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1 District Profile: O.R. Tambo District
Municipality (DC15)!

The O.R. Tambo District Municipality (ORTDM) occupies the eastern coastal portion of the
Province, bordered by KwaZulu-Natal and by the Eastern Cape districts of Amatole, Chris
Hani, Ukhahlamba and Alfred Nzo (refer to 1.3). The District extends over 15,946.84km?
and incorporates seven former Transkei magisterial districts into seven local
municipalities. The District includes the bulk of the Wild Coast SDI and is home to Luchaba
Nature Reserve, next to Umtata Dam and a string of coastal nature reserves (including
Mkambati, Silaka, and Hluleka) and indigenous forest reserves (including Mt Thesiger, Mt
Sullivan, Ntlopeni, Lotana, Mbotyi, Egosa, Ntsubane) as well as a proclaimed marine
reserve, adjacent to Mkambati. OR Tambo includes moderate and high rainfall areas,
principally along its sub-tropical coast, but also in pockets of mountainous areas, and has
a diversity of vegetation, from grasslands and thicket to forests and bushveld. The District
is considered to have the richest natural resources and the most fertile areas in the
country, with good soils and climatic conditions. ORTDM is also one of the four ISRDP
nodes in the Eastern Cape.

The District is the second most populous, after Amatole, accounting for 26.20% of the
Provincial population. However, ORTDM occupies only 9.52% of Provincial land, making it
the most densely populated district, at around 108 people per square kilometre — second
only to the Metro. By contrast, OR Tambo has a marginal urbanisation rate of 9.24%,
ranging from only 0.19% (Mbizana) to 26.42% (KSD). Furthermore, the district’s population
composition by age and gender, where women constitute 54.20% and people aged under
20 years 53.65%, is comparable only to Alfred Nzo. Similarly, ORTDM and Alfred Nzo
share the lowest HDI measure of 0.44. The overwhelming majority (82.17%) of the
population is living in poverty and the unemployment rate stands at 70.76%. The extent of
impoverishment in the district can be evidenced from the poverty gap of R2,941.26m,
amounting to the largest share (32.99%) of the Provincial poverty gap.

OR Tambo is classified as a Category C2 municipality, indicating a largely rural character
and low urbanisation rate, as well as limited municipal staff and budget capacity. All, but
King Sabata Dalindyebo (KSD), local municipalities are classed as Category B4 (rural,
mainly subsistence) reflecting limited institutional capacity and areas characterised by
small centres, limited SMMEs and market opportunities, dependence on public support
and LED activities that are principally at the level of the small project. KSD is classed as a
Category B2 (large core town/s with surrounding agricultural areas) municipality reflecting
reasonably adequate budgets and staff, urban centre(s) with associated resources where
LED activities are emerging into strategies and programmes to take advantage of
economic potential, as well as substantial numbers of SMMEs, considerable market
opportunities, but limited private sector business development services.

1 Sources: MDB 2003, MDA 2004; Global Insight 2005, OR Tambo IDP 2005, ECSECC 2002-2005, ECDC 2003,
Department of Social Development 2005

Annexure 5: District Profile: O R Thambo District Municipality (DC15) 1



The District contributes around one tenth to Provincial employment (10.65%) and GDP
(9.81%). In addition, the district is heavily reliant on the government and community
services sector for both formal employment (49.31%) and GVA-R (43.23%); a pattern
which is reflected across all the local municipalities. KSD, home to the district's
administrative and economic centre of Umtata, accounts for the greatest contribution to
GDP (59.26%) and to formal employment opportunities (52.35%) within OR Tambo.
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1.1.

Categories 2004
Area (km2) (MDB)?

Population (No.)
Urbanisation Rate (%)

Density (people/km2)
Black
Demographics White
(%) Coloured
Asian
Female
Gender (%) Male
0-4
5-19
Age (%) 20-64
65+
HDI

HIV Prevalence (%, 2003)*
Functional Literacy (%)

Education Levels (NB(r)z:dee 12

0,

Vb elge 15 Tertiary
Household R0-200
Monthly Income R201-1000
Levels (%) R1001-2500

2 Municipal Demarcation Board — Global Insight geographic areas used for all other categories for internal integrity

3 EC Department of Health

B4

Mbizana
2,411.88

214,362
0.19
108.85
99.52
0.28
0.15
0.05
55.18
44.82
14.44
40.27
40.31
4.98
0.42

47.75
15.27

9.78

2.60
10.44
31.12
30.44

Baseline District and Local Municipal Statistics

B4

Ntabank
ulu

B4

Qaukeni

1,455.90  2,456.90

137,951
9.30
94.07
99.76
0.12
0.09
0.03
54.11
45.89
14.81
39.64
39.40
6.15
0.41

41.21
16.91
5.88
2.05
4.56
34.59
33.69
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398,976
1.63
111.28
99.64
0.01
0.30
0.05
54.84
45.16
15.56
39.25
39.66
5.53
0.39

40.38
20.54

7.39

2.89
11.77
31.97
28.39

B4

Mhlontlo

2,606.88 | 2,704.05

B4 B4
Port St
Johns  Nyandeni
1,291.46
74,926 310,519
5.29 0.26
116.64 113.41
99.26 99.80
0.17 0.01
0.54 0.17
0.03 0.01
54.21 53.44
45.79 46.56
16.07 15.34
39.34 39.39
39.44 40.16
5.16 5.11
0.42 0.41
29.20
41.61 47.64
19.43 17.59
6.15 8.16
2.98 2.48
10.57 11.52
30.53 37.04
27.18 26.54

226,626
11.92
69.17
99.84

0.00
0.14
0.01
54.35
45.65
13.49
40.99
39.28
6.24
0.46

55.16
10.65
7.00
3.68
9.06
31.39
29.00

B2
King
Sabata
Dalindye
bo

3,019.77

433,627
26.42
145.40
98.88
0.41
0.51
0.20
53.63
46.37
13.18
37.11
44.92
4.78
0.49

58.92
13.15
16.52

7.03

9.25
27.37
24.11

C2

O.R.
Tambo
DM

15,946.8
4
1,796,98
8
9.24
107.86
99.49
0.15
0.29
0.07
54.20
45.80
14.52
39.13
41.02
5.33
0.44

49.21
15.97
9.92
3.88
9.97
31.61
27.62



GDP per capita (R'000)*
Unemployment (%)
Dependency Ratio

Financial Grant Dependency®

. Water
Access to basic T
; Sanitation
services (% Electricit
Households, Ref y
2001) eluse
Housing

4 GDP by Region (GDP-R) at Current Prices
5 Expanded definition

2.93
74.30
4.93
77.39
8.85
60.52
25.00
2.45
96.91

1.59
84.89
4.74
72.06
10.18
32.98
14.50
3.22
97.39

6 % of municipal 2002/03 budget constituted of grants/subsidies and transfers/allocations
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2.59
81.11
4.32
69.45
13.32
52.58
13.64
2.88
95.88

3.41
75.79
4.29
112.27
10.17
24.94
17.20
3.56
96.50

1.96
76.55
5.07
90.31
9.40
37.65
32.23
1.80
97.01

3.93
71.31
4.24
69.08
18.82
47.49
30.14
4.29
94.20

12.20
55.52

2.88
22.66
30.19
54.15
41.65
24.18
94.30

4.97
70.76
4.06
224.96
16.58
47.06
28.08
8.49
95.79



1.2. The District Space Economy
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Conceptual map providing overview of socio-economic context and of spatial linkages and surfaces across the district Sources: Municipal
Demarcation Board; ECSECC
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1.3. Competitive Advantage Profiles

The elements of municipal competitive advantage are explored below for the District and Local Municipalities.

SOUTH AFRICA TO O.R.TAMBO
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2 The District
Development
Framework: O.R. Tambo
District Municipality
(DC15)’

O.R. Tambo envisions “Attaining a developmental
Municipality, responsive to social aspirations for an economically vibrant, healthy,
sustainable community.” The District faces a declining economy, high levels of poverty,
underdevelopment and infrastructure backlogs as well as reliance on the Government
sector. Development priorities are accordingly directed at four areas: Alleviation of poverty
and high levels of unemployment that contributes to the high crime rate; Access to basic
services, housing and social infrastructure, especially in more rural areas; Economic
development through tourism and LED Projects; and Increasing municipal institutional
capacity and skilled, effective management of development. Further, with a large and
youthful population there is an urgent need for skills development and other educational
facilities.

LED is recognised as crucially important in tackling widespread poverty and co-ordination
needs to be achieved between LED, and welfare and poverty relief programmes. Strategic
guidelines for LED include: Maintaining a rural focus where appropriate; Boosting local
economic growth based on developing tourism and the existing local resources in
agriculture; and Labour-based procurement policies.

Integrated development programmes are focused on sustainable development areas and
nodes of greatest need. Development efforts are clustered around Mfundisweni,
Viedgiesville, Coffee Bay, Magusheni and Tombo. Identified opportunities include: arable,
undeveloped agricultural land; value-adding (particularly through forestry-related
products); tourism and the related Wild Coast SDI.

2.1 Key Elements of Municipal Competitive Advantage

2.1.1 Infrastructure and Services

O.R. Tambo Infrastructure and Services Index reflects underdevelopment across the
District, with KSD and Mbizana emerging as the most developed local municipalities.
Overall, the District fares better on Communications and Economic Infrastructure than on
Quality of Life measures. The extent of road surfacing is below the Provincial average
throughout and the District’'s remoteness from a major economic hub tends to lower the
Communications score. Nonetheless, the area of cellular network coverage is
considerable and telephone access is likely to increase, while investment in water,
sanitation and roads will enhance the area’s performance. O.R. Tambo’s status as an

7 Sources: IDP 2002 & 2003; Citations from LED Strategy 2003; OR Tambo District Report November 2005
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ISRDP node, its inclusion in the PGDP-related Umtata-East London and Wild Coast
Agro-Tourism Corridors, together with the District's MIG allocation — which averages
R170.55 per capita, somewhat higher than the Provincial average — may further enhance
the infrastructure and services, as well as economic, performance of the area.

2.1.2 “Rules of the Game” (Institutional Environment)

The District has a low urbanisation rate (9.24%) and the population is predominantly
(90.22%) resident on tribal land. Almost two-thirds (63.44%) of all households own their
own properties, of which the majority (88.75%) are fully paid-up owners. Of the 144
unsettled land claims in O.R. Tambo, only nine are for financial compensation — an
exceptional situation in the Province. The remaining 135 claims are for land for
subsistence (105), forestry (11), conservation/game (8), sugar cane (3), livestock (2) and
maize (1) farming, and for housing (5).

The ratio of police stations to population is low, although average geographical coverage is
comparatively high. The District crime rate is lower than the provincial average and has
decreased (-1.24%pa) over the past three years, although an increase has been recorded in
four of the seven local municipalities.

The District economy, as a whole, is more diverse than the individual local economies, with
the exception of KSD, but considerably more concentrated than the Provincial economy.
Community services is the overwhelmingly dominant sector in terms of contribution to both
GVA (43.34%) and employment (49.31%). The cost of doing business in the District
compares favourably to the Provincial average, although limiting factors are transaction costs
arising principally through distance, and travel time, to major economic centres, together with
the limited distribution of Telkom service branches. Municipal regulatory capacity is poorly
developed and access to finance and business service providers very limited, with marginal
representation in KSD, Mbizana and Quakeni.

2.1.3 Economic Indicators

O.R. Tambo has a very youthful population, with over half (53.65%) of all residents aged
below 20 years. Moreover, the rate of unemployment (70.76%) and of dependency (4.06)
is significantly higher than the average Provincial rates (55.41% and 2.51, respectively).
Poverty is both deep and pervasive, where the overwhelming majority (82.17%) of
residents live in poverty and where the District accounts for almost one third (32.99%) of
the Eastern Cape poverty gap compared to its 26.20% share of the total Provincial
population. O.R.Tambo’s average per capita income (R8564.57 per annum) falls well
below that of the Eastern Cape and the District reflects the highest dependence on social
welfare grants. The District has, however, evidenced lower rates of increase in both
poverty gap (10.38%pa) and poverty indicator (3.85%pa) than the Province, from 1996 to
2004.

Comparative advantages in terms of GDP contribution are reflected for the sectors of
Agriculture (dominated by the Forestry and Logging sub-sectors), Trade (principally
Retail, then Wholesale sub-sectors) and Community Services (centred on Education).
Comparative advantages in employment contribution are reflected for Community
Services (principally Education) as well as Households.

Annexure 5: District Profile: O R Thambo District Municipality (DC15) 8



Tourism is concentrated along the coastal strip of O.R. Tambo, home to the bulk of the
famous Wild Coast with its associated nature reserves, and fishing, birding, diving and
hiking opportunities. The District’s high rainfall and generally high agricultural potential, with
an abundance of under-utilised arable land, makes it suitable for a wide range of forestry
and agricultural production and related value-added processing, such as furniture
manufacturing. Development of roads, backward and forward linkages and markets are
required to effectively realize much of the area’s potential. Opportunities to enhance
potential may be furthered by the District’s inclusion in the Mzimvubu Basin Management
and Development Programme and the PGDP Umtata-East London and Wild Coast Agro-
Tourism Corridors.

2.1.4 Capacity

O.R. Tambo shares the lowest HDI (0.44) in the Province with Alfred Nzo. The District
also claims a comparatively high proportion of child-headed households, and below
average access to education and particularly health services and professionals. The
District has a high HIV prevalence rate in the Province, with 29.20% of residents infected.
O.R. Tambo has a poor skills base, considering functional literacy (49.21%), the
qualification rate of over 25 year-olds (6.19%) and proportion of residents with at least a
matric (13.80%).

The ratio of women to men, at 1.18, reflects a higher presence of women in the area and
women make up 51.06% of the EAP, which has increased at a higher rate (4.00%pa)
than Provincially (3.88%pa) over the past eight years. The rate of women’s
unemployment (73.14%) is significantly greater than the Provincial average (61.80%),
and growth in women’s unemployment (5.70%pa) is high, but below the Provincial growth
rate (6.10%pa).

Finally, District Municipal capacity is low, considering the limited number of functions
performed and the ratio of municipal employees to population. Some capacity is
evidenced by modest managerial experience and the presence of an LED manager, as
well as local tourism and planning staff.
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3 The Local Development
Framework: Mbizana
Local Municipality
(EC151)®

The Mbizana Local Municipality is 2411.88km? in
extent, consists of 21 wards and will have 42
councillors. “Mbizana Municipality is committed to
unifying its people for a provision of Sustainable and Affordable Service Delivery and
building a people-driven Economy to fight poverty”. Key development priorities are
identified as: Poverty alleviation, Employment, Social services, Tourism, and Institutional
development. In furthering its vision, Mbizana aims at developing a self-sustainable
municipality through integrated development, sustainable use of resources, poverty
reduction, service delivery at an affordable cost, skills development, better health care
facilities, the protection of the natural environment and ensuring a crime free society.

Agriculture forms the basis of primary activities, yet it is mainly subsistence and attempts by
the Department of Agriculture to assist small farming initiatives, have largely been
unsuccessful for reasons such as lack of training or equipment. The area has high agricultural
potential and much of the produce imported from other regions could easily be produced
locally. The LED Unit aims to “embrace entrepreneurship” and target primary activities with
possible value-adding manufacturing. Tourism projects exist around the Wild Coast Sun and
other cultural heritage spots, such as Oliver Tambo’s birthplace.

3.1 Key Elements of Municipal Competitive Advantage

3.1.1 Infrastructure and Services

In spite of having two air transport facilities, Mbizana’s Communications (transport and
telecommunications) infrastructure is underdeveloped, with no rail or sea port facilities, a
limited portion of tarred roads (13.56%) and a low percentage (15.50%) direct access to
telephones by the local population. The nearest major economic hub is Durban
(KwaZulu-Natal), while the nearest major economic centre in the Eastern Cape is East
London.

On Quality of Life, Mbizana scores below the Provincial average across all measures
but adequate shelter. The provision of basic services (water, electricity, sanitation, and
refuse removal) is poor, and access to education and particularity health care facilities is
limited.

Economic infrastructure is similarly below the Provincial average, with only two post
offices, with banking capability, and three ECDC properties, including one industrial
property, and a First National Bank in Bizana.

8 Sources: IDP 2002 & 2004; MDB 2003
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3.1.2 “Rules of the Game” (Institutional Environment)

The overwhelming majority (97.75%) of the population is resident on tribal land, yet an
almost equal proportion (73.13%) of residents own their properties, of which 96.00% are
fully paid off. Mbizana has the second highest number of unsettled claims for land in the
District, with six for financial compensation and the remaining 21 claims for land for
subsistence (13), conservation/game (4) and sugar cane (3) farming and forestry (1).

The ratio of police stations to the local population is considerably below that for the
Eastern Cape, although average geographical coverage is somewhat higher. The crime
rate is less than half the Provincial average and has declined significantly (-3.57%pa)
over the past three years. Business-related crime is slightly less prominent that
stocktheft.

The local economy is hightly concentrated, dominated by the Community Services and
then Trade sectors. The cost of doing business in the area is the highest in the District,
considering transaction costs arising through distance, and travel time to major
economic centre — in this instance to Durban (KwaZulu-Natal) — and the absence of a
Telkom service branch, marginal access to finance and enterprise support services as
well as business service providers and limited municipal regulatory capacity.

3.1.3 Economic Indicators

More than half (54.71%) of the Mbizana population is aged under 20 years, while the
majority (82.48%) live in poverty and 41.56% of households live on up to R1000 per
month. An indication of the extent of poverty is gained by noting the high dependency
rate (4.93), high expenditure on food (27.77%) and the Municipality’s greater share of the
Provincial poverty gap (4.00%) than of the Provincial population (3.12%).

The Municipality’s relatively low Productivity score results from the low GDP per worker
(formal and informal), low growth in value creation relative to employment and labour
remuneration and a shortage of skills available to the economy. Mbizana’s Formal
Economy Performance score is diminished by the highly concentrated local economy,
high financial grant dependence, negative trade balance and poor GDP growth
performance. While GDP contribution has grown (1.22%pa) from 1996 to 2004, it has
experienced a loss in share of the Provincial and District economies over the same period.
By contrast, Mbizana is a leading economy Provincially and nationally, on formal
employment, with above average growth (2.54%pa) over the last eight years.

Mbizana reflects relatively low Economic Absorption Capacity, considering its negative
income-expenditure balance and modest economic and employment multipliers as well
as buying power. The Municipality acknowledges that the local economy is unable to
absorb the high numbers of employment seekers, but that various NGO’s and CBO’s are
focussing their attentions on urgent economic development.

Mbizana claims a comparative advantage in Trade and Community Services, for both
employment and GDP contribution. Hotels and Restaurants is the dominant Trade sub-
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sector (18.48% GVA and 23.04% employment), while the Retail sub-sector generates
14.74% GVA and 7.31% employment. Education dominates the Community Services
sector, accounting for 17.07% GVA and 24.86% employment, followed by the Health and
Social Work sub-sector (12.80% GVA and 9.98% employment). Mbizana also claims an
employment advantage in Households (11.91%) and claims, in terms of value added
production, an advantage in Agriculture, centred on the Agriculture and Hunting sub-sector,
which contributes 6.71% GVA and only 3.03% employment.

Tourism is a leading product in Mbizana, as reflected by the dominance of the Hotels and
Restaurants sub-sector. Agricultural potential is high with a wide range of leading and
potential products, particularly maize as well as nuts, vegetables, citrus and subtropical
fruits, hemp and indigenous plants, sugar cane and tea. Poultry and livestock as well as
value-adding to all aforementioned products are further opportunities for the area.

3.1.4 Capacity

Factors contributing to low Resident Participation Capacity in Mbizana are the low HDI
(0.42), below average access to education and health services and professionals and
relatively high proportion of child-headed households. HIV prevalence in the District is
high, at 29.20%.

While the managerial experience and the number of municipal employees relative to the
population size is low, Mbizana performs moderately well on Municipal Capacity
considering the number of functions performed with capacity and the presence of
tourism, regulatory and planning staff.

Functional literacy (47.75%) is low in Mbizana as is the proportion of residents that
have gained at least a matric (12.38%). Women’s Economic Participation is limited,
where they constitute 50.29% of the EAP but face higher unemployment levels and rate
of growth in unemployment than men.
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4 The Local Development
Framework: Ntabankulu
Local Municipality
(EC152)°

The Ntabankulu Local Municipality extends over
1455.90km?, consists of 11 wards and will have 22
councillors. The Municipal vision is to endeavour “in
reconstructing and developing the poverty-stricken community through the efficient and
sustainable provision of basic infrastructure and affordable services by a democratic,
accountable and participatory government in a safe and healthy environment”. Key
development priorities are identified as: Infrastructure; LED; Social Needs; Environmental
Management; Finance; and Institutional development.

The Ntabankulu Municipality experiences extremely low socio-economic conditions for a
region with high development potential in the agriculture, forestry and tourism sectors.
Under good management and with utilisation of existing natural resources the area could
reduce it's unemployment rate by 50% in 10 years. LED programmes aim to revive the
economic base of the town Tabankulu (through SMME facilitation), develop agricultural
potential (especially in livestock), encourage rural development and expand upon tourism
opportunities. Integrated Spatial Development Framework Plans and Integrated Poverty
Reduction and Gender Equality Programmes have also been initiated to attempt to
stimulate growth. A skills development plan is seen as essential, where the vast majority is
identified as unskilled or in possession of elementary skills.

4.1 Key Elements of Municipal Competitive Advantage

4.1.1 Infrastructure and Services

Ntabankulu’'s Communications (transport and telecommunications) infrastructure is
underdeveloped, with no rail, air or sea port facilities coupled with very limited surfacing
of all roads (3.07%) and the low percentage (12.82%) direct access to telephones by the
local population. A further consideration is the area’s relative remoteness from any major
economic hub.

On Quality of Life, Ntabankulu scores well below the Provincial average across all
measures but adequate shelter and schools. Access to schools is higher than the District
average and comparable to the Eastern Cape average. The provision of basic services
(water, electricity, sanitation, and refuse removal) is poor, and access to health care
facilities is very limited. Economic infrastructure is similarly below the Provincial

9 Sources: IDP 2002; MDB 2003
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average, and is poorly represented in respect of business support institutions and claims
only three post offices, with banking capability.

4.1.2 “Rules of the Game” (Institutional Environment)

The overwhelming majority (96.34%) of the population is resident on tribal land, yet
around half (51.12%) of all residents own their properties, of which 77.57% are fully paid
off. Ntabankulu has seven unsettled land claims, one for land for housing and six for land
for subsistence farming.

In spite of poor police coverage, by area and population size, the Municipality has the
lowest crime rate in the District. However, Ntabankulu is one of the few areas in the
Province to experience a growth (0.74%pa) in the rate of crime from 2001/02 to 2004/05.
The local economy is concentrated, dominated by the Community Services sector. The
cost of doing business in the area is high, considering transaction costs arising principally
through distance, and travel time to major economic centres, and the absence of a Telkom
service branch and of any apparent business service providers, together with marginal
access to finance and enterprise support services and modest Municipal regulatory
capacity.

4.1.3 Economic Indicators

Ntabankulu is home to a large proportion of both under-20 (54.45%) and over 64 (6.15%)
year-olds and unsurprisingly claims a high dependency ratio (4.74). The Municipality
claims the highest percentage population living in poverty (91.81%) in the Eastern Cape,
coupled with the highest rate of unemployment (84.89%). A slightly higher share of the
Provincial poverty gap (2.72%) than of population (2.01%) is found for the area, while
39.15% of households live on up to R1000 per month and an average of 26.91% of total
expenditure is on food.

The Municipality has a very low Productivity score owing to poor growth in value
creation relative to employment and labour remuneration, low GDP per worker (formal
and informal) and a shortage of skills available to the economy. Ntabankulu’s low Formal
Economy Performance score reflects on the highly concentrated local economy and
financial grant dependence, and low GDP growth performance — GDP has grown
(0.41%pa) from 1996 to 2004, but has experience a loss in share of the Provincial and
District economies over the same period. By contrast, Ntabankulu is a leading economy
in the Province and nationally on formal employment, which has experienced above
average growth (1.99%pa) over the last eight years.

Ntabankulu reflects the lowest Economic Absorption Capacity in the District,
considering total disposable income and buying power and the negative income-
expenditure balance. However, the local informal sector has the highest capacity to
generate economic activity relative to formal employment.

In spite of its poor performance, the local economy claims a comparative advantage in
Agriculture, Construction and Trade, in terms of GDP contribution, an employment
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advantage in Households (19.66%), as well as an advantage in Community Services, for
both employment and GDP contribution. Education dominates Community Services,
accounting for 30.87% GVA and 38.42% employment. Forestry and Logging (6.01%) and
Agriculture and Hunting (4.19%) are the main Agriculture sub-sectors, Construction
contributes 2.92% while the Wholesale (7.93%) and Retail (7.55%) sub-sectors are the
principal GDP contributors in the Trade sector.

Leading products in the area include forestry, sugar cane, maize and wheat, as well as
beef. Potential also exists for poultry and goat production.

4.1.4 Capacity

Factors contributing to low Resident Participation Capacity in Ntabankulu are the low
HDI (0.41), limited access to health services and professionals and below average
access to education professionals and facilities, and a relatively high proportion of child-
headed households.

While Ntabankulu has tourism, regulatory, planning and trading staff, the Municipality
performs poorly on Municipal Capacity with its low ratio of municipal employees to
population size and of managerial experience, and limited number of functions performed
with capacity. The Municipality has been identified, in the National Capacity Report
(MDB, 2005), as requiring priority assistance based on past poor performance.

Functional literacy (41.21%) is very low in Ntabankulu, as is qualification rate and
proportion of residents with at least a matric (7.93%). Women’s Economic Participation
is limited, where they are in the majority, with a ratio of 1.18 per male, but constitute only
47.72% of the EAP and face higher unemployment levels and rate of growth in
unemployment than their male counterparts.

Annexure 5: District Profile: O R Thambo District Municipality (DC15) 15



5 The Local Development
Framework: Qaukeni
Local Municipality
(EC153)v

The Qaukeni Local Municipality covers an area of
2456.90km?, consists of 25 wards and will have 50
councillors. The Municipality envisions a
“developmental, economically viable and responsive
municipality where all communities enjoy equitable access to sustainable services”. The
Municipality aims to “facilitate sustainable development by promoting economic
development and ensuring service delivery in a just and equitable manner focusing on
infrastructural and social services through a skilled, accountable and responsible
administration and council that prioritises community needs and good governance.”

Of the identified development priorities, Economic Development is top priority among the
related development thrusts of: Institutional development; Infrastructural Services; Social
Development and the Environment. Objectives of the Economic Development Thrust are to:
achieve an average annual GGP growth rate of 3% through economic diversification by
June 2009; provide satisfactory support to SMMEs by June 2007; and reduce
unemployment by 5% by 2009. Tourism, Public-Private Partnerships (PPPs) and Incentives
to attract investment need to be encouraged and the informal sector, which is a significant
employer in the area, should also be developed. Potential for agriculture, forestry, tourism
and aqua culture are significant These possibilities offer opportunities for the development of
sustainable programmes that seek to address poverty and unemployment. The production
and export of agricultural products, especially tea, could positively impact growth.

5.1 Key Elements of Municipal Competitive Advantage

5.1.1 Infrastructure and Services

Quakeni's Communications (transport and telecommunications) infrastructure is
underdeveloped, with one air transport facility but no rail or sea port facilities, coupled with
limited surfacing of all roads (7.62%) and the low percentage of (15.95%) direct access to
telephones by the local population. A further consideration is the area’s relative
remoteness from any major economic hub, with East London and Umtata being the closest
Eastern Cape centres.

On Quality of Life, Quakeni's scores well below the Provincial average across all
measures but adequate shelter. The provision of basic services (water, electricity,
sanitation, and refuse removal) is poor, and access to health care and particularly to
education facilities is limited.

10 Sources: IDP 2002 & 2004; MDB 2003
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Economic infrastructure is fairly limited, including nine post offices, with banking
capability, Marang Financial Services in Lusikisiki and two ECDC commercial properties
and a Farmers’ Support Centre in Flagstaff.

5.1.2 “Rules of the Game” (Institutional Environment)

The overwhelming majority (92.36%) of the population is resident on tribal land, yet just
over half (54.60%) of all residents own their properties, of which 82.52% are fully paid off.
Quakeni has 22 unsettled land claims, of which only one is for financial compensation
and two for land for housing, while the remaining 19 are for land for subsistence farming
(16) and for maize, livestock and conservation/game farming (3).

The ratio of police stations to the local population is considerably below that for the
Eastern Cape, although average geographical coverage is somewhat higher. The crime
rate is less than one third of the Provincial average but it has increased significantly
(3.15%pa) over the past three years. Business-related crime is marginally less prominent
that stock theft.

The local economy is highly concentrated, dominated by the Community Services
sector. The cost of doing business in the area is high, considering transaction costs
arising principally through distance, and travel time to major economic centres, and the
absence of a Telkom service branch. Regulatory capacity on the part of the Municipality
is modest and access to business service providers very limited, although Quakeni does
have some representation of tourism, finance and enterprise support.

5.1.3 Economic Indicators

Quakeni is home to high levels of poverty (87.07%) and unemployment (81.11%),
coupled with high dependency (4.32) and a very youthful population, with more than half
(54.81%) of the population aged under 20 years. An indication of the poverty in the area
is revealed by the high proportion of total expenditure on food (29.00%) and the
Municipality’s higher share of the poverty gap (7.96%) than population (5.82%) in the
Eastern Cape. In addition, 43.75% of all households live on up to R1000 per month.

The Municipality’s low Productivity score points to low GDP per worker (formal and
informal), a relative shortage of skills available to the economy, and low growth in value
creation relative to employment and labour remuneration. Quakeni’'s Formal Economy
Performance score reflects on the highly concentrated local economy, comparatively
high financial grant dependence and low GDP growth performance — GDP has grown
(0.93%pa) from 1996 to 2004, but has experienced a loss in share of the Provincial and
District economies over the same period. By contrast, Quakeni is a leading economy in the
Province and nationally on formal employment, which has experienced above average
growth (1.71%pa) over the last eight years.

Quakeni falls into the top half of all municipalities for Economic Absorption Capacity,
considering above average total disposable income and buying power. A measure acting
against the area’s performance on this score is the negative income-expenditure
balance.
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Quakeni claims a comparative advantage in Community Services and Agriculture, for
both employment and GDP contribution, as well as in Construction (2.37%) and Trade
(29.86%), for GDP contribution, and an employment advantage in Households (13.17%).
Education dominates Community Services, accounting for 18.60% GVA and 27.86%
employment, followed by Health and Social Work (13.81% GVA and 11.82% employment).
Agriculture and Hunting is the dominant Agricultural sub-sector (7.90% GVA and 12.92%
employment), while the Wholesale sub-sector (19.49% GVA) dominates Trade.

Tourism is a leading product, particularly along the beautiful coastal corridor, with
potential for further exploitation. Agricultural potential is similarly high with fertile soils and
a favourable climate enabling a wide range of leading and potential products, particularly
maize as well as nuts, vegetables, citrus and subtropical fruits, hemp and indigenous
plants, sugar cane and tea. Forestry, poultry and livestock as well as value-adding, and
market development, for all aforementioned products are further opportunities for the
area.

5.1.4 Capacity

Factors contributing to low Resident Participation Capacity in Quakeni are the very low
HDI (0.39), below average access to education and health services and professionals,
and a relatively high proportion of child-headed households.

The number of municipal functions performed with capacity and of municipal employees,
relative to population size, is low, but managerial experience is fairly high and some
Municipal Capacity is evidenced by the presence of planning and trading regulatory
staff.

Functional literacy (40.38%) is very low in Quakeni, coupled with a low qualification rate
and proportion of residents with at least a matric (10.28%). Women’s Economic
Participation is limited, where they constitute 52.39% of the EAP but face higher
unemployment levels and rate of growth in unemployment than men.
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6 The Local Development
Framework: Port St
Johns Local Municipality
(EC154)+

The Municipality, 1291.46km? in extent, consists of 13
wards and will have 25 councillors. Port St Johns
envisions a “transformed, integrated Municipality that
subscribed to the principals of developmental Local
Government, which provides a sustainable quality of life by creating a regional centre (Port St
Johns — Gateway to the Wild Coast) that generates economic development and employment
opportunities through improving basic services in rural areas and by utilising the areas natural
resources and tourism potential”’. Key development priorities are: Economic development,
tourism, agriculture; Infrastructure; Housing; Education; Community facilities; Sports facilities;
Health and Welfare; Protection services; the Environment; Institutional development and
Finance.

Situated on the Wild Coast, PSJ boasts immense beauty and a year-round moderate,
subtropical climate. PSJ has a high average vyield potential of dryland maize and a large
proportion of the population sells fresh produce and vegetables, reflecting positively on local
market opportunities. LED initiatives are to be directed at poverty alleviation, job creation,
agriculture stimulation, tourism, fishing (a poorly organised potential) and SMME
development for sustained growth. LED programmes are limited by funding, while
topographic conditions are a challenge for physical development.

6.1 Key Elements of Municipal Competitive Advantage

6.1.1 Infrastructure and Services

Port St Johns’ Communications (transport and telecommunications) infrastructure is
underdeveloped, with one air transport facility but no rail or sea port facility coupled with
very limited surfacing of all roads (8.02%) and a low percentage (12.51%) direct access
to telephones by the local population. In addition, the Municipality is situated some
distance from a major Provincial economic centre, namely East London; Umtata is its
nearest city.

On Quality of Life,Port St John’s scores well below the Provincial average across all
measures but sufficient shelter and access to educational facilities. The provision of basic
services (water, electricity, sanitation, and refuse removal) is poor, and access to health
care facilities limited.

Economic infrastructure is fairly limited, including a Multi Purpose Community Centre
(MPCC) and four post offices, with banking capability, as well as Marang Financial

11 Sources: IDP 2004; MDB 2003
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Services, three ECDC properties, a SEDA affiliate (Tombo Entrepreneurial Development
Centre) and Standard Bank in Port St Johns.

The Municipality may considerably improve upon its infrastructure and services
performance with basic service delivery and improved roads through the MIG allocation
which, although below Provincial average, at R84.91 per capita is by far the highest local
municipal allocation in O.R. Tambo.

6.1.2 “Rules of the Game” (Institutional Environment)
The overwhelming majority (92.50%) of the population is resident on tribal land, yet more
than half (58.58%) of all residents own their properties, of which 83.84% are fully paid off.
Of the 12 unsettled land claims in Port St Johns, seven are for subsistence farming and
the balance for land for conservation/game (3) and livestock (1) farming, as well as for
housing (1).

In spite of poor police coverage by area and population size, the Municipality has a crime
rate below the Provincial average albeit second highest in the District. However, PSJ
claims the highest growth (6.25%pa), in the Province, in the rate of crime from 2001/02 to
2004/05.

The local economy is highly concentrated, dominated by the Community Services
sector. The cost of doing business in the area is relatively high, considering transaction
costs arising principally through distance, and travel time to major economic centres,
and the absence of a Telkom service branch. PSJ has a relatively high representation of
tourism, finance and enterprise support as well as economic development institutions,
although business service providers are lacking. The Municipality’s regulatory capacity is
the highest in the District and an LED Strategy is in place.

6.1.3 Economic Indicators

PSJ has the most youthful population in the Eastern Cape, with 55.41% aged under 20
years. The area claims high rates of unemployment (75.79%), dependency (4.29) and
poverty (83.15%), and its share of the poverty gap (1.42%) is greater than its share of the
population (1.09%) in the Province.

The Municipality’s relatively low Productivity score results principally from the shortage of
skills available to the economy, with other contributing factors being low GDP per worker
(formal and informal) and low growth in value creation relative to employment and labour
remuneration. PSJ's Formal Economy Performance score is diminished by high levels of
economic concentration and of financial grant dependence. The local economy reflects a
positive trade balance and an increase in the employment and GDP share of the Provincial
and District economies over the past eight years. Based on growth performance indices for
1996 to 2004, PSJ is one of only two municipalities in the Province to emerge as a leading
economy in respect of both GDP and formal employment, Provincially and nationally. PSJ
fares relatively well on Economic Absorption Capacity principally on the basis of its
employment multiplier; Factors limiting performance include its negative income-expenditure
balance, modest total disposable income and limited buying power.
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The local economy claims a comparative advantage in Community Services for both
employment (56.24%) and GDP (47.60%) contribution, primarily in Education (30.88%
employment and 23.06% GDP). Further comparative advantage in GDP contribution by
the local economy is identified for Agriculture — principally in Agriculture and Hunting
(3.74%), and for Trade — centred on Retail and Repairs of goods (15.89%). Considering
employment contribution, the local economy claims a comparative advantage in the
Households sector (16.84%).

Port St Johns is regarded as a tourism “mecca”, extending to the Pondoland Wild Coast
with a wide range of outdoor activities, tourist resorts and Nature Reserves, Tourism is
understandably a leading product in the local economy. Good market opportunities exist
and agricultural potential is high with a diversity of potential and leading products,
particularly maize as well as nuts, vegetables, citrus and subtropical fruits, hemp and
indigenous plants, sugar cane and tea.

6.1.4 Capacity

Factors contributing to low Resident Participation Capacity in Port St Johns are the low
HDI (0.41), below average access to education and health services and professionals,
and a relatively high proportion of child-headed households.

The ratio of municipal employees to population is higher than the District average and
some Municipal Capacity is evidenced by the presence of LED, tourism, regulatory and
planning staff and fair managerial experience. A limiting factor is the low number of
functions performed with capacity PSJ has the fewest number of Priority 1 functions
performed by local municipalities.

Functional literacy (41.61%) is low, as is the qualification rate and proportion of residents
that have gained at least a matric (9.13%). Women’s Economic Participation is limited,
where they constitute 52.52% of the EAP but face higher unemployment levels and rate of
growth in unemployment than men.
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7 The Local Development
Framework: Nyandeni
Local Municipality
(EC155)*

Nyandeni is 2606.88km? in extent, consists of 23
wards and will have 45 councillors. The vision of the
Municipality is one “that facilitates sustainable and L2—
holistic socio-economic development, that promotes service delivery and ensures efficient
and effective governance, anchored in democratic and transparent values for the
betterment of our communities.”

Nyandeni claims high levels of unemployment and crime, poor infrastructure and few training
institutions, and the educated few tend to leave in search of employment elsewhere.
Employment in the mining industry is reportedly significant, yet extremely unstable as
fluctuations in gold price directly affect local job status. While land is arable, farming only
occurs on a subsistence level. A major strength of the area lies in its location, on the tourist
route to Port St Johns. The Municipality aims to create tourist friendly nodes in Hluleka,
Umtata Mouth and Mpande. The European Union is currently involved in creating tourism
enterprises along the coast. Strategies in place aim to lower unemployment levels by 25% by
2006 through agriculture and tourism development, promote SMME’s and PPP’s, upgrade
and maintain all access roads by 2007, and seek out available natural resources.

7.1 Key Elements of Municipal Competitive Advantage

7.1.1 Infrastructure and Services

Nyandeni's Communications (transport and telecommunications) infrastructure is
underdeveloped, with no rail, air or sea port facilities coupled with very limited surfacing
of all roads (7.75%) and a low percentage (16.40%) direct access to telephones by the
local population. A further consideration is the area’s proximity to Umtata and East
London functioning as major economic hubs to the Nyandeni municipal area.

On Quality of Life, Umzimvubu scores well below the Provincial average across all
measures but adequate shelter. The provision of basic services (water, electricity,
sanitation, and refuse removal) is poor, and access to health care and education facilities
is limited.

Economic infrastructure is similarly below the Provincial average, when considering its
8 post offices, with banking capability. In addition Nyandeni has one other finance and
advisory facility available and is home to a Farmers’ Support Centre

12 Sources: IDP 2002; MDB 2003
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7.1.2 “Rules of the Game” (Institutional Environment)

The overwhelming majority (95.48%) of the population is resident on tribal land, yet over
three-quarters (77.38%) of all residents own their properties, of which 93.11% are fully
paid-up owners. All 15 of the unsettled land claims in Nyandeni are for land for
subsistence farming.

Police station coverage, by area, is poor and the ratio of stations to population is the
lowest in the Eastern Cape. The crime rate is, however, below Provincial average and
has declined (-2.12%pa) over the past three years. Stocktheft is marginally more
prominent than business-directed crime.

The local economy is highly concentrated, dominated by the Community Services
sector. The cost of doing business in the area is relatively high, considering transaction
costs arising through distance, and travel time to major economic centres and the
absence of a Telkom service branch. Finance and enterprise support and Municipal
regulatory capacity is modest, while the Municipality is lacking in business service
providers.

7.1.3 Economic Indicators

Nyandeni is home to high levels of poverty (89.22%) and unemployment (76.55%),
coupled with a very youthful population where 54.73% of the population is aged under 20
years, and the highest dependency rate (5.07) in the District. The depth of poverty is
significant, considering that Nyandeni accounts for only 4.53% of the population yet 6.29%
of the poverty gap in the Eastern Cape. Almost half (48.56%) of all local households live on
up to R1000 per month and the average proportion of total expenditure on food (29.35%) is
the highest in the District. All of the aforementioned factors, together with low average
annual per capita income (second only to Umzimvubu), secures Nyandeni the lowest
Poverty and Dependency score in the Province. The Municipal performance on all other
economic measures is more favourable, particularly on Economic Absorption Capacity
where buying power is comparatively high and where the area’s total disposable income
and employment multiplier are approaching the Provincial average. A measure acting
against the area’s performance on this score is the negative income-expenditure
balance.

Nyandeni’s low Productivity score results principally from low growth in value creation
relative to employment and labour remuneration and a relative shortage of skills available
to the economy. Another contributing factor is the relatively low GDP per worker (formal
and informal). The Municipality’s Formal Economy Performance score is the lowest in
O.R. Tambo, reflecting on the high levels of financial grant dependency and
concentration of the local economy and low GDP growth performance — GDP has grown
(0.49%pa) from 1996 to 2004, but has experienced a loss in share of the Provincial and
District economies over the same period. While Nyandeni’'s economy is lagging in terms of
GDP growth performance, it emerges as leading economy in the Province and nationally
on formal employment, which has enjoyed above average grown (1.63%pa) over the last
eight years.

The local economy claims a comparative advantage in Community Services, for both
employment (54.78%) and GDP (56.84%) contribution, centred on Education (32.79%
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employment and 29.89% GDP). Further comparative advantage in GDP contribution by
the local economy is identified for Agriculture — principally in Forestry and Logging
(4.62%), and for Trade — centred on Retail and Repairs of goods (12.65%). Considering
employment contribution, the local economy claims a comparative advantage in the
Households sector (21.07%). Leading products of the local economy are maize and
deciduous fruit, together with sheep and beef. Potential exists for higher productivity in
agricultural development, including in maize, livestock and poultry, to enable self-
sufficiency, while the coastal portion of the Municipality is well placed to benefit from the
tourist market.

7.1.4 Capacity

Factors contributing to low Resident Participation Capacity in Nyandeni are the low
HDI (0.41) and below average access to education and health services and
professionals, and a proportion of child-headed households slightly higher than the
Eastern Cape average.

The number of municipal functions performed with capacity compares favourably with
O.R. Tambo municipalities, excepting KSD, whereas the ratio of municipal employees to
population is the lowest in the District. Nyandeni has curiously high numbers of street
trading and trading regulation staff, while some Municipal Capacity is evidenced by fair
managerial experience and the presence of local tourism and planning staff.

Functional literacy (47.64%) is low in Nyandeni, coupled with a low qualification rate
and proportion of residents with at least a matric (10.64%). Women’s Economic
Participation is limited where, in spite of outhnumbering men 1.15 to one, they constitute
only 46.42% of the EAP (the lowest in the District) and face higher unemployment levels
and rate of growth in unemployment than their male counterparts.
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8 The Local Development
Framework: Mhlontlo
Local Municipality
(EC156)*

Mhlontlo consists of 17 wards, extends over
2704.05km? and will have 33 councillors. The
Municipality envisions “a fast growing area committed to i ————
integrated development, sustainable use of resources, poverty reduction, service delivery at
an affordable cost, skills development, better health care facilities, protection of natural
environment and ensuring a crime free society with the aim of developing a self sustainable
municipality.”

Key development priorities are: Poverty and Agriculture; Water and Sanitation; HIV/AIDS
and Health Facilities; Crime; Zoning; Soil Erosion; Urban and Rural Greening; Housing;
Electricity; School upgrading and building; Creches, Sport Fields and Community Halls;
Waste Management and Disaster Management; and Roads.

The primary sector is agriculture, which cannot meet the needs of the local community.
The secondary sector is weak with virtually no manufacturing activities, while the tertiary
sector is stable and dominates areas such as Qumba and Tsolo. LED projects aim to
rehabilitate the economy through tourism initiatives (natural and cultural), agriculture
improvements (including possible value-adding and manufacturing) and other employment
opportunities, such as brick-making, wiring, quarries, etc.

8.1 Key Elements of Municipal Competitive Advantage

8.1.1 Infrastructure and Services

Mhlontlo’'s Communications (transport and telecommunications) infrastructure is
underdeveloped, with no rail, air or water port facilities coupled with very limited surfacing
of all roads (4.39%) and the low percentage (17.35%) direct access to telephones by the
local population. The Municipality is proximate to Umtata, but is situated a considerable
distance from the Provincial secondary economic centre of East London.

On Quality of Life, Mhlonto scores well below the Provincial average across all
measures but sufficient shelter and access to schools. The provision of basic services
(water, electricity, sanitation, and refuse removal) is poor, and access to health care
facilities limited.

13 Sources: IDP 2002; MDB 2003
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Economic infrastructure is similarly limited, considering its six post offices with banking
capability, and two ECDC commercial properties in Tsolo.

8.1.2 “Rules of the Game” (Institutional Environment)

The overwhelming majority (94.25%) of the population is resident on tribal land, yet more
than half (55.16%) of all residents own their properties, of which 86.49% are fully paid off.
Mhlontlo has 22 unsettled land claims, of which only one is for financial compensation
and one for land for housing, while the remaining 20 are for land for subsistence farming
(16) and for forestry (4).

Area coverage of police stations is above the Eastern Cape and District averages, while
the ratio of stations to population is below average. The crime rate has increased
somewhat (0.04%pa) over the past three years and is higher than the District average,
but comparatively low compared to the Province. Mhlontlo reflects a greater rate of
stocktheft than business-directed crime, which is understandable given the rural
character of the area.

The local economy is highly concentrated, dominated by the Community Services
sector. The cost of doing business in the area is relatively high, considering transaction
costs arising through distance, and travel time to major economic centres, and the
absence of a Telkom service branch. Municipal regulatory capacity and the business
support environment are underdeveloped.

8.1.3 Economic Indicators

Mhlontlo has a youthful population, with 54.48% aged under 20 years, but is also home
to the largest proportion of people aged over 64 years (6.24%) in the District. The area
claims high rates of unemployment (71.31%), dependency (4.24) and poverty (76.94%),
and its share of the poverty gap (3.85%) is somewhat greater than its share of the
population (3.30%) in the Province. In addition, 40.46% of households live on up to
R1000 per month and an average of 27.14% of total expenditure is on food.

The Municipality’s low Productivity score owes principally to low growth in value
creation relative to employment, while other contributing factors are low GDP per worker
(formal and informal), a relative shortage of skills available to the economy, and low
growth in value creation relative to labour remuneration. Mhlontlo’s Formal Economy
Performance score is buoyed by strong employment growth performance but is brought
down by relatively high financial grant dependence together with the highly concentrated
local economy and low GDP growth performance.

The Municipality fares comparatively well on Economic Absorption Capacity,
considering total disposable income approaching the Provincial average and moderate
buying power. Absorption capacity is limited by low multipliers and the negative income-
expenditure balance.

Annexure 5: District Profile: O R Thambo District Municipality (DC15) 26



The local economy claims a comparative advantage in Community Services and
Agriculture, for both employment and GDP contribution, as well as a GDP advantage in
Trade and an employment advantage in Households (13.17%). Education dominates
Community Services, accounting for 27.73% GVA and 35.32% employment. Forestry and
Logging is the dominant Agricultural sub-sector (22.44% GVA; 10.30% employment), while
the Wholesale sub-sector (10.13% GVA) dominates Trade.

The Municipality has established irrigation schemes and there has been some success
recorded in poultry production. Leading products of the local economy are maize and
deciduous fruit, together with sheep and beef. Potential exists for higher productivity to
enable the production of a surplus for marketing in Umtata and small local towns, such as
Tsolo and Qumbu.

8.1.4 Capacity

Mhlonto performs well relative to all other O.R. Tambo local municipalities, but KSD,
albeit below Provincial average on resident skills and participation capacity as as well
women’s economic participation. Factors contributing to below Provincial average
Resident Participation Capacity are the low HDI (0.46), below average access to
education and health services and professionals, and a relatively high proportion of child-
headed households. On Resident Skills Capacity, contributing factors are functional
literacy (55.16%), the qualification rate of over 25 year-olds (5.80%) and proportion of
residents with at least a matric (10.68%). On Women’s Economic Participation, women
constitute 51.29% of the EAP but experience higher unemployment levels and rate of
growth in unemployment than their male counterparts.

Mhlonto reflects comparatively lower Municipal Capacity, in spite of fair managerial

experience, considering the low municipal employee to population ratio, and limited
number of functions performed with capacity.
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9 The Local Development
Framework: King Sabata
Dalindyebo Local
Municipality (EC157)*

King Sabata Dalindyebo (KSD) consists of 32 wards,
extends over 3019.77km? and will have 64 councillors.
The Municipality envisions a “safe, vibrant and (L2
prosperous economic Hub, which is characterized by

well developed agriculture and tourism sectors with all communities able to participate in the
economic and social development of their areas in an active, meaningful and sustainable
manner.” Key development priorities are: LED; employment opportunities; and upgrading of
road networks. Road access is the highest development priority as it enables economic
growth and development initiatives, including infrastructure improvement, as well as access to
services. Municipal institutional and financial systems development is another priority.

Retail facilities and Community services are significant employers, while the main economic
opportunities are identified as tourism, agriculture and forestry. The Municipality is establishing
a Directorate of Economic and Social Services to fulfl LED duties, including economic
development through community based projects and SMME'S. The Municipality aims to
actively combat the impact of HIV/AIDS as well as to implement a social development
programme and attend to the substantial backlogs in basic infrastructure.

9.1 Key Elements of Municipal Competitive Advantage

9.1.1 Infrastructure and Services

KSD’'s Communications (transport and telecommunications) infrastructure is the best
developed in O.R. Tambo, with operational rail and a national airport, although having no
sea port facilities. Only 13.47% of all roads are tarred, while 28.40% of the local population
has direct access to telephones, almost equating to the Provincial average (29.53%). KSD is
home to the District's economic centre of Umtata, which has been negatively impacted upon
by the transfer of offices to Bisho. Mganduli is a subsidiary node, with other development
nodes and areas, along the coast, N2 and the mountain region to the north.

On Quality of Life, KSD scores below the Provincial average across all measures but
adequate shelter and access to clinics. While faring better than other municipalities in the
District, access to basic services (water, electricity, sanitation, and refuse removal),
hospital beds and schools is below Provincial average.

Economic infrastructure is comparatively well represented, particularly in respect of
ECDC properties: 663 Residential, 102 Industrial, 1 Agricultural, 17 commercial and 143
other properties, including an ECDC regional office. The Municipality is home to 22 post

14 Sources: IDP 2002 & 2003; MDB 2003
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offices and four SEDA-affiliated business consultancies, and in Umtata to three banks
(Standard, FNB, MEEG), Khula, Marang Financial Services, a Farmers; support center and
Mvwvula Trust.

9.1.2 “Rules of the Game” (Institutional Environment)

The majority (76.15%) of the population is resident on tribal land, yet almost two-thirds
(64.04%) of all residents own their properties, of which 89.22% are fully paid off. KSD
has the highest number of unsettled land claims (39) in the District, with only one claim
for financial compensation and the bulk for land for subsistence farming (32) and the
remaining six claims for land for forestry.

Police station coverage by area is favourable, although the ratio of stations to population
is considerably below the Eastern Cape average. The Municipality claims the highest
crime rate in the District, although this rate is somewhat lower than the Provincial
average and has declined substantially (-3.06%pa) over the past three years. KSD
reflects a greater rate of stock theft than business-directed crime.

The local economy is the most diverse in the District, but remains considerably more
concentrated than the Provincial economy, dominated by the Community Services sector.
The cost of doing business in the area is comparatively favourable, considering relative
proximity to a major economic centre (East London) and the presence of a Telkom service
branch, although high tariffs are noted for the area. The Municipality has a favourable
representation of business service providers and of finance and enterprise support,
whereas Municipal regulatory capacity is modest and is noted for “red tape”.

9.1.3 Economic Indicators

KSD falls into the top third of all Eastern Cape municipalities on Economic Indicators, but
records a comparatively poor performance on the Poverty and Dependency score. Half
(50.29%) of the population is aged under 20 years and the majority (71.95%) live in
poverty. Rates of unemployment (55.52%) and dependency (2.88) are, by far, the lowest
in the District although they remain slightly higher than Provincial rates.

KSD’s Productivity score is slightly lower than for the Province, but substantially greater
than the District score. Of all measures, the Municipality performs least effectively on growth
in value creation relative to employment. Other contributing factors, which are slightly below
Provincial measures, are GDP per worker (formal and informal), skills available to the
economy and value creation relative to labour remuneration. KSD’s Formal Economy
Performance score places it among the top performers in the District and the local economy
is leading in terms of employment growth performance. KSD and PSJ are the only
municipalities in O.R.Tambo to gain positive shifts in share of GDP and employment
contribution, and KSD claims lower financial grant dependence and concentration of the
local economy than any other local economy within the District. The Municipality claims the
highest Economic Absorption Capacity in the District considering high total disposable
income, buying power and multipliers, whereas the negative income-expenditure balance is
a limiting factor.
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The local economy claims a comparative advantage in Community Services, for both
employment (47.59%) and GDP (40.86%) contribution, centred on Public Administration
(18.88% employment and 13.88% GVA) and Education (18.29% employment and
12.21% GDP). Further comparative advantage in GDP contribution by the local economy
is identified for Agriculture — principally in Forestry and Logging (5.37%), and for Trade —
centred on Retail and Repairs of goods (10.33%). Considering employment contribution,
the local economy claims a comparative advantage in Households (15.90%).

Tourism opportunities are identified by the Municipality for outdoor activities in and around
Umtata, the gateway city to KSD’s major tourist destinations of Hole in the Wall and Coffee
Bay, and for community based tourism along the Wild Coast. Good market opportunities
exist and KSD contains large tracts of under-utilised arable land, presenting agricultural
development potential beyond current subsistence levels for a diversity of potential and
leading products, particularly maize, horticulture, beef and dairy. Poultry production has
considerable potential for expansion and it is hoped that the new Kei Fresh Produce
Market will stimulate growth in the agricultural sector. The Municipality also notes that
forestry could potentially generate some 6500 additional jobs.

9.1.4 Capacity

KSD’s above average Resident Participation Capacity is largely due to the high level of
access to education professionals and, to a lesser extent, health professionals. The
Municipality’s HDI (0.49) and proportion of child-headed households are below the
Eastern Cape average.

The number of municipal employees relative to the population size is comparatively high
and Municipal Capacity is evidenced by the presence of trading, regulatory and
planning staff and moderately high managerial experience and number of functions
performed with capacity.

Functional literacy (58.92%) is below Provincial average, although almost one quarter
(23.55%) of the population has at least a matric and the qualification rate is high. The
Municipality has a favourable measure of access to education in terms of representation of
teaching professionals.

The ratio of women to men stands at 1.16 and women account for 52.76% of the EAP.
While women face higher unemployment and a higher rate of growth in unemployment, the
Municipality performs above Provincial average, and slightly below national average, on
Women’s Economic Participation.
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