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Introduction

e The slides in the profiles of the Presidential poverty nodes contain a wide
variety of data.

e The data are presented in different formats, using text, tables and graphs. Some
users may require explanations of the different formats.

e This tutorial provides a short introduction to the different formats and explains
how they represent the information about the node.

e The slides in this tutorial are drawn from the profiles of the urban node
Alexandra and the rural node Alfred Nzo. They provide a few examples of how
some of the slides or data points may be interpreted. The slides in the other
profiles all take the same approach.

e \We would encourage users also to listen to the voice-over commentaries about
each node that are available on the CD. These commentaries convey the
researchers’ interpretation of the data, and they use the data to ‘tell a story’
about each node.



Key Data Points
Spatial Development

Alexandra has an extremely high population density; despite serious overcrowding most
people have access to basic services

Key Indicators: 2001 Observations

A lot of South African households do not have access to basic
services. Here we compare the nodal performance against
the national average for four basic services — electricity,
piped water, waste removal and telephone.

In this particular example, we notice that Alexandra has a
much lower performance on waste removal and piped water
supply than the average performance in South Africa. One
may conclude that these are priority issues to be addressed.

Households Without Basic Access to

80% Services: 20011 Type of Housing: 2001
B Alexandra Separate House
60% |  ®South Africa 9% 589 1niormal Dwelling / Shack
43% Flat in Blocks of Flats
40% + House / flat / room in

28% back yard

20% Traditional Housing

% of Households

1% Other

0% -
Electricity Piped Water  Waste Telephone
Removal % of Households

Note:  IFor electricity, basic access is defined as having electricity as the home’s source of lighting. For piped water, it is defined as having running water
within 200m of the home. For telephone, it is defined as having a landline or cellular phone at the home’s disposal
Source: Stats SA Census 2001; Alex Benchmark Survey (2005), ARP, Monitor interviews
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Key Data Points
Demography

% of Residents

Here we show data on gender distribution. The total
population of Alexandra is composed of slightly more
men than women (53% vs. 47%). However, when
testing for whether the head of the household is male
or female, answers by the residents suggest that men
perform this role in about 69% of all instances.

100%

80%

60%

40%

20%

%

Gender Distribution: 2001

Total Population

Female

Note: 1These are 2005 Alexandra Benchmark Survey figures which are more up-to-date than the Stats SA Census population figures

Source: Stats SA Census 2001; Alex Benchmark Survey (2005), ARP; Monitor Analysis
4

Head of Household




Key Data Points
Income and Employment

Annual Household Income: 2001

50%

40% Household Subsistence
Level: R19,200 per annum

24%
25% ° 22%

11%
3% 1%
0% A [

Below R9601 - R19201 - R38401 - R76801 - Abowe
R9600 19200 38400 76800 153600 R153601

% of Households

The household subsistence level in South Africa has
been indicated to lie at R19,200 per annum. In
Alexandra 64% of all households exist below this level
— 40% are below R9,600 and 24% between R9,601
and R19,200 per annum.

Source: Stats SA Census 2001



Key Data Points
GDP by Sector

GDP by Sector (Constant 2000 Prices)

500 ,
In order to discuss and identify key economic areas for
d h d th f f t Average CAGR for GDP: 1.0%
a node, we have mapped the performances of sectors 450 Manufacturing
along two dimensions: One, the absolute amount of il -
GDP (Gross Domestic Product) produced within that | Wholesale & Retail Trade,
sector; and, two, the compound average growth rate !
(CAGR) for about ten years. GDP describes the value ) '
of all the goods and services that a country produces, g 350 |
every month and every year. g ; .
3 300 ! Finance &
Sectors in the bottom left hand corner of the graph S ! Business o
(e.g. mining) are relatively small and have a very low, 96: : Services
in this case even negative, growth rate. Sectors in the @ 250 General !
top right hand corner are large and have a relatively S Government o
high growth rate (e.g. wholesale & retail). S 200 Services :
£ |
The larger Fhe sector and the higher the growth % 150 ' Transport &
rate, the more important the sector is for o ! Communication
understanding the overall economic performance of Cons:truction’ .
the node. 100 | Comnlunity,
Agriculture Elecﬁlricity Socal and
50 J ’ and \Vater Other
Forestry & . Personal
i Fishing : Services
O Mlnlng’ T ’ T rl T
-6% -4% -2% 0% 2% 4%

Real GDP CAGR (1995-2004)

Source: Quantec; Monitor Analysis



Key Data Points
GDP and Employmen

The sectors that have disy
the aim should be to keep

The size of the bubble indicates the number of jobs in the sector.

Here we map the growth rate of employment of each sector against the growth rate of its
GDP. In total, we notice that employment has grown by more than 2% whereas GDP has
only grown by 1% between 1995 and 2004. This implies that the productivity of the overall
workforce is declining.

However, this is not true, for instance, for the construction sector. While employment has
been declining, GDP has been increasing. This points to increasing productivity levels in
that particular sector. The opposite is true, for instance for government services.

N

O
10%
Agriculture, ForestryO Employment CAGR 1995 — 2004: 2.14%
8% and Fishing i GDP CAGR 1995 — 2004: 1.0%
x )
9: 6% Finance & Business Services
O
% 0 Community, Social and
c 4% Other Perspnal Services
S, General Government
% Services
£ 2% . .
0 Manufacturing holesale & Retail Trade;
N - Catering and Accommodatior
S 0 Electricity & WaterQO g
N O A) T T T T
|
Lo
P -204 i Transport & Communication
-4% - .
° Q Mining )
Construction
-6%
-6% -4% -2% 0% 2% 4% 6%

Source: Quantec; Monitor Analysis

1995 — 2004 Real GDP CAGR

Q = 3,000 jobs




Governance
ARP Budget Allocation

The Alexandra Renewal Project allocates the highest share of its budget to housing

Alexandra Urban Renewal Project Budget Allocation: 2006/07

200

1.7 0.8 ' e e

105 ____

150 -

100 -

In the year 2006/07 a total of R171.5m was allocated to
the Alexandra Urban Renewal Project. Of this, for
instance, R2.7m was allocated to planning and urban
management. The bulk amount of R105m was
allocated to efforts regarding housing.

50
0 - T T | T T | T T } T
Planning and Urban Engineering Senices Education Sports & Recreation Communication
Management
Local Economic Housing Health Public Safety Precinct
Development Management

Source: Alexandra URP Expenditure Control Report (2006 / 07)



Many of Alex’s residents do not intend to live in Alexandra forever

Large numbers of the residents of Alexandra appear to be ‘tenuous migrants’ with roots in,

and commitments to, other parts of the country

Proportion of residents who regard Alex as |
their home: 2005
100%
% 80% -~
g 60% ~
o 40% - 80%
b 66%
S 00| |52% 51%
0%
Total Old Alex Informal Hostels
settlement
Proportion of residents with homes
elsewhere: 2005
120%
04 -
% 128;) ] e % 1% 0%
= 60(; 34%
@ ] 1000
S 40% L !
o 20% 4 P%%
0% L[]
No other Rural SA Gauteng Other  Other SADC Total
home SA city

Of all residents, 52% regard Alexandra as their
home. Inversely, this means that 48% do not
regard Alexandra as their home — even though
they live there.

Since a large proportion of people do
not regard Alexandra as their home,
’ they are unwilling to use their housing
subsidies in the area, making housing
delivery less affordable

44% of all residents in Alexandra have another
home outside of the node. For most of them, 34%
of all the residents, their other home is in the rural
areas.

Source: Alexandra Benchmark Survey, 2005




Other quality of life issues

Crime in Alex, Gauteng and RSA, CAGR:
2001/2 — 2005/6

Here we are looking at the increase or decrease of o 4%

criminal activities such as murder, rape, robbery and _ 2%
burglary. We do so for three different entities, the /0
node, i.e. Alexandra, the larger metro area the node is

-2% -2%
- . . 5% - -3% -3% -3%
situated in, i.e. Gauteng, and the overall nation. 5% 0TS e
- 0% -

In the case of Alexandra, we note that murder 10% B Alexandra
rates have declined much faster than the Gauteng or 15% B Gauteng
the national average. The decline of burglary incidents " RSA
seems to have followed a pattern that is similar across -20% ~—+8%

. B Murder Rape Aggravated Burglary
all three regions. In contrast, however, incidents of robbery

rape and robbery have increased in Alexandra,
although they have decreased in Gauteng.

Source: SAPS website; Alexandra benchmark Survey
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Training in Alexandra should focus on skills which may be applied in ]
Johannesburg’s growth sectors J

If we assume that the lack of —

The economic sectors in which people should be trained include finang employment among Alexandra’s
population is also caused by a lack

services, retail / wholesale, transport and communication and construc iis, we may conclude that

training will enhance levels of

Performance of Johannesburg’s Major Economic S/ eémployment. In this context we
need to ask: What kind of training?

Training people in promising or
Financial & high performing sectors is more
appropriate than training them in
declining areas of the economy.

Community &

. . Business
Social Services

Services _ _
In this chart, we classify

Johannesburg’s major economic

sectors across three dimensions:

(i) relative attractiveness, which

takes into account GGP growth,

employment growth, etc.; (ii)
Transpe relative competitiveness, which

Communit looks at the potential for exports,

, - and productivity levels; and (iii)

E Electricity, size measured in numbers of

! Gas & Water employees.

Constructign

' Retail /
Manufacturing Wholesale

Relative
Attractiveness

Agriculture
& Forestry

We observe that the financial
services sector, the retail and
wholesale sector, as well as the
transport and communications

° sector are high-performing on all
three dimensions.

Public Administration
'o Accommodation/
_ Mining & Quarrying Catering We thus suggest that training

should focus on skills appropriate
= 50,000 . -
Relative Competitiveness
employees

for these sectors.
Note: Weighting of Attractiveness Criteria: 35% GGP Growth (1990-1999), 35% Employment Growth (1996-1999), 20% Contribution to GGP/Employment,
10% Multiplier Effect; Weighting of Competitiveness Criteria: 50% Export Propensity, 50% Productivity Growth/Index
Source: IDC Sectoral Prospects 1998, National Productivity Institute, Econometrix, WEFA and Monitor Analysis
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Summary
Potential Sources of Economic Growth — Short Term

Economic Growth of an Individual Household in Alexandra

Increase income? Decrease cost?

Provide Increase housing food transport other
job quality of job | || | Estimate of cost
X X X0k N mteiatiea ~f indiiidgl
At the end of each nodal profile we seek to
External Within Skills other provide a summary of our observations. To
to node the node facilitate comparison across the nodes, we

consider the key sources of economic growth
for each node, both in the short term as well as
in the long term.

Where to focus?

; - We assume that economic growth is

/ ‘ ‘ related either to an increase in income or a
decrease in the costs of production activities
conducted in the node. Where we have data

e Various growth e Construction and e Skills training for e Continued ) o - e
sectors in region commerce growing sub- building low- available we indicate the relative |mpor'Fance of
including « Building regional housing ']Ehedkety cost c?m![:)orfntls such as h'ousmg,
- ranspor . Anincr in income wi

commerce, BPO, commercial links economy e Provision of T CrsEis oS s
construction . . attribute either to the creation of a new job,

’ between * Business skills affordable ret i in turn could be external or internal to
auto-sector Alexandra’s development accommodat

businesses and
those in the sub-
region
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the node, or to the increase of the quality of the
job performed, due to increased skills or other
factors.

We then indicate our own assessment on
where we believe economic growth is most
likely to come from. A full black circle indicates
high importance.



IDP Assessment
Contents of the IDP Relevant to the Node

Types of Infermation Contained in'the DR

Examples of key issues areas

covered

Examples of key issues areas
not covered

Typical level of detail provided
across issue areas

Assessment of existing
situation

Economic activity / soci
services in the area

Physical & climatic issu
SWOT analyses
Development strategies
SDF and financial plan

Project proposals &
templates

Quality: of Infiermation Contained in the IDP.

¢ Information is often not grounded in data, with the exception of where

| - . e ! ~\Very detailed information

Where available (for the rural nodes) we N regarding projects and
review the existing IDPs along a variety of icipal initiatives
dimensions. In doing so we capture the
high-light and offer an assessment
regarding various dimensions. This allows
a more systematic comparison across the
nodes and may provide an additional
reference point for nodal management.

7 limited detail around
10mic sectors and sectoral
ortunities

ASSESSmEnt:

Highly comprehensive
breadth depth

Key issues
not covered

project funding is concerned

e Some of the information is fairly current although large sections of the

IDP do not reflect the current geography of the area, i.e. it includes
information regarding the Umzimkhulu Local Municipality and excludes
iIssues concerning the Matatiele Local Municipality

Highly
reliable

Very risky to use for
investment decisions

13




Selected Sector: Agriculture
Overview of the Agriculture Sector

Production

Target Markets

What do they rely on

What do they

Widespread
availability of quality
land with potential for
high yields

Good soil quality and
reliable rainfall

Umzimvubu river
system with strong
irrigation potential

Currently, limited use
of quality seeds,
fertilizers, pesticides,
and farming
machinery due to high
costs

Source: Monitor Interviews

do/produce/how
Curre. ~dice
crops anu b

almost entirely
subsistence, barte.,
or traditional
purposes

Crops: Mainly maize
and other grains
Livestock: Goats,
cattle and sheep
Timber: Pine and
gum

Potential to produce
a range of high
margin vegetable
and fruit crops and
commercial livestock
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Who do they
serve/target/sell to

a Curranth, _anrvicultiira

In each rural profile we identify at least two
industry sectors which are most prone for
economic growth.

For each of those sectors we provide a
high-level value chain analysis whereby we
sketch input, production and demand
conditions — a sample of which is seen here.

This ‘as-is’ description then serves us as
the basis for discussing barriers for growth and
identifying key constraints — which then in turn
allows us to make suggestions for action.

A4 [INIRRIVAVS R VVANE RO LV AWV |

and processed by
Singisi

e Very little export
outside the node



Selected Sector: Agriculture
Summary — Potential for Agriculture

s

Based on the value chain discussion we
identify key constraints to growth and
suggest what kind of potential could be

Provided that key constraints are removed, the sector | achieved by addressing them. er
self-sufficiency and to create a considerable number of jous
Current Scenario Potential

e Land, soil, and climate
conditions ideal for high-yield,
quality crop, livestock, and
timber production

e Majority of farming is for
subsistence

e Strong local demand for food
products, currently “importing”
from areas outside of the node

e Major consumer markets
Durban and Pietermaritzburg
located nearby

e Strong national and
international demand for
forestry products and limited
existing supply

Constraints

Skills
Motivation

Access to capital and
inputs

Infrastructure,
transportation, and
storage

Underdeveloped markets
/ poor market access

Land degradation and
soil erosion

Poor quality of existing
livestock

Food security and self-sufficiency,
thereby reducing cost of living

Surplus export, drawing much needed
funds into the node

Potential creation of 4,160 jobs in crop
and livestock production?, supporting
33,280 people?

Potential creation of 4,380° forestry jobs
for small growers and their employees,
supporting up to 35,000 people?

Development of vertically aligned agro-
processing industries that could attract
investment to the area and provide
additional employment opportunities

Note: !Based on the ratio of available to existing arable land (3.76) and the current number of people employed in agriculture (1,108); ?2Based on estimated dependency ratio
of 1:8 in low income areas in the Eastern Cape; 3Based on the proportion of land available for afforestation in Alfred Nzo relative to the rest of the Eastern Cape
(16.7%) and FSA'’s estimate that 26,250 jobs stand to be created from the development of the remaining 60,000 hectares of land suitable for forestry in the province.

Source: KDBS, “Umzimvubu LED Strategy”, 2005; Forestry South Africa (FSA), “The contribution, costs and development opportunities of the Forestry, Timber, Pulp and

Paper industries in South Africa”, 2005
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Summary

Understanding the Node

Key observations from Alfred Nzo

Based on the various sections of the
profile, we provide a summary of our
key observations. We use this
summary to highlight the key

characteristics of the node.

While we did not apply any Key characteristics
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scientific method to distill these of node
o As part of the former Transkei homeland, A characteristics, our summaries
massive service backlogs and is one of the.  should provide an explanation of ¢ Remote
areas in the country whv we chose them
Node e Other challenges it faces include a low skills bz Y '
. Ao, .
Overview employment opportunities, and a high incidence ¢ IS Disconnected
e The node is sparsely populated over mountain’ din, and its
greatest asset is widespread availability of | Poor
e Alfred Nzo’s economy is characterized” , limited formal economic Undeveloped
Node activity and high dependency on the public sector for employment
Economy, and social grants Young
Overview e Though activity is currently limited in these sectors, agriculture,
forestry, and tourism hold the most potential for future growth Unskilled
o Alfred Nzo is well positioned to produce maize, cash crop Dependant
vegetables like cabbage and potatoes, fruit (particularly peaches
Node : :
and apples), livestock, and timber .
Economy, _ . o Inactive
A e The key barriers to agricultural opportunities include a severe
griculture - : . ; .
deficiency in knowledge and skills, a lack of capital and inputs, Lacking in
and poor market access h 9
infrastructure and
¢ With several natural attractions, including scenic beauty, services
Node mountains, hiking trails, wetlands, and fishing, Alfred Nzo has the
£ potential to develop a vibrant eco-tourism industry Land-rich
conomy, . . .
Tou risnil e However, it currently sees few tourists, and the sector is hampered
by the absence of ma_rketlng efforts, lack of coprdlnat!on between Unrealized potential
industry players, and inadequate accommodation options




Summary
Potential Sources of Economic Growth — Short Term

Economic Growth of Node

Increase sales? Decrease cost?
| |
| | | | | |
purchases labor infra- other
Provide new Increase quality of structure

product / service current offering
At the end of each nodal profile we provide a

For Import Skills Other summary of our observations. To facilitate

export substitution comparison across the nodes, we consider the
key sources of economic growth for the node,
both in the short term as well as in the long term.
”?
Where to focus? Q We assume that economic growth is related

to either an increase in income or a decrease in
the costs of production activities conducted in the
node. Where we have data available we indicate
the relative importance of the key cost
components such as purchases, labour, etc. An

Improving agricultural skills is ) o . .
* P gag increase in income we attribute either to the

the key to unlocking the sector

e Focus on achieving food

security and becoming development of a new product or service, which
self-sufficient in those e Focus should be on both in turn could be either for export or rep|acing
prOdUCtS the area can technical and management imports to the node, or to the increase of the
produce skills quality of the current offering, due to increased

e Satisfy local market e Most effective approach would = skills or other factors.
demand so cost of living is be to provide training in e e [ el E U G BSSESSmET @
chegper gnd spend is comblnatloh with mentorship where we believe economic growth is most likely
retained in the area from experienced farmers

to come from in the short and the long term. A
full black circle indicates high importance.

Source: Monitor Analysis
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Summary
Assessment of Current Activities

Key observations from...

What is being done

Infrastructure provision and service delivery (electricity, water, etc.) conti

The agriculture, forestry, and tourism sectors have been identified as ke

Several anchor projects have been launched within each of these sector
processing, commercial maize production, and hiking trail development

Consultants have been engaged to create LED strategies at the district ¢
high-level strategies for the agriculture and forestry sectors

In our summary we also highlight what is
currently being done to improve nodal
development.

Based on this information we suggest
whether nodal management should simply
increase their current efforts (‘more of the
same’) or whether we would recommend that
nodal management consider changing their
current efforts (‘do things differently’). We
further illustrate the most pertinent actions we
see in this regard.

strategic choice

I\

Do more of @ Do different things;
the same do things differently

e Target the private sector and develop partnerships in key sectors identified

e Focus on attracting major investments (commercial farmers, food processors,
etc.) — anchor projects are well-intended, but are generally not sustainable
and have limited transformation potential

e Launch massive effort to up-skill farmers and employ a mentorship model

e Market the area for tourism

Source: Monitor Analysis
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