Association (NWGA) and the Agricultural Research Council (ARC) joined hands in 1996 to establish
an advisory service to the woolgrowers in the former Transkei/Ciskei. Since then the NWGA has recruited 4 000
farmersin these areas as full members of the association. The ARC/NWGA assisted the farmersto erect 30 new
shearing sheds with handling facilities.

A social survey of the rural communities in this area undertaken at the same time identified 6 different types of
households in these communities — only 2 with any farming involvement. The study also pointed to the large
group of households dominated by landless and very poor women. In discussion with the wool producers, the
ARC and NWGA decided to provide training programmes for the farmersin sheep shearing and training
programmes for the landless poor women in wool classing. The wool producers began to employ the trained
women to class their wool clip, and the women are paid per fleece classed. The 30 shearing sheds are at present
producing around 3 300 bales (150 kg each) of wool for sale at the Wool Exchangein Port Elizabeth. With the
farmers now shearing under better conditions and more skillfully, and with the women class the clip, these
farmers were able to sell their wool for R15 to R20/kg — prices comparable with the best clips of the
neighbouring commercia farmers. One of the new sheds also won an award for the best classified wool clip.

This intervention has enormous potential when scaled up to include many of the wool producers of the region.
For the five communities that built shearing sheds, revenue increased five-fold, as shown below:
Revenue from wool production — before intervention (247 500 sheep) R 1237 500

Revenue after intervention R 6 187 500

Replication of thisimpact to the 3 million sheep of Transkei/Ciskei would yield potential income of R74,9
million, or R60 million more than the present R14,9 million. If wool quality can also be improved through better
breeding, the potential revenue can be as much as R105 million (almost 10 times the current revenue).

30) L essons of the early period

62. Despite notable achievements, the public investment programs have been beset by problems of co-
ordination and communication with frequent complaints that sub-projects do not reflect community priorities
and are not well maintained. The projects are often characterised by poor co-ordination, poor consultation,
weak participation, poor data and planning, weak ingtitutional and regulatory mechanisms, sow divery,
weak sustainability. More than afew of the projects are judged to be white elephants.
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63. The line Minigtries that funded the programmes, implemented them. Although many of the nationa
and provincid line ministries had staff placed in offices at the digtrict level, the District Council did not have
a strong mandate to co-ordinate the initiatives of the various ministries. Nor could the Council shift
resources from one program to another to reflect local priorities. Expenditures by the line departments were
not incorporated into the budgetary process at the local level, and in general were not even reflected as
memorandum items in the decisions about how to use resources that were in the budget. Many district and
local councils lacked a clear understanding of the activities of the line departments within their jurisdictions.
Decisions about what and where to build infrastructure (e.g., where to place a tap, which road to surface)
were in practice often taken by technical consultants who may a may not have involved loca communities
in the discussion.

64. From the perspective of nationa, provincia, and even some digtrict authorities, investments flowed
through different known channels in substantid amounts. From the perspective of local communities,
however, they often rained apparently randomly from above, with little internal coherence or responsiveness
to community priorities. For example, the National Department of Public Works has run a large community-
based public works program, but surveys of communities in Eastern Cape indicate that many of those
interviewed felt that projects had not been well chosen.

65. Difficulties in implementation derive largely from a laudable commitment to decentralisation and
democratic government under conditions in which loca governments were not yet able to carry out
substantial new responsbilities. The South African congtitution recognises three spheres of government:
nationa, provincial, and local. The indtitutions of loca government inherited from the apartheid government
were unsuited for democratic representation. After the elections of 1994 sub-national governmental
jurisdictions were redrawn. Former homelands and provinces were reconfigured into the present nine
provinces. Loca governmenta inditutions below the provincial levels are ill evolving. The structure is
garting to converge in a configuration more smple and recognisable than that featuring the various
trangtiond inditutions of 1994-1999. With the completion of the municipal redistricting in 2000, loca
authorities now consst of approximately 60 didtricts covering the entire country and encompassing
goproximately 280 municipalities.

66. The major lesson learned from the initid six years of support for rura development underscored the
need for integration and co-ordination of the multitude of activities at the local level.

3d) Towardsan integrated rural development strategy

67. After the eections of 1999, the government renewed its commitment to rural development, as one of
six presidentia initiatives announced in the President’s address at the opening of Parliament in June 1999.
The intention to initiate an integrated and sustainable rural development Strategy was to capitalise on
potential synergies among the various government programmes in order to promote and support more rapid
and equitable rura development in the country. The presidency initiated a broader process that involved
national departments and various stakeholders to formulate the ISRDS and to identify pilot areas for targeted
interventions. Since then government departments initiated projects and programmes that target identified
areas in the three provinces. Many of these projects and programmes are in the process of being
implemented. They were initiated, however, without a clear conception of how the implementation of these
programmes would congtitute a truly integrated strategy.

68. The process to formulate the ISRDS is directed by the Deputy President’s office, and analytical
contributions have been solicited from a number of agencies and organisations. These organisations include
amongst others the Development Bank of Southern Africa, the United Nations system, and the World Bank.
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The Development Bank of Southern Africa submitted their discusson document “ Delivering Rural
Development” to the Office of the President in July 1999. The World Bank provided a detailed report
entitled “ Improving opportunities for the rural poor in South Africa: More effective public investment to
stimulate rural growth” to the Presidency in June 2000.

69. Other contributors within the departments and ministries also provided inputs. Also informing the
strategy isthe Consolidated Municipal Infrastructure Programme (CMIP) document from the Department of
Provincial and Local Government, in terms of which the department has identified the need to focus and
redirect infrastructure programmes to the rura areas. The primary objective of the programme is to provide
funding to municipdities to close gaps in provision of basic levels of infrastructure services to low-income
households within a period of ten years and to support the housing programme of government.

70. Towards Implementing an Integrated Rural Development programme: This document was
developed by the Department of Housing to examine the concept of rural areas within the context of the
urban rura continuum. It draws on work presented to the Ministers infrastructure cluster, and work done for
the President’s Office on the spatia implications of infrastructure as well as proposals by recent mission of
the United Nations Food and Agriculture and the proposals by Thuthukani Ma-Afrika on a rura poverty
dleviation strategy. Whilst this document was done for a rural housing strategy it adso helps to inform the
overal Government Integrated and Sustainable Rural Development Strategy.

71. The Ministry of Minerals and Energy released a document “Towards Implementing an Integrated
Rural Development Programme” which articulates the ministeria priorities for the next five years. It covers
both mining and energy issues.

72. On mining, the strategic intention is to create integrated and sustainable development in labour and
mining areas through the combined and co-ordinated application of the resources and skills of the socia
partners, being representative of government in al spheres, labour and the mining industry. The results will
be measurable reduction in poverty and measurable increases in sustainable job opportunities in affected
rural communities.

73. The strategy will target communities affected by retrenchments with inclusive programmes; target
poverty pockets in labour sending and mining aress; cluster delivery into nodes and corridors of sustainable
economic development; build on existing rurd development work of role players, pursue land rights as a key
ingredient for agricultural and other economic development in rura areas and promote the linkages between
small-scale mining and tourism. On energy, the objective is to increase access to affordable energy services
by rura household by 2010. Thisis strategic in empowering rural communities.

74. Severa provinces aso compiled rura development strategy documents in response to the June 1999
State of the Nation Address. These include:

Eastern Cape
KwaZulu-Natal

Free State

Northern Province
North West Province

75. The ISRDS Secretariat of the Core Group of Ministers in March 2000 released another document

contributing to formulation of the rurd development strategy. The report, entitled * The development of an

integrated sustainable rural development strategy,” reflectsthe experience thus far in attempting to pursue
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an integrated rural development strategy and makes proposals on how to give effect to the President’s
commitment. These proposals refer amongst others to the main elements of an ISRDS and to a planning
methodology for rura development.

76. Each of these many documents generated since June 1999 contributes toward the design of the next
stage of South Africa's strategy for ura development. The present document is intended to provide a
synthesis of the many proposals and background papers prepared, and to elaborate on the mechanism for
achieving integration in practice.
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Section 4. Key elementsand vision

7. Thevision of the ISRDSisto attain socially cohesive and stable communities with viableinditutions,
sustainabl e economies and universal accessto social amenities, able to attract skilled and knowledgeable
people, equipped to contribute to their own and the nation’ s growth and devel opment. Thedrategicintent of
the ISRDS is to transform rura South Africa into an economically viable and socially stable and harmonious
sector that makes a significant contribution to the nation's GDP. The strategy will benefit the rura poor
generdly, but particular efforts will be made to target women, youths, and the disabled. A successful
strategy to achieve integrated sustainable rural development will reflect each of its three key elements: i.e.,
integrated, sustainable, and rural development.

4a)  Rural Development

78. Rural development is understood to be multi-dimensiona, encompassing improved provison of
sarvices, enhanced opportunities for income generation and local economic development, improved physica
infrastructure, socia cohesion and physica security within rural communities, active representation in local
political processes, and effective provison for the vulnerable. Rura development in this context is thus
much broader than poverty dleviation through socia programs and transfers. The concept places emphasis
on facilitating change in rura environments to enable poor people to earn more, invest in themselves and
thelr communities, contribute toward maintenance of the infrastructure key to their livelihoods, in short, to
identify opportunities and to act on them. A successful strategy will thus make people less poor, rather than
more comfortable in their poverty. This emphass is complemented by specific measures to assist the
vulnerable and relieve the burdens of poverty.

4b)  Sustainable

79. The strategy will be sustainable to the extent that it contributes to increased local growth, that rural
people care about its success, and are able to access the resources to keep it going. Thus sustainability
implies effective participation to assure that the projects and activities undertaken respond to articulated
priorities at the loca level. Although initidly much of the financing for the strategy may come through line
departments and special programs, sustainability over time will increasingly depend on budgets of loca
governments. A sustainable strategy will thus have to enhance the revenue base of local government over
time (dthough initidly the contribution will be smdl). It will, moreover, have to define a mgor role for
loca government in coordinating the participatory decision-making and in mobilizing available resources.
With the upcoming local eections and the creation of the municipal councils in their newly demarcated
boundaries, the integrated rural development strategy will provide a framework in which they can become
functioning developmental loca governments. The ingtitutionaisation of rura development grounded in
processes that are the daily work of local governments accountable to their congtituents will serve over time
to insulate the interventions from becoming overly politicised.

80. Socid sustainability is an important dimension of a successful strategy. Rura communities hold a
wedlth of socid capital in the form of extended networks of mutual solidarity, shared beliefs and traditions,
and commitments to retain long-standing practices of daily life. Development projects when defined through
sound participatory processes, can reinforce and sustain social capital. Conversely, incremental resources
brought into rura communities can be divisive and destructive if various groups compete for access through
a process that is not generally accepted and understood. One need not idealize the degree of social cohesion
within villages. Rura society is not homogeneous, and widespread poverty creates tensions. Growth
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necessarily brings change, and change can cause conflict. Because the social dynamics of rural areas present
challenges to which there are no easy answers, the participatory process should be designed to be as
transparent and broadly inclusive as possible, and at least a portion of benefits should be targeted to
particular groups that might otherwise be under-recognized, such as women and young people.

4c) Integrated

81 Integration has been a goal of rural development programmes for many decades. Most of these
failled to achieve the desired synergy because they failed to design a mechanism for integration. Rurd
development is difficult to integrate because it cuts across traditional sectors and involves al levels of
government. An effective mechanism for integration will specify what happens at the various levels, who
does what, and how the integration will be accomplished. In the South African context, as spelled out in
greater detall later, each sphere of government plays a defined role, but the primary locus of integration is at
the municipal level through the IDP process. Implementation of decisions arrived at through the IDP process
is achieved by drawing on an amagamated resource envelope comprised of the municipa budget, the
commitments of the line departments, and other sources.

82. A successful strategy incorporating the key elements described above will thus include:
- Avison of the growth processin rural areas,

A mechanism for integrating existing programs,

Design for new programmes if needed;

A defined locus of decision making;

A meaningful role for local government.

Clarification of financia flows and channels.

Key performance indicators or a process for generating them internaly to the strategy;

Procedures to monitor the indicators;

Sequencing of actions that should take place in the short, medium, and long term.

83. Diagram 1 at the end of this section illustrates in schematic form how the various key elements of
the strategy fit together.

4d)  Dynamicsof growth in rural areas

84 There is a dire need to resuscitate the rura economies and advance the cause of rural areas as
potential engines of economic growth that would contribute towards their own development and the broad
nationa development agenda. A strategy to achieve growth must be founded on an understanding of how
rura areas grow. Although the specific processes vary over time and space, the general dynamics are
understood in terms of sources of growth and linkages that spread and multiply the initial impulse. Growth
in agriculture, tourism, forestry, and other primary activities that bring incremental earnings into rura areas
generates additiona incomes through linkage in expenditure and employment.

85. For example, agricultural growth generates demand for inputs and the retailing activities associated
with delivery (transport, financial services, advisory services). Box 2 presented earlier provides a good
example of how increased earnings from a tradable agricultura product (in that case wool) generates
additional employment and spreads the benefits throughout the community. Farm families spend their higher
earnings on goods and services, some of which are produced localy. Moreover, farm families traditiondly
save a high proportion of income, and a common use of savings is investment in the farm enterprise, thereby
contributing to future growth. Linkages with the loca economy tend to be higher for small farms than for
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large farms, in part because they are more labour intensive in their direct operations, and in part because they
are likely to purchase labour intensive goods and services (such as outlays for ceremonia occasions,
trangport, construction from local materias, etc.). For this reason, a land reform program that allows small
farmers with low or moderate incomes to purchase entire large farms (in sections) or under-utilised portions
of large farms contributes to agricultural growth and stimulates the loca economy more than would
agricultura growth from the large farm sector.

86. Empirical studies of expenditure patterns alow estimates of demand for services and infrastructure
likely to accompany growth in primary agriculture, forestry, and tourism. For example, expenditure
multipliers for transport services tend to be high, as rural people with higher incomes seek increased
mobility. Communities will articulate increased demand for roads and bridges, which in turn will lead to a
round of private investment in vehicles and increased demand for repair services.

87. Agriculture need not be the only source of growth, and in many areas it will not be the most
important. Natura resources will aways be an important determining factor in rural development, as these
may be the only resources that some rural areas are endowed with; e.g., tourist sites, water, mineral deposits
and others. Where beneficiation of these resources makes economic sense, it will contribute to growth. Any
good or service that can be sold outside the community or subgtitute for something bought from outside will
generate a net increment in earnings that can be multiplied.

88. Rural communities in which agriculture, forestry, tourism, and other activities are growing enter a
period of sdf-reinforcing growth that increases incomes, strengthens transport and communications (thereby
reducing the “remoteness’ of rural areas), and promotes diversification of the rural economy, as additional
incomes are spent on locally produced goods and services. This vision is redligticaly attainable for rurd
areas in which the natura resource base supports growth in agriculture, tourism, forestry, and selected other
activities.

89. Much of rura South Africa falls into this category. Other areas have sizeable concentrations of
population and limited potential. A redlistic assessment must recognize that not all areas have high potentia
for growth, and that people, particularly the youth, must have opportunities voluntarily to move away from
those areas over time. At present most young people in these areas assume that they must move to cities, and
many of them will. With a more active land reform, however, growing tourism, and responsive programs of
public investment, rura youth in areas of low potentia will see new opportunities in more dynamic rura
areas and small towns.

0. Rura growth takes place in a spatial dimension. Rura towns are critical to the developmental
opportunities of their hinterlands. Provision of key services in rura towns increases the multiplier for
incremental incomes, since rura people can spend more of it closer to home. Much of the infrastructure and
service industry (transport, banking, trade, communications, and other) that alows agricultural producers to
capture the value of their primary products is located in rural towns. For example, livestock producers come
to town to auction their animals and to deliver them to abattoirs. The prices they receive depend directly on
the location and quality of these services. Similarly, the service providers will locate only in towns that can
provide adequate public services, such as power, communications, public safety, and fire protection. Thus
one of the positive outcomes of successful integrated rura development will be a vibrant, rura town that
serve their hinterlands and add value to the production that takes place there.

oL Loca economic development can be defined as a functiona area within which economic activity,
infrastructure, socid facilities and human settlement patterns dictate the viability of governmental
interventions. The SDI approach has provided vauable experiences on spatial development on a larger
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scale, which can be used in Loca Economic Development (LED). LED in the rura context includes
diversifying the economic base, building backward and forward linkages, ensuring basic standards of health
and safety through provision of basic infrastructure and services, maximising job creation and building on
the inherent potential of loca areas. Within the South African ISRDS, local economic development will be
stimulated by enhancing synergy of investment and programmes within an area designated as a node. A
single node cannot be larger than the regiona authority. Severa nodes will be clustered to maximise impact
wherever possible.

92. Dynamic growth will benefit many of the rura poor, even those who do not earn the initia
incremental incomes. Due to the linkages and multipliers, many poor people will benefit from the second
and third rounds of local expenditure, as opportunities for loca employment increase and demand for loca
services rises. Moreover, as more active rural economies become less cut off, the risks that plague the lives
of the rural poor decline. With better roads and more taxis, the chance that a sick or injured child will get to
the hospital in time increases for the prosperous and the poor, even though the chances may till not be equa
for both.

4e)  Rural safety net asan integral part of the | SRDS

93. Although growth benefits many of the poor, it clearly does not benefit al. Safety nets are ill
needed, and the rural poor in most countries are greatly disadvantaged relative to their urban counterparts
when it comes to sociad assistance. Few developing countries include rura people in socia security
programmes, and the prevalence of self-employment means that unemployment compensation is largely
irrdlevant to those without work. South Africais exceptional in this regard, in the sense that many of the key
programmes of social assistance extend to rural people and have served since 1994 to prevent much
hardship. Government services are by far the greatest services that are both needed and able to reach
vulnerable people including those in rural areas. In order to ensure that a safety net is sustained for the
vulnerable groups, the efficiency of out-reach capacity of the social service departments co-ordinated by the
Department of Socid Development will be enhanced.  Government should strike a baance between
focussing on taking advantage of economic potential and attending to those who are vulnerable and in need
of care. The Department of Socia Development is presently reviewing the programmes of social assistance,
and the findings of that review can be used to identify key changes in the rura safety net that can be
introduced to complement the ISRDS.
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Diagram 1
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Section 5: Theapproach: How will it work?

A. The thrugt of the drategic initiative is to build immediately on existing programmes of government
that have the possibility of wide impact and replicability, while initiating and developing sdlected new
programmes. The strength and success of the programme will be derived from the well-coordinated bottom-
up approach in a rurad local economic development context underpinned by a well thought-out locd
ingtitutional basis within and outside government. Because of this bottom-up approach and the primary
reliance on better coordination of existing programmes, the strategy will be able to deliver results on the
ground very quickly. Rurad communities are empowered to undertake integration for purposes of
development planning under Section 21 of the Municipa Systems Bill.

95. Among the key srategic choices of the strategy is the decision to build on existing experience,
replicable programmes, and innovative service delivery. The menu of existing programmes is aready broad.
Government gained experience in ddivering services through specia instruments that have targeted poor
communities since 1994. These instruments include the Local Economic Development Fund, community
water supply and sanitation, food security, rural housing, the technopreneur programme, Khula-start, Spatial
Development Initiatives, local Business Service Centres, SMME incubators, agricultural marketing, farming
development, assistance to the development of skills for industry and employment, creation of sdlf-sustaining
villages, establishment of IT centres, distance learning centres, web-internet laboratories, awareness
programmes for secondary schools, waste management programmes, Phambili Nombane, and others. Such
programmes will be replicated in the local development nodes where appropriate, to maximise the multiplier
effect and facilitate service delivery, to avoid identified weaknesses, and to find new and innovative ddivery
mechanisms.

5a) Thebasket of selected services

9%. A basket of services made up of the above government initiatives and others will form a core of the
co-ordinated and integrated programmes on which government will begin to build the ISRDS. Because these
are known programmes and replicable initiatives, costing and planning for human resource development and
deployment will not be difficult. The basket of sdected services will include initiatives from other socia
partners, such as business, non-governmental organizations, community based organizations, and trade
unions.

97. Not al programmes will be appropriate for the needs of people in different areas. Nor will all
desired programmes be financialy sustainable within the envelope of resources available in any given area a
apoint in time. Therefore, the basket of selected services will be customized to the circumstances of each
locdity, and chosen through a process of participatory decision-making.  Integration, co-ordination, and
sustainability cut across dl initiatives, and should characterize all selected baskets.

5b) Initial focus on selected areas

98. The approach developed for integration will be applicable to the entire country, but initid focus will
be on a manageable number of selected areas or nodes where the processes a the local level will be
carefully guided by champions. To date three pilot nodes have been selected and targeted:

Luskiski

Bushbuckridge

Nongoma
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9. Programmes have aready been introduced in these nodes over the past year, and the experience
gained can be evaluated to provide lessons useful in the selection of additiona nodes. The latter will be
chosen to create a portfolio that will grow where identified needs and opportunities can be matched with
available resources to stimulate growth. A range of criteria will be used spatialy to target the chosen
initiatives. Different national departments use a variety of targeting methods. The departments of Public
Works (CBPWP), Water Affairs and Forestry, Environment, Tourism, Transport, Housing, Land Affairs,
Provincia Affairs and Loca Government and Socia Development at national level each have targeting
mechanisms. Moreover, each provinciad government has completed, or is completing, a rura development
plan that identifies focus areas and nodes, based on structured applications of a range of criteria. Thus a
variety of targeting mechanisms can be considered for selecting additional nodes. Once the targeting criteria
are chosen, the actual selection can be facilitated by the massive work done by the Demarcation Board to
collate data covering the whole country. The data provide a rich descriptive picture, and were used to assess
socia and economic cohesion to establish viable municipa aress.

100.  Within the nodes, the baskets with selected services should assist income generation for those who
have high potentid for improvement, and should include poverty-targeted programmes for those likely to be
by-passed by new growth. Thus the selection of programmes and targeting within programmes should
reflect the diversity of rura communities and contribute both to income generation and poverty reduction.

101. Inthe targeting process within the nodes, explicit atention should be accorded to small and scattered
rural communities as well as the denser settlements. Unless poor people living in remote areas are explicitly
targeted, they are likely to be by-passed as their better connected neighbours draw the resources to
themselves. At the same time, people living in remote villages gain from improved service delivery and
heightened economic activity in towns near them, as more private service providers and entrepreneurs are
attracted to the growing towns. Given the spatid dimensions of rura growth, both remote communities and
towns should be included in the planning process, and the priorities of both should be considered in
selection. It would not be appropriate to alow concentration of resources on the rura towns without careful
consideration of whether and how more remote communities would benefit from such programmes.

102.  Within the nodes, champions will oversee participatory decison making at the loca level and its
reflection in agreements between municipaity and line departments.  Attention will be accorded to
coordinating existing programs and attracting resources to complement them and generate greater growth.
Particular emphasis will be placed on energy, water, housing, telephones, and roads, but other programs will
also be introduced either through the municipal budget or by attracting resources from the departments.

5¢) Participation and selection of desired services

103.  The process of selecting the services and programmes at the loca level will be the chief instrument
for integration, and the Integrated Development Planning (IDP) process will play an important role in this.
Participatory assessment takes place under the provisions for preparation of integrated development plans
(IDPs) as lad out in the Municipa Systems Bill and the regulations of Municipa Systems Act (to be
enacted). The provisions will ensure that structured participation by residents and stakeholder groups is
incorporated into choices that are made in the formulation of IDPs. Political compacts and arrangements will
be put in place at the local leve to affirm commitment to the strategy. Participation may be structured at one
level in a municipdity, or in sub-municipa arrangements that are aggregated or summarised at the municipal
level. The provisons of the Municipa Systems bill in respect of Integrated Development Planning are
provided in Annexure 2.
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104.  In order to sdlect programmes from the offered options, municipalities or smaler units comprising a
node will be assisted to undertake a participatory assessment and choose investments and services that suit
their priorities and abilities to maintain. Over time most municipa councils and their congituent
communities will acquire capecity to rank priorities, to identify investment activities that address these
priorities, and to contract with providers, either from the departments or private sector. Initialy capacity will
be limited, however, and it will be useful to have champions overseeing and guiding the process. Champions
will be designated at severa leves, for example, at the national and loca levels, and, if necessary, at the
provincid level, as well. In addition to the champions, technica coordinators at the noda level will facilitate
implementation.

105. Over time and as technical capacity in accounting and management improves, municipal councils
will assume greater functiona respongbilities, and district councils will increasingly revert to more limited
roles in information exchange, coordination, and oversight of regional projects. At that time the need for
champions will be less. In the meantime, however, municipaities must begin to exercise some decision
meaking responsibilities regarding spending priorities, even if they are not yet in a position to execute projects
or account for funds. An early role in decison making and setting of priorities will stimulate greater
participation and demand to improve capacity. Thus even where municipaities are weak and district
councils retain substantiad responsibility, early efforts to build a sgnificant and growing role for
municipalities will be important.

106. The effort to bolster weak and rural municipalities can be designed to focus on severa objectives: (a)
strengthening their interaction with communities as the latter identify most pressing needs for basic socia
and economic infrastructure, and employment and income-generating opportunities for the rura poor; ()
enhancing their role and capacity in planning within the Integrated Development Planning (IDP) framework;
(c) leveraging resources mobilized a the community and municipa levels, (d) deepening and
ingitutionalising the interaction between rural communities and their eected loca officials, and (e) over
time assisting municipa councils to assume responsibility for project implementation and administration of
funds. The municipa councils will thus gradualy become the effective point of delivery for the
government’s commitment to reduce rural poverty, athough initidly they will be strongly assisted through
technical back-up from the district council and/or the provincia departments, the champions, and the
implementing agency for the ISRDS.

107.  The Department of Provincia and loca Government is establishing a range of programmes to
support and build capacity for the IDP process. These cover the Planning and Implementation Management
Support System (to provide digtrict level planning capacity where it does not exist in-house) The
Department is also updating the IDP manual, designing training, developing the provincia support Strategy,
and edtablishing a nationa monitoring system. Each of these initiatives should be brought to bear in the
nodes in the short term.

108.  In order to fully to reflect priorities of the communities, the municipal council will oversee a process
of participatory assessment at the sub-municipa or community level. The role of stakeholder committees
within the IDP process is recognized, and fuller elaboration of that role is presently underway. The
stakeholder committees might include one or two municipal councillors, as well as broad representation of
community based organizations, traditiona authorities, NGO's, producer associations, women's groups,
faith-based groups, and other organizations active in the various communities within the municipality. The
composition of the committee should be determined to increase the outreach of elected governmenta
officids, and it should report to the municipa council. In this way the committees extend the reach of the
local governments into the communities, and expand the inclusion beyond those active in eectord poalitics.
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100.  Although initidly municipdities and sakeholder committees will function primarily to rank
priorities and will not be responsble for direct implementation, the participation of communities should be
meaningful, and not pro forma. When ideas and preferences of the stakeholder committees are found to be
infeasible, unsustainable, or unaffordable when viewed from the perspective of the municipdity as a whole,
the municipa councilors on the committees should explain to the remaining members why the proposals
cannot be accepted, and the committees should develop dternatives. The public education campaign at the
launch of the ISRDS should make clear to the stakeholder committees that they will be meaningfully
empowered, but within reasonable and flexible funding bounds. The stakeholder committees will not be
ignored or by-passed, but neither will they be given ablank check to spend.

5d)  Theroleof information

110.  The consultative process will dlow rural people to express their goads and priorities.  International
experience suggests that when rural people are given the opportunity to express their views, they add red
value to the quality of the resulting decison. People may not always, however, command the information
needed to decide how best to redlize their goas through particular projects or activities. For example, people
might seek to increase their incomes in agriculture, but not know which crop or product would be most
advantageous, and where the market is for that product. Alternatively, people may express a strong desire
for better access to health services, but not know whether new construction or improved transport to an
existing clinic isthe most efficient instrument to achieve the objective.

111.  To that end the information base developed in the Deputy President’s office can be brought to bear,

to help clarify how best to pursue particular objectives in income generation or service delivery. The

information base should be conceived as a planning tool at the local level to clarify options and discard those
that are not likely to be successful. It is not intended as a substitute for participatory decison making at the
loca level, but rather as a complement that adds value to the process.  South Africa's experience with this
rich planning tool will provide useful international lessons, since few countries with rural poverty at the level

of South Africa’'s command the technical power to develop and use such a data base. Although information
and data in South Africa are and have long been plentiful, the absence of a single knowledge base covering

the multiple dimensions of rura development has handicapped activity to date. Creation of such a
knowledge base within the President’ s Office now will much enrich the effort.

5e)  Financing the basket of selected services

112.  How will the programmes selected within the nodes be financed? The primary benefit of the ISRDS
is anticipated to come from better synergy of existing programmes, rather than through alocation of
sgnificantly more funds to rural development in aggregate. It is proposed that most of the funding will be
drawn from budgets of existing entities; primarily the line departments and the municipalities. Once the
communities have expressed their priorities and these have been trandated into programmes and aggregated
up a the municipa level, the municipa council will approach the various providers to cost the desired
programmes, and to check whether the provider is willing and able in principle to provide the service or
investment.

113. The municipal council must thus proactively attract the desired programmes (and their attached
funding through the budget of the line departments) into their locdities in response to the preferences
expressed by the communities in the node. The result of this process is anticipated to be an amalgamated
expenditure envelope consisting of resources from severa sources; primarily the budget of the municipality,
the attracted commitments from the line departments, programmes of NGO's and donors, and private
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financing leveraged in through the increased visbility to the locality through the ISRDS. An outline of the
genera structure of sources of funding is presented schematically in Diagram 2 that follows.
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Diagram 2. The amalgamated expenditure envelope

114.  This approach to financing the ISRDS reflects the transitional nature of South Africa's public
finance and the newness and weak capacity of most municipal structures in rural areas. Most of the budget
for local development at present still resides with the line departments because there is nowhere else to put it
until the system of intergovernmental fiscal transfers is broadened and strengthened. Departments until

recently had considerable discretion on where to allocate their resources—to which localities and in which of
their several programmes within their departmental menus. It is this discretion and the lack of an integrative
mechanism that resulted in the poor coordination to be addressed by the ISRDS. Increasing alocation of
nationa revenue to the provincia and loca government spheres is indicated in the 2000 Medium Term
Budget Policy Statement (National treasury, October 2000). This policy aso confirms the phasing of
adjustment to alocations to provinces under the equitable share formula, which increases dlocations to the
neediest provinces.

115.  On the basis of the expressed preferences of their constituent communities, the municipal councils
will seek to attract programmes of the line departments into their localities. The councils will thus be in a
strong position to coordinate the programmes that they request. Municipdities that are stronger and have
more capable councils will be best placed to attract departmental programmes. This has been the experience
of the past six years, and it will not change over-night. What will change is the degree of coordination, since
even strong local governments in the past did not undertake a participatory process of priority setting and use
it as the basis on which to solicit programmes. Nor did they command the information about what the
departments intended to do or spend. With the proposed approach to integration and with departmental

decisions embedded in the IDP process, both strong and weak municipdities will be in a better position to
coordinate and seek synergy. The chosen areas as nodes will have an additional advantage in attracting
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programmes, since they will have the visibility accorded under ISRDS and will have champions at various
levels assisting them to identify programmes and secure commitment of departments.

5f) Advantages and risks of geographic focus on the nodes

116.  This added attention to the nodes is one of the advantages of the ISRDS. The strategy is intended to
atract a critical mass of complementary programmes to particular localities to demonstrate the benefits that
can be achieved through synergy of various activities. At the same time the particular attention accorded to
nodes under the present budgetary arrangements in South Africa presents amajor risk to the replicability

and sustainability of the strategy. There is a danger that
the energy of champions and vishility of the ISRDS will
lead departments to shift excessive proportions of ther
budgets to the nodes. Since the overal expenditure on
rurd development under the ISRDS is not intended to
increase substantialy, a redirection of resources to the
nodes will necessarily come at the expense of other areas.
The outcome, if this risk is not addressed, could be a
proliferation of showcase projects within the nodes and
reduction in expenditure in neighbouring areas or in parts
of the country not selected as nodes in the first round. The
showcase projects would not be replicable or sustainable
(see box), and the reduced attention to non-noda areas
could result in higher costs of maintenance in the future to
compensate for deteriorated infrastructure.

117.  If thisrisk is understood and attended to, it need
not pose a particular danger.  Indicators should be
developed to warn against “ showcase fever.” For example,
if the selected expenditure envelope in a node exceeds
expenditures in recent years by a given margin, say 10%,
an amber light should go on. At that point the President’s
Office, which is charged with oversight of the
implementation of the ISRDS in genera, should inquire as
to whether this additional expenditure is consistent with the
overall godls of the ISRDS. It may be that the additiona

Box3: Avoid Creating Potemkin Villages

One of the earliest champions of rural
development on the global scene was Catherine
the Great, who ruled Russia from 1762 to
1796. Concerned about the evident poverty
and misery of Russia's serfs, and desiring to
stimulate development in the southern part of
her empire, Catherine encouraged Russia's
estate owners to provide better housing and
improved conditions for the peasantry. She
decided to go on tour to inspect in person the
results of her efforts, and invited members of
the European royal houses to accompany her.
Her Chief of Staff, Prince Gregory Potemkin,
was put in charge of arrangements for the trip.

Potemkin selected a route for the trip, much of
which was by water. Along the banks of the
river he constructed villages with solid cottages
and amenities unusual for the serfs at the time.
Prior to the inspection tour, peasants were
issued new livestock and clothes. Catherine
floated by, delighted with the apparent success
of her endeavors, and returned to St. Petersburc
confident that her peasantry had been uplifted.

Since that time, showcase projects that are not
replicable or sustainable, and created largely in
response to official orders have been referred tc
as “Potemkin villages.”

expenditure is fuly justified because past spending was artificialy depressed by weak capacity, urban bias,
or other factors. When the amber light goes on, it does not mean that municipalities cannot proceed with
their intentions, but it does mean that they should be caled to justify why they have chosen that basket of
services and to show that the activities will be sustainable and productive, and may lead to reduced draw on
the fiscus in the future.
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5g) Performance contractsto bind commitment

118.  Within the nodes, after choices have been made at the community and municipal levels, providers of
sarvices, including line ministries, will enter into agreements with the municipality to deliver the projects.
These agreements at the local level will be aggregated up for each Ministry/department. They will form the
basis for a series of performance contracts that will secure the delivery of the integrated baskets from the
supply side. The design of the performance contracts will have to reflect the lines of authority and
responsibility within the existing budgetary structures. The intention of the performance contracts will be to
bind those responsible for delivery of programmes identified through the integrative process at the municipal
level. For example, the Minister of a department whose function is a national competency and which has
made commitments to the nodes under the ISRDS could have the aggregation of those commitments
expressed in a performance contract between the Minister and the Deputy President’s office. Other
competencies reside at the provincia level, and in these cases the performance contract may be most
appropriately written between the provincial department head and the provincia premier. In order to provide
incentives againgt “showcase fever,” the performance contracts should track developments in the nodes and
outside the nodes separately, to make sure that progress in one area does not come at the expense of well-
being in the other.

119.  Although the question of how specificaly to write the grformance contracts requires additional
thought, the need for such contracts can be acknowledged now. The departments have a juridical obligation
to use their budgets, but they do not have an obligation to use them according to the commitments made
under the ISRDS. The commitment of a department to the municipal government of a node is a statement of
intent, but not a legd obligation. If difficulties arise in the course of implementation, and the department
experiences delays in implementation, the municipdity has no obvious legd recourse. The Studtion is
different if the municipdity has contracted for a service under its own budget. In that case, if the provider
does not perform, the municipality withholds payment and uses the norma lega measures of contract
enforcement. Since the activities of the line departments are funded under the department’s budget, the
municipality cannot really hold the department accountable. The role of the performance contracts will be to
address this particular asymmetry of responsibility between the municipalities and the line departments.

5h)  Continued viability of the mechanism asthe budgetary process evolves

120.  The drategy can be rolled out immediately with the decision process and with the budgetary flows
described above. According to discussions presently underway at the Ministry of Finance, over time it is
likely that more of the budgets now with the line departments may be consolidated into the system of
intergovernmental fiscal flows. One such consdidation aready took place in 1998 and brought improved
coherence in budget management at the local level, but as noted above, substantial sums till flow through
the department budgets. As municipalities pass capacity benchmarks in budget management and gain
experience within the IDP framework, it may be appropriate to consolidate more of the flows into the
municipal budgets. In that case, over time the role of departments may change. They would be less involved
in actual implementation and placement ¢ bricks and mortar on the ground, and would function more as
centres of expertise and technical assistance, working under contract to local governments.

121.  If the budgets are gradualy consolidated into the intergovernmental fiscal flows, the municipalities
could still use the same decision process to determine desirable baskets of selected services and the same
approach to an amalgamated expenditure envelope to finance the activities. The portion of the ama gamated
expenditure envelope accounted for by the municipa budget would smply grow, and that retained within the
departmental lines would shrink. Thus over time, the role of the champions would recede, since the
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municipalities would have improved capacity, and would genuinely control their own budgets. They would
not need to attract in providers of programmes, since they would be able to buy them in.

122.  Thus the decision process and the funding flows of the ISRDS can work immediately, under the
ingtitutional arrangements in place now. They @n aso adapt naturaly over time, as the inditutiona and
budgetary arrangements evolve. It is not necessary or appropriate for the ISRDS to sketch out how or when
the budgetary process will evolve, since this falls within the competency of other agencies. It is hecessary,
however, that the ISRDS operating with a horizon to 2010 be capable of adapting and thriving under changes
in ingtitutional arrangements that may take place. The strategy as described above can do that well.
Moreover, even without explicit linkage to the process of budgetary reform, the strategy will adapt
automaticaly. Its implementation will become increasingly ingrained in the normal processes of loca
government, which was one of the intentions of its designers.

5i) Monitoring performanceindicators

123.  Although the strategy can be launched in its present form immediately, and is likely to work well, its
impact will be seen only through careful monitoring and evaluation. Information gained through the
monitoring exercises can be used to track impact, to indicate adjustments that should be made over time, and
to spread the benefits of example to areas not chosen initially as nodes. Monitoring will take place primarily
at the local and aggregate levels.

124.  The basis of the monitoring will be measurable performance indicators designed for the nodes, and
then aggregated for the program in general. The first level of indicators will be derived from the stated
objectives of the stakeholder committees. For example, if they seek programmes to increase incomes, to
improve nutrition, to improve access to schooling for their children, and for other purposes, each of these
objectives can be trandated into an indicator. Measurement of the indicator at the outset and over the course
of the implementation period will assess the degree to which they are meeting their objectives.

125. Theseindicators at the primary level will be different for different communities, and will be difficult
to aggregate up to the nationa level. Nonetheless, they should be reported and included in the database
monitored at the aggregate level. The indicator reported at the aggregate level for the ISDRS as a whole will
be the percentage improvement in the primary indicators as specified by the communities. This will provide
a natural scaling factor, and will assure that the programme is in fact tracking the benefits to the intended
beneficiaries.

126.  In addition to these primary indicators of outcomes, a number of indicators of inputs and outputs can
be tracked, such as expenditures on programmes in the nodes over time, increments to the tax revenues of
local governments in the nodes, degree to which nationa service standards are met in the nodes over time,
etc. Because the ISRDS pertains to rural aress of the entire country, and not just the nodes, it will be
important to track the benefits more generally with a set of indicators for the country as awhole. The design
of the system of monitoring and evauation will require special attention.
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Section 6. Complementary Measuresto Support the ISRDS
Mechanism

127.  The previous section described the mechanism through which the different components of the
ISRDS will be co-ordinated and integrated. While this mechanism will provide a meaningful and substantial
thrust towards realising the vision, complementary measures are necessary to support the mechanism. In
particular, a comprehensive land reform programme and a community-based income generation programme
are criticd in ensuring a wider coverage of opportunities available to the rura poor. In addition, capacity
building and human resource development issues, as well as attention to socia aspects and safety nets, are
important elements of the ISRDS.

6a) Human resour ce development and capacity building

128.  In generd, rural areas suffer from capacity constraints linked to a low skills base. A separate human
resource development strategy will have to be devel oped to increase the skills base in rural areas, both at the
community and loca government levels. The plan should be co-ordinated and linked into the wider
presidentiad initiative on human resource development for South Africa as a whole. This Rura Human
Resources Development master plan should aso include adult basic education (ABET) and the development
of technica skills —supported by the provisons provided for by the Skills Development Act--, as well as a
social plan to manage retrenchments and job losses affecting rural areas.

129.  Given the paucity of skills in rura areas, national and provincia departments will have to facilitate
short-term measures to supplement the available capacity. Deployment, secondment and even transfer of
personnel to rura areas in support of the ISRDS, targeting both hard and soft <ills, may be necessary.
Where appropriate, the goodwill of experienced citizens who seek to contribute on a voluntary basis, should
also be harnessed. New opportunities for volunteers will thus be created. Involving the youth through the
creation of a youth core, which could combine service with training and mentorship, holds particular
promise.

130. Over the intermediate to longer term, however, capacity constraints will have to be addressed
through education and training. In this context, the rural development strategy will congtitute deliberate and
conscious choices and interventions that Government will pursue in al spheres, after and in consultation
with the different targeted stakeholders in rural municipaities. Critical to this approach of Local Economic
Development and participation by stakeholders will be capacity building at loca government and community
levels. Programmes that will facilitate the development of community-based organizations and non-
government organizations should be encouraged. Existing CBOs and NGOs can aso play meaningful roles
in assisting with capacity building efforts. Most of these immediate training and capacity building priorities
can be addressed through redirecting existing programmes, but some new or revised programmes are aso
needed.

6b) Landreform: implement revised programme

131.  One of the most visible legacies of apartheid policies in rural areas is the skew distribution of access
to and ownership of agricultural and other land. Most of the specific characteristics of rural South Africaare
strongly related to the fact that most of the country’s rurd land is concentrated in the hands of a relatively
small and wealthy minority. Detailed analysis has shown that land reform, when conducted in an appropriate
manner, will lead to increases in economic, financial, sociad and environmenta efficiency, equity and
sustainability. While the Government acknowledged this by announcing a comprehensive Land Reform
Programme in 1994, which addressed issues such as restitution, forced removals, security of tenure and other
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aspects, results have been mixed. This programme has recently been revised, particularly in two ways. i)
commercia farming is now also targeted for incorporation into the programme; and ii) mechanisms and
procedures for land reform have been amended to emulate international experience and best practice. This
new programme holds great promise and has the potential to become an important cornerstone of rura
development efforts in South Africa.

132. What can land reform contribute to rural development within this new approach? Rura areas will
receive a smple liquidity boost as land acquisition and farm start-up grants move into rural aress. Derived
demand for construction and other local services will increase. Increased agricultural growth through the
bringing into production of under-utilised land and labour are matched with capital, and returns to both are
greater than in the past. As the pace of economic activity picks up in rurd areas with land reform, family
capital now invested in other activities and probably in urban areas may come back. Increased security of
land tenure will encourage new owners to invest in their own land. Increased public security in rural aress --
lower crime, less uncertainty-- will increase vaues of land, which in turn will leverage more capitd through
mortgages and other lending. However, if the pace of land reform drags, the agricultura sector, and therefore
the entire rural sector, is at risk for eroding the capital base as land values fal. Land reform therefore is a
critical component of the ISRDS.

6c)  Community based income generation projects

133. Many opportunities avalable to rural communities are productive in nature and involve the
generation of income for individuas or groups. Although the menu of services and investments under the
existing departmenta and other programmes is fairly broad, it does not extend to cover small-scale income
generating activities especially important in rura areas, or specific rura infrastructure that communities
might consider important, in a comprehensive or systematic manner. Examples of subprojects not ordinarily
included in the CMIP and other departmental programme menus include: communa irrigation schemes,
small-scale community-based agro-processing, provision of agricultural machinery services, dip-tanks, loca
veterinary centres, roadside market stalls for sales of crafts or fruits to tourists, sorting and grading sheds,
drainage ditches for flood control, small dams for livestock watering, and other small projects. In the future,
when rural areas are wedlthier and have access to well developed financia services, many of these will be
executed as private projects serving either a particular large farm, or providing services on a private basis for
afee. In the well-developed and largely white areas of traditional commercia agriculture, such investments
are now financed privately, dthough in the past public money was available either directly or indirectly for
many of these small projects. In poorer communities where fam sze is smal and no individua
entrepreneur is likely to provide the investment, community groups can undertake investments for mutual
benefit if they can access financing to proceed.

134.  Many of these sub-projects on the extended menu will enhance incomes of the community or of the
group proposing them. For that reason, unlike the purely infrastructura projects --for example under the
CMIP-- these projects should require a significant contribution of the community, in cash or kind or both.
But potential beneficiaries will need a kick-start to enable them to supplement this with the necessary
commitments from their own resources. The financing mechanism would thus be a matching grant to
formaly congtituted community organizations that commit to implement the project. Because these projects
would be executed by the community (unlike the CMIP projects, which are executed on behaf of the
community), and because they would require a separate funding mechanism (matching grants deposited into
bank accounts of properly congtituted beneficiary groups, rather than invoices submitted for work
completed), the community projects could best be accommodated through a separate window of financing.
The priority setting at the community level, however, could be jointly done for other community sub-
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projects, and the ranking of both could be undertaken by the same project evaluation subcommittee at the
municipa or node-leve.

135. Under this proposed augmentation of the existing programmes, identified weak municipalities or
nodes would be digible for a formulaic additiona window of funds to finance smal projects of productive
infrastructure and income-generating activities. This additiona window could be financed in a number of
ways, including through an instrument like the equalisation grant under discussion. When the municipalities
strengthen sufficiently to graduate out of the eligible category, the additional window would close. Details
on this proposal could work and elaboration of its possible features are presented in Annexure 3.

6d)  Social assistance and safety-nets

136.  Even with more effective integration and faster growth as a result of the successful implementation
of ISRDS, some rura people will need additional social assistance. While such programmes generaly are
dready in place, they may need some additional attention. In particular, there will be a need to evaluate to
what extent intended benefits are reaching the rural poor within specific nodes. For example, are orphans
properly registered to receive benefits to which they are entitled; if not, how can registration process be
expedited? Can schools do more to contribute to nutrition of children, through agricultural production
programmes at school (eco-circles and other) and/or through school feeding programmes? Safety-nets for
rural areas are important, in particular for vulnerable groups such as women, the youth, disabled people, the
elderly, people affected by HIV/AIDS, etc.

137.  Development practice places increasing emphasis on the socid and institutional components of
development, in particular on what has become known as social capital. Although various definitions exigt,
social capital has been defined as those “features of social organisation, such as trust, norms, and networks,
that can improve the efficiency of society by facilitating co-ordinated actions. Social capital may therefore
be seen as the “glue” that holds a society together, or alternatively, as a “lubricant” that facilitates or eases
socia interactions that people may work together towards common goals. Socia capital is productive in that
it facilitates co-operation and makes possible the attainment of goals that could not otherwise be achieved, or
a least not at the same cost. Socia capita is therefore seen as contributing to development in a manner
similar to more orthodox assets, such as human capital (education, hedth, and training), physica capita
(tools and technology), and financia capita (savings, credit and investment).

138.  Traditional leaders and structures form an important component of social capital of rura
communities and can play a vita role in the ISRDS. Multi-dimensional partnerships between and among the
multiplicity of important stakeholders are important, and the mechanism of coordination within the ISRDS
creates opportunities for partnership in action.

139.  Socia capita is of specia relevance to South Africa because of the role that racial oppression and
inequality have played in the disintegration of key ingtitutions such as families and communities, and the
creation of distrust between sociad groups. While interest in socid capitd is growing and a few studies have
been conducted, there is at present no comprehensive or rationa data on socia capital in South Africa,
particularly in relation to the rural areas. This needs to be addressed as part of the ISRDS.

6e) Rural Finance

140. New and restructured financia ingtitutions followed the Strauss Commission report on Rura
Finance. These indtitutions aready play an important role in financing rurd development programmes, and
with better integration and synergy of public initiatives, private financid ingitutions will find additiond

opportunities for congructive involvement.  Additiona co-ordination and strategy will attract finance to
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rural areas and will create new opportunities to mobilise savings and enhance capital flows within rura
areas. Private and parastatal financia institutions have a specific and crucid roleto play.
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Section 7. Ingtitutional Arrangementsfor thel SRDS

141.  Thefunctioning of the ISRDS will operate in two arenas.
The politica arena; and
The operational arena.

142.  Diagram 3 that follows presents a functional exposition of the ingtitutional arrangements for the co-
ordination and implementation of the ISRDS. The arrangements will provide for structured, systematic
assgnment of responsbility in both arenas. The arrangements will add value to existing structures of
government in each of the three spheres. Opening vertical and horizontal linkages that channel resources
effectively to clearly identified and articulated needs and opportunities will create vaue. The ingtitutiona
arrangements work within existing structures, providing strategic reinforcement of capacity where required
to harness and leverage the full potential of government and its delivery partners. Consideration is given
below to the mobilisation of stakeholders because of the central function that this will play in ISDRS
implementation.

7a)  ThePalitical Sphere

143.  Cabinet has assigned to the Deputy President the responsibility for the overal co-ordination and
monitoring of the ISRDS.

144.  The Office of the Deputy President will manage the planning, implementation and monitoring of the
ISRDS. The Deputy President will engage provincia Premiers to establish sound operationa co-operative
governance in each province so that operational matters are fully endorsed. Through these relationships of
the ISRDS the Deputy President will also engage political leaders in the local government sphere in manners
appropriate for implementation.

145.  The ISRDS Strategic Advisor to the Deputy President will be supported by a dedicated programme
manager with the sole function of managing the overall co-ordination and monitoring of the ISRDS.

146.  In Cabinet, the relevant the core group of Ministers will be drawn from the Economic, Infrastructure
and Socia Clusters. They will give leadership to, and ensure that the core ISRDS processes, namely, co-
ordinated and integrated ddivery, are implemented across the horizontal and vertica structures of
government in terms of the Congtitutional and other legidative frameworks on cooperative governance.

147.  The Infrastructure, Economic and Socia Clusters will be the foca point for the ISRDS in Cabinet.
As the ddivery of infrastructure is seen as the catayst for bringing about the social and economic
sustainability in the three nodes selected to date, the Infrastructure Cluster will take alead in these. Therole
of each Cluger in the ISRDS will be to ensure that the sectora line-function departments prioritise the
identified nodes in their programmes and budgets, and that they operate effectively through the required
planning mechanisms of the IDPs.
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148.  Each node will be lead by a noda champion. Champions will provide political leadership for each
node, and may be a Minister, a Premier, a MEC or a Mayor. The champion will enter into a performance
agreement with the Deputy President, which will establish accountability for the implementation of delivery
in anode.

7b)  TheOperational Sphere

149. A dedicated Project Team for each node will support each Nodal Champion. The team will be lead
by a noda ddivery manager, who will be operationaly responsible for management and co-ordination of
delivery. The manager will report to the nodal champion. Members of each Team will be drawn from a
combination of staff from all three spheres of government, loca NGOs, CBOs and the private sector. The
teams will provide a focus for developing the spirit of volunteerism.

150. Community based project teams will be established in each node. They may operate in a range of
formats and scales, depending on the spatial and institutional formation of the node. They will integrate with
designated IDP structures in a node to provide seamless integration of planning and implementation actions.
They will provide support to municipdities where it may be needed, but will not usurp the statutory
operationa responshilities of local government. They will implement or direct/fecilitate the implementation
of al ISRDS projects that are outside local government legal or implementation competency.

151.  The nodal delivery managers and community based project teams will engage the IDP in anode in
al parts of the IDP planning, budgeting, implementation and monitoring and evauation cycle. They will
support the nodal IDP process to engage nationa and provincial line function departments, organs of state,
NGOs, CBOs, CSOs, FBOs, international agencies (including the UN system, the World Bank and bilatera
aid agencies) and the private sector. The manner of support will be responsive to the capacities in each node.

152.  Nationa and provincid line function departments will be delivery agents in a node to the extent
provided in their authorities and identified in their ams. The existing general designation of roles between
the spheres of government will be maintained, and the mandate of loca government to ddiver will be
supported by the line function departments. The ISRDS recognises that in the short-term, rura development
programmes will be supply driven. However a cornerstone to the success of the ISRDS lies in the extent to
which it will become demand-driven within the shortest possible time. Hence a key role of the line function
departments is the design and implementation of processes and mechanisms that will transfer and
ingtitutionalise service delivery a the loca level. National and provincia departments thus will assume a
critical role in facilitating the shift from centralized processes to localy owned and driven processes.

153. A critica assumption in the ISRDS is the fact that there has been significant delivery in rurd
development, but its impact has been limited because of the fragmented and uncoordinated approach to date.
Hence the first phase of implementation of the ISRDS involves the consolidation and integration of existing
programmes and initiatives in the nodes. This will enable government to announce a basket of services and
programmes to launch each node. Nationa and provincia departments will thus be required to assess the
feagihility of integrating existing rural development programmes into the ISRDS.

154.  In terms of new rurd development initiatives departments will commit to coordinated planning.
Furthermore, their contributions to the ISRDS will focus on their mandated core functions and competencies.
This focus will reduce duplication and ultimately effect major savings. The outcomes of the co-ordinated
long-range planning will trandate into innovative, specia integrated services and programmes.
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155.  Nationd and provincia departments will on an on-going basis be responsible for data collection and
reporting in required formats.

156. The Cabinet has appointed the Independent Development Trust (IDT) as a co-ordinating support
agent with responsibilities to support the establishment and implementation of the ISRDS at dl levels of its
operation. The contractua accountability of the IDT is captured in a Memorandum of Agreement between
the Deputy President and the IDT.

70) Stakeholder mobilisation

157.  The widest range of interest groups possible will be mobilised around the ISRDS, ranging from the
targeted rural poor communities or the beneficiaries on the one hand, and service providers and policy
makers on the other. The roles of stakeholders will differ a various points of implementation, as will the
number of partnership and participation arrangements that will evolve. A broad range of stakeholders has
been identified, and will be stratified to balance spatid or sectora requirements:

Rura communities - Rural women

Traditiona leaders - Youth

Traditional heders - Unemployed persons

Loca governments - Nationa Government
Provincia governments - Nationa Council of Provinces
Parliament - Development Agencies
Donor agencies -NGO's

Funding organisations - Organised Business
Students/scholars - Teachers

Organised labour - Farmers

Farm workers - Tourist organisations

Media - Persons with disabilities
Community development organisations - Multilateral aid organisations
Political |eaders/parties/organisations (World Bank, UN system)
Rura pensioners - Foreign embassies

Religious leaders/organisations - Agribusiness
Conservation/Environment Groups - People living with HIV/AIDS

158.  Stakeholder mobilisation will take account of the fact that government had entered the targeted
communities before and that communities may have had limited returns and benefits from the engagement.
Some may have little reason for optimism and confidence that the ISRDS will have a long-term impact on
the qudity of their lives. Hence, in the short-term, significant investment in securing buy-in might be
necessary.

150.  Stakeholder mobilisation will be underpinned by a number of principles:
The inditutionalisation of co-ordinated delivery and integration at locd level will be most important
performance indicator;

Planning, implementation and monitoring which is demand-driven in each node, and energised by a
bottom-up approach and ownership by the rura poor;
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Capacity building of al participants, as the ISRDS does not assume that the capacity for building and
maintaining partnerships exists in government or its partners. Communities, the disempowered poor in
particular, will need help with “claiming their voice” and asserting their strengths, assets and knowledge
in planning, implementation and monitoring processes. This component will be vital for the redization
of the value of the substantial socid capitd existing in rura aress,

A genuine commitment to building and maintaining partnerships and a policy which does not alow for
any deviation from this principle;

Strong socia mobilisation and advocacy which could have a socid movements for rural development as
an outcome;

Cascading  partnerships and participation formations to al levels of implementation, while
smultaneoudy ensuring that innovative models which are relevant to the context, are devel oped; and
Formal performance agreements and terms of reference to ensure accountability and transparency will
guide partnerships.

160. Essatiadly, stakeholder mobilisation, as the first step in the approach, needs to create the
environment in which the ISRDS can take shape and be sustained. In the short-term, it will be directed at
creating awareness, generating interest and diciting commitments to the ISRDS. Processes will address
guestions such as.

What isthis?

Where do we fit?

What isin it for us?

Why should we become involved?
How best should we do this?

161.  Stakeholder mobilisation will yield outcomes over the short, medium and longer term. In the short
term, a consensus framework for participation, co-ordination and integration will be established. In the
medium-term, mobilisation will demondtrate the shift from a centralised, nationaly driven and owned
process to a decentralised, locally owned and driven process. In addition, the shift from supply- to demand-
driven processes needs to be expressed in the mobilisation strategy. An outcome of this phase will be the
indtitutionalisation of mechanisms for integration, co-ordinated delivery, partnership and participation. In the
long-term, mobilisation will reflect the bedding down of rurd development deliverables and consolidation of
the delivery models established. Furthermore, the maturity of noda development will be measured against
the depth of the social sustainability of the achievements.
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Section 8. Phasing of | mplementation

162.  The drategy articulated in the previous sections will be implemented in phases, taking into account
the urgency of delivery within the nodes. Preparatory work needs to be undertaken to plan on what needs to
be done and how it will be done. This should build on the proposals discussed in this document. Key
elements of the implementation plan have been identified as the following:

Putting in place ingtitutional arrangements that will clarify roles of the key stakeholders;
Establishment of an information and knowledge management base ;

Development of the planning and monitoring systems; and

Establishment of the mechanisms for the co-ordination of ddivery as outlined in section 5 above.

163.  The phases of implementation will take place in the following format:

Phasel: The period from December 2000 to March 2001 (until the end of the financial year). This
section outlines al the immediate actions within the four pillars identified for
implementation of the ISRDS.

Phase2:  The period from April 2001 to March 2004.

Phase3:  The period from April 2004 to March 2010.

164.  Ouitlined below in Table 2 are the actions in each of the phases. These actions are not outlined in
any particular order.
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Table 2: Actionsassociated with the phased implementation of the ISRDS

ontered intn aranind

Survey, identify and record

INSTITUTIONAL KNOWLEDGE MANAGEMENT [ PLANNING AND DELIVERY CO- STAKEHOLDER
ARRANGEMENTS MONITORING ORDINATION MOBILISATION
Y 1 Findisation and Establish the digital nerve centre Identify and engage the Identification and | - Groupadl
E signing of in the Office of the President departments selection of stekeholders
A memorandum of Collate al nationa and to identify nodes, and Devel ¢ (categories)
R agreement (MOA) provincid datain a systematic resources for evelopmen Establish
between the IDT and way to identify current policy implementation Nodes stakeholder
O the Presidency. and legidative authorities, and - Identify the NGOs, Driving interim IDP forums based
N 2 Establishment of identify developmental criteriain CBOS and other Processes on categories
E capacity requirements use service organization as Securing initial set Develop a
of three Deputy Create links to Accountant delivery agents up costs (Specia popular version
2 Presidents’ officein General for download of official Facilitate a process of Budget Allocation of the ISRDS
0 terms of co-ordinating reporting from national and identification of for Poverty Relief) document for
0 the ISRDS. provincial spheres choices using the IDPs Establishment of road-shows
0 3 Conclusion of Collate all source materials for and any other tool Nodal Delivery Develop
/ performance information systems existing or deemed necessary for Management frameworks for
1 agreements and planned in national and this exercises Mechanisms engaging
contracts W|th;_ _ provincial spheres Conduct areview of Identification, primary
a. Ministers Establish reporting and analytical development activities packaging and partnersto
b. Provincid formats in the identified nodes branding of Projects ensure
governme Establish and cement Conduct feesibility Re-brand existing participation,
nts partnerships with research and studies based on Pilot Projects and coordination
c. Locd academic ingtitutions choices and priorities establish and integration
governme Esteblish authorities for active | dentify facilitators for Management Develop
nt aqd_ programmes to map out locus of IDPs and other Mechanisms frameworks for
municipd national rural policy planning tools Securing targeted engaging
The part lties Further anelysis of overlaps and Develop a programme line function sirategic
performance gaps cydle for delivery in departmental partnersto
contracts will be each node. Thecycle budgetary ensure
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Table 2: Actionsassociated with the phased implementation of the ISRDS

INSTITUTIONAL KNOWLEDGE MANAGEMENT | PLANNING AND DELIVERY CO- STAKEHOLDER
ARRANGEMENTS MONITORING ORDINATION MOBILISATION
entered into around initiatives and capacities of could either be dlocations participation,
specific ddiverables ddivery partners, particularly responsive and/or Appointment of coordination
within the framework NGOs, organs of state proactive Noda Champions and integration
if nodes. Commence documentation of |dentify appropriate Leveraging Establish a
Cresating around nodes loca best practice and compare tools for each of the additiond funding process of
that will beidentified to international experience stages of the from other sources selecting a
and sdlected including programme cycle Appointment of nodal
previously selected |dentify training needs Nodal Delivery champions
nodes such as of nodal delivery teams Managers Establish a
Bushbuckridge, Develop appropriate Establishment of process of
Matatiele and modules for building appropriate Project identifying
Luskiski. planning skills of nodd Delivery Teams nodes
delivery teams Management of Prepare for the
ddivery inputs and ISRDS summit
outputs. (include venue,
harnessing
resources, etc)
T Refine data gathering, reporting Develop a strategic Finalise Integrated Monitor and
H Review and and analytical methods to serve objectives for each of Development Plans report on
R adjustment of the knowledge based needs of the programmes for each Node achievements
E established ISRDS. identified in the nodes Develop MTEF ISRDS summit
E frameworks of the Develop knowledge ddlivery and those currently performance held
short term phase. systems that create access for all being implemented budgets targeted at
Y levelsin the planning and Facilitating a process of nodes, for each
E delivery spheres deve oping operationa department
A Apply datato the refinement of plans for each of the Refine Nodal
R outer years of MTEF for each programmes identified Delivery
cycle to address overlapsin in the nodes Ingtitutional
C ddlivery, gaps in application of Adjust operationdl Mechanisms




Table 2: Actionsassociated with the phased implementation of the ISRDS

Build capacities of
nodal delivery teamsto
utilise planning tools

INSTITUTIONAL KNOWLEDGE MANAGEMENT [ PLANNING AND DELIVERY CO- STAKEHOLDER
ARRANGEMENTS MONITORING ORDINATION MOBILISATION
Y policies or creation of delivery plans of programmes - Initiate additional
C efficiencies being integrated at the projects arising out
L Refine application of knowledge nodd leve of final IDPs
E base to annual and periodic Develop amonitoring Leverage additional
reviews and reporting and reporting systems resources as
2 Develop research agendawith for programmes required
0 research and academic partners currently being Adjust Project
0 focused on ISRDS implemented in the Delivery Teams
1 Deveop reporting for forma nodes accordingly
/ review of policy and coverage Develop amonitoring | dentify additional
0 and application of resources to and reporting systems development nodes
4 match policy for programmes Refine Nodal
Advance and deepen ddlivery initiated in the nodes Delivery Approach
partnerships Develop forms and based on monitoring
templates required for feedback
programme
implementation
Develop proceduresto
support delivery within
nodes
Establish reporting
frameworks for all
stakeholders
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INSTITUTIONAL KNOWLEDGE MANAGEMENT [ PLANNING AND DELIVERY CO- STAKEHOLDER
ARRANGEMENTS MONITORING ORDINATION MOBILISATION
T 1 Asin the medium Maintain refinement of systems Adjust operational Review Nodal Monitor and
E term phase. and integration of information plans as the monitoring Delivery Approach report on
N and knowledge into al ddivery results and adjust where achievements
functions Adjust the monitoring necessary
Y Maintain research focus to system to fit in newly Re-dign budgetary
E inform review processes added programme processes of all
A Maintain and deepen ddlivery activities departments on the
R partnerships Conduct reviews of basis of nationa
programme integrated
C Conduct mid-term, end development spatial
Y — of — project and ex- targets.
c post evauations Introduce new
L and/or additional
E development
approachesto
2 Integrated
0 Sustainable Rurdl
0 Devel opment
0 Adjust Delivery
/ Mechanisms
é accordingly.
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Annexure 2: Integrated Development Planning
(extract from the Municipa Systems Bill of 1999)

Adoption of integrated development plans
23. Each municipa council must within the first 12 months of its elected term adopt a single,
inclusive plan for the development of the municipality which-

a. links, integrates and coordinates plans, schemes and proposals for the development of the
municipdity;
aligns the resources and capacity of the municipality for the implementation of the plan;
forms the policy framework and general basis on which annual budgets must be based;
complies with the provisions of this Chapter; and
is compatible with national and provincia development planning requirements binding on
the municipaity in terms of legidation.

Part 2. Contents of integrated development plans

Po0D

Core components
24,

1. Anintegrated development plan must be in writing, have attached to it maps, statistics
and other appropriate documents, and must reflect-

a. themunicipa council's vision for the long term development of the municipality
with specia emphasis on the municipality's most critical development and
internal transformation needs;

b. an assessment of the existing level of development in the municipaity, which
must include anidentification of communities which do not have accessto
adequate basic services;

c. itsdevelopment priorities and objectivesfor its ected term including its interna
transformation needs, subject to section 25;

d. itsdevelopment strategies, subject to section 26, which must include any sectoral
planning requirements binding on the municipaity in terms of legidation;

e. agpatia development framework for the municipaity, subject to section 27;

f. itsoperationa strategies, subject to section 28; and

g. afinancia plan, subject to section 29.

2. Theintegrated development plan of a district municipality must contain a framework for
the integrated development plans of the local municipalities within the area of that digtrict
municipaity.

Development priorities and objectives

25. The development priorities and objectives set out in an integrated devel opment plan must
reflect the municipality's most critical development needs for each priority identified. The
municipality must state what its medium and short term objectives are, taking into account-

a. itslong-term vison for meeting those needs;

b. the basic needs of disadvantaged sections of the community;

c. theneed for socia and economic advancement of those sections of the community;

d. financid sugtainability; and

e. itscapacity and available resources.

Development strategies
26. The development strategies set out in an integrated development plan must be aimed at
meeting its development objectives, and must-

a. integrate the various activities and resources of the municipality for the realisation of its
objectives,

b. specify the time frames within which its development objectives will be realised;

c. include particulars of the specific priority development programmes and projects to be
implemented during the municipal council's elected term;

d. include any sectora plans required by national legidation, including disaster management
plans;



e. takeinto account options available to the municipa council to meet its development
objectives, including by way of service delivery agreements; and

f. takeinto account development principles, policies, plans and strategies of the national and
provincial governments.

Spatial framework

27. The spatia development framework set out in amunicipality's integrated development plan
must relate the development priorities and objectives to different geographic areas of the
municipdity, and indicate how the various development strategies will be coordinated in relation
to, and impact on, those different geographic aress.

Operational strategies

28. The operationa strategies must-

a. ensure that the municipality, either done or through service ddlivery agreements, has the
ingtitutional and organisational capacity to redlise its development objectives,

b. ensure that the municipality has the financia capacity to redlise its development
objectives and the ability to sustain its development achievements,

c. dignthe municipality's resources for the redisation of its development objectives, which
must be based on appropriate performance management mechanisms, systems and
processes in accordance with Chapter 6; and

d. inform and involve residents, communities and other stakeholders with regard to the
implementation of the integrated development plan, including project-specific
beneficiaries in the case of specific projects.

Financial plan
29. The integrated development plan of a municipaity must include a medium-term financia plan
Setting out-

a. how the capital and operationa expenditure associated within its integrated devel opment
plan is matched by its revenue raising strategy;

b. the inter-relationship between capita and operating e ements in the budget, projected
investments, borrowings and |oan requirements; and

c. theoverdl long-term viahility of the integrated development plan and the financia plan.

Annual review and amendment of integrated development plan
30. A municipa council-

a. must annualy review and update its integrated development plan; and

b. may amend its integrated development plan whenever necessary.

Copy of integrated development plan to be submitted to MEC for local gover nment



Annexure 3. How will the community based income-generation
programme wor k?

A.1  The community based income generation programme would provide matching grants
to rura community associations to finance small-scale subprojects (up to R250 000 each)
identified by these groups as priority investments that would improve community well-being.
Subprojects would be of many types, broadly classified as infrastructure (such as rural water
supply, electrification, loca road improvements and smdl bridges), socid (eg., sanitation,
community centres, day care centres) and productive subprojects (such as communal
irrigation schemes, smal-scale community agro-processing, provison of smdl agricultural
equipment and communa farm tractors, small livestock production). Subprojects that fall
within the CMIP or other menus would naturally go to that window firgt, since communities
can access these projects on a 100% grant basis. If a community wanted, however, for some
reason to undertake a traditional infrastructure program with a matching grant, the proposal
would be digible for consideration. Subproject sdection would be demand-driven and based
on community preferences. The program would establish a negative list of subproject types
indligible for financing and, for productive subprojects in particular, additional and rigorous
digibility criteria’.  Subproject proposals would observe standard documentation and
technical, economic, environmental and sustainability criteria established in a detailed Project
Operational Manual, which sets forth procedures and guidedlines for implementation.

A.2  Community associations are the foundation of program implementation. These
associations are responsible for formulating ideas for subprojects and submitting these
proposals to the Municipal Councils for ranking and/or gpproval. Once a subproject has been
approved, the community association enters into a legaly binding agreement with the PCU
and/or Municipa Council through which the funds to implement the subproject are passed to
the association. The association is responsible for all procurement’ and record keeping during
the implementation of the subproject. Beneficiary associations contribute to subproject costs,
either in cash, kind or labour, and are responsible for the operation and maintenance of the
investments.

A.3  The identification, preparation and implementation of al subprojects financed
through the matching grant window would be the responsibility of the beneficiary rurd
communities. Three different delivery mechanisms could be considered with regard to
gpproval and financing of subprojects, with determination between and among them at a later
stage of program design (Figure A.1):

! Eligible productive subprojects would be those that provide services that benefit alarge

number of community members and for whichafeeis charged for operation and maintenance.
Productive subprojects, as with infrastructure and social subprojects, must be property of the
association as awhole and not of select members. For each type of productive subproject, a set of
operational guidelines, developed by the PCU, would be provided to the association and must be
adopted. In addition, each subproject proposal must identify the source of technical assistance for
subproject implementation and subsequent operation.

2 Beneficiary associations may request assistance from the PCU for procurement under
subprojects.



Figure Al:  Alternative Assignments of Responsibilities for | mplementation of the
Matching Grant Program

More More
Centralized Decentrdized
<
Provincial Community Municipal Pilot Municipal
Scheme Community Scheme Community Fund
Province " Screens proposal for " Manages funds -
technical feasibility releasing funds for
Approves projects subprojects upon
Manages funds - approval

releasing funds for
projects upon approval

District " Screens proposal
for technical
feasibility

Municipality " Project priority ranking | ©  Project priority * Project priority ranking
ranking " Screens proposal for
Approves projects technical feasibility

(with technical
assistance if necessary)
Approve projects
Manages funds -
releasing funds for
projects upon approval

A4 Provincid Community Schemes (PCS). Under PCS, rurd communities would
submit their subproject investment proposals to the municipa subcommittee for priority
ranking, after which the subcommittee would forward them to the Provincia Project
Coordinating Unit (PCU) or its local office at the district level. The PCU screens, approves
and releases funds for subprojects, interacting directly with the beneficiary communities.
Under this arrangement, the role of the municipal authorities is limited to the priority ranking
undertaken by the subcommittee. The province retains a substantial role in screening,
approval, and management of funds. In most cases, the provincia authority will have its staff
assigned at the digtrict leve fulfill the provincid obligations.

A.5 Municipa Community Schemes (MCS). In MCS, decision-making on subproject
gpprova is delegated by the Province to Municipa Councils, who would act on the
recommendations of their project evauation subcommittee. The Municipa Councils would
have an indicative annua budget for the matching grant window, and the approval of
proposals would take place at the municipal level. Municipalities could ill cal on additiond
technical resources from the district of provincial level to screen proposals for technica
feasibility, but approva would take place at the municipa level. Execution in al cases would
be by the community groups. Under this approva arrangement, municipalities would choose
projects (rather than ssimply ranking them, as under the approach described above), but would
not manage the funds. Provincial staff would release funds directly to the accounts of the
beneficiary associations, and unallocated monies would remain &t the provincia levd.



A.6  PFilot Municipa Community Funds (MCF). Under this arrangement, Municipa
Councils would rely on their subcommittees to prioritise and rank subprojects, and the
Councils would both approve the projects and handle the funds. Municipalities operating
under these arrangements would aready have demonstrated considerable capacity in
accounting and management, but their jurisdictions would still be poor enough to qudify for
the matching grant window. The Municipal Council would transfer funds to beneficiary
associations to finance approved community subprojects.

A.7  Each three options for management of the program outlined above correspond to
increasing degrees of decentraization of decison-making and resource management. Moving
between and among them, municipalities take increasing control over project investment
planning, prioritisation, approval, and management of funds. Correspondingly, the municipal
councils become increasingly experienced in interacting with their congtituents, and
increasingly accountable to them as they take on more functions. The three options might be
seen therefore not as dternatives, but as sequencing of increased responsbility for the
municipal governments. This ingtitutionalisation of the participatory process would protect it
from politica fluctuation, and would eventudly lead to stronger partnerships between
communities and their respective municipal governments in determining the use of public
resources.

A.8 Mog of the municipaities eligible to participate in such a program would most
appropriate start with the provincia community schemes.  Upon meeting established
benchmarks demonstrating capacity, first to approve projects, and next to manage funds,
municipalities could successvely graduate to increasingly decentraized versions of the
program. The most decentralized version, the municipal community funds variant, could be
introduced initially on a very limited pilot basis in the stronger éigible municipdities. Most
municipaities could be expected to move eventudly to the full management of ther
investment budgets under the municipa community funds model described above, prior to
graduating from the program entirely. If monitoring and evauation indicated problems with
one type of project administration, the municipdity could shift back to greater reliance on
district and provincia authorities until the problem is addressed.

A.9 In compliance with good governance principals, beneficiaries must form legaly
condtituted civil associations in order to be eligible to receive financing under the matching
grant window. Disbursements to the beneficiary associations would be made through
agreements with the implementing agency a the provincid or municipd leve.
Understandings should be reached on draft model agreements for implementation of
subprojects between the PCU, Municipd Councils and community associations. Modéel
agreements would form part of the Program Operationa Manual. Beneficiary associations
would contribute to subproject cogts, either in cash, kind or labour, and would be responsible
for the operation and maintenance (O&M) of the investments. The minimum level of
contributions expected from the beneficiaries, municipdities and the higher levels of
Government would be specified in a cost-sharing matrix in the Program Operational Manual.



