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Abstract

South  Africa  has  faced  substantial  challenges  due  to  natural

disasters, impacting specific regions and their economies. This has

underscored  the  critical  need  for  effective  Local  Economic

Development  (LED)  strategies.  LED  research,  although  still  a

relatively  new  field,  is  characterised  by  evolving  policies,

strategies,  and  implementation  plans,  and  is  complicated  by

numerous uncertainties. Given these complexities, the aim of this

research  was  to  conduct  a  comprehensive  literature  review  to

investigate  effective  strategies  that  governments  can  employ  to

attract investment and promote the growth of local economies. It

also seeks to examine the challenges associated with the successful

implementation of LED initiatives in South Africa,  intending to

develop  a  conceptual  framework  for  LED strategies  that  could

promote investment and economic growth. The findings revealed

several  challenges,  including  undercapitalisation,  politicisation,

and  conflicting objectives.  Furthermore,  the  identified strategies

include  governance,  enterprise  support,  and  overall  local

development. It is concluded that the findings of this research are

pertinent to policymakers and community development specialists

engaged  in  initiatives  that  provide  job  training,  offer  small

business support, and seek to attract investments to drive economic

expansion. 
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1. Introduction
1.1. Background
Local  Economic  Development  (LED)  has  become  increasingly  important  for  local  government
development  efforts  worldwide.  In  the  late  1970s  and early  1980s,  LED initiatives  were  mainly
introduced in wealthier developed countries in the Global North (Rogerson, 2010; Pike et al., 2014).
During  this  time,  South  Africa's  Apartheid  government  centrally  planned  and  determined  which
regions to develop, excluding the majority of the black population from the development process and
worsening  their  already  dire  economic  conditions  (Patterson,  2008;  Kamara,  2017).  Today  LED
programmes play a crucial role in national development initiatives worldwide. South Africa is no
exception, as it has significantly increased its implementation of LED programmes. Since the sporadic
regional development efforts of the post-1994 government, South Africa has adopted an inclusive
approach to  growth  and development,  leading  to  the  current  situation  where  LED initiatives  are
widespread.  LED programmes have become a mandatory component of every local government’s
Integrated Development Plan (IDP) (Section 26-Local Government Municipal Systems Act, 2000). In
simplified terms, LED aims to boost a local economy to create a competitive area that can attract
external investment, thereby generating sustainable employment opportunities for the local population
(Strydom, 2016). After the COVID-19 pandemic and other subsequent natural disasters, the current
strategies might be found wanting, as they were not designed to tackle the challenges posed by crises
(Johnson et al., 2022). Also, given that LED research is a relatively new field, and there are ongoing
policy changes, strategies, and implementation plans (Enaifoghe & Vezi-Magigaba, 2022), there is a
continuous need to explore the concept through engaging in scholarly conversations to establish a
variety of viable strategies.

This  paper,  therefore,  explored  LED  strategies  in  literature  and  recommended  that  attracting
investment  necessitates  a  comprehensive  review  and  enhancement  of  governance,  enterprise
development, and the broader development environment. The central argument is that these three
LED initiatives have significant potential to positively influence investment, contributing to sustained
economic growth and development.  The paper will  start  by outlining the problem, followed by a
literature  review that  gives  a  brief  overview of  how LED is  perceived  globally,  regionally,  and
locally, followed by a conceptual framework that discusses the three LED strategies and how they
contribute  to  economic  growth  and  development.  The  paper  concludes  with  discussions,
recommendations, limitations, and future research propositions.

Problem Statement

In the aftermath of the challenging COVID-19 pandemic and subsequent flood disasters in KwaZulu-
Natal, Mpumalanga, North-West, the Eastern Cape, and other local municipalities in South Africa,
there is an urgent need for a unified governmental approach to safeguard lives and enhance service
delivery mechanisms. In response to this imperative, the Ministry of Cooperative Governance and
Traditional Affairs has formulated the South Africa Economic Recovery Plan for Municipalities. This
plan  aims  to  strategically  position  the  economy  by  creating  a  competitive  edge  to  attract  both
domestic and foreign investment and foster job creation. Key pillars of this recovery plan include the
design  and  implementation  of  social  and  solidarity  economic  reforms  within  municipalities,  the
promotion of a labour-intensive economy, the introduction of developmental infrastructure financing,
and the establishment of a developmental agenda for local government. Additionally, the plan seeks to
create  competitive  economies  that  benefit  local  communities,  Small  Medium  Micro  Enterprises
(SMMEs), cooperatives, and various industries (Department of Cooperative Governance, 2023).

Subsequently, the District Development Model (DDM) emphasises the necessity of Local Economic
Development (LED) strategies, which have the potential to attract both local and foreign investment,
thereby  revitalising  and  improving  the  current  economic  situation  (Department  of  Cooperative
Governance, 2020). Previous research indicates that governments typically employ a combination of
LED strategies for such issues (Lowe & Feldman, 2018). This paper posits that to attract investment,
it is crucial to review and enhance governance, enterprise development, and the overall environmental
development that is conducive to business. The argument is that these three LED initiatives hold



significant potential to positively influence investment, subsequently contributing to economic growth
and development.

South Africa  requires  a  review of  LED strategies  to  stimulate  local  economic development  after
natural disasters that have significantly impacted the local economies.

1.2. Research objectives
To investigate  the  challenges  associated with LED in fostering the growth and progress of  local
economies.

To examine effective strategies  that  governments  can use to  attract  investment  and stimulate  the
development of local economies.

2. Literature Review
LED is a multifaceted approach aimed at empowering regional and municipal territories to bolster
economic opportunities  and improve the well-being of their  residents.  According to  Lawrence &
Rogerson (2018) and Chisala (2021), one of the key objectives of LED is to stimulate job creation,
which is crucial for sustainable economic growth.  Similarly, The Urban Development Unit of The
World  Bank  defines  LED  as  a  collaborative  approach  involving  public,  private,  and  non-
governmental partners to enhance economic growth and employment opportunities, ultimately aiming
to improve the quality of life for all individuals (The World Bank, 2003:1). LED is characterised by
its  connection  to  international,  national,  regional,  and  municipal  (metropolitan)  influences  and
conditions.  At the  international  level,  LED is  influenced by the concept  of  globalisation and the
various opportunities it presents for regional and local developments.

Patterson (2008) outlines LED through three distinct phases. The first phase focuses on attracting
external  investments  to  a local  region by offering incentives such as tax breaks and investing in
infrastructure  development.  In  the  second  phase,  the  emphasis  shifts  to  internal  development,
including fostering local business growth and encouraging entrepreneurial activities through skills
training,  financial  support,  and  sectoral  development.  Finally,  the  third  phase,  as  highlighted  by
Patterson (2008), involves creating a supportive economic environment for local businesses to thrive,
promoting sustainability. Sustainable development is recognised as an important element affecting the
economy and it is often not considered in many countries (Fillipiak et al, 2020; Sarjiyanto et al, 2023).

2.1. The overview of LED from a Global, Regional and Local Perspective
Throughout history, global development has been significantly impacted by local governments' efforts
to balance economic growth with social, political, ecological, and cultural considerations. As noted by
Pike et al. (2007:4), there is a notable lack of consensus on effective strategies for local economic
development (LED), although certain globally recognised concepts and approaches carry substantial
weight (SALGA, 2010). One such concept is the intensified role of institutions and LED agencies in
supporting economic objectives, accompanied by a shift in government's role from intervention to
enablement.  Consequently,  national  governments  have  increasingly  embraced  decentralised
approaches,  as  highlighted  by  Khambule  (2021)  and  Mahanani  et  al.  (2021),  in  recognising  the
significance of local government processes and the essential role local communities play in LED and
their contribution to the national economic agenda (Mukwarami et al,  2020).  Clark et al.  (2014)
explain that national governments have acknowledged the specific cities' and regions' contributions to
national economic growth, leading to renewed support for devolving power and authority to local
government structures. These LED objectives are typically realised through strategic initiatives, which
are commonly implemented through governmental policies.

In addition, globally the concept of competitiveness is realised in the context of economic clustering,
which involves the interplay of agglomeration economies, namely the mechanisms that lead to the co-
location of employees and firms in the same area. These economies come into play when a group of
firms  producing  similar  or  complementary  goods  choose  to  locate  near  each  other,  resulting  in



positive externalities for these firms (Aritenang, 2021). The impact of agglomeration can be positive
for various reasons, including the facilitation of “knowledge spillovers”, more efficient allocation of
infrastructure, increased proximity to customers, and a better alignment of job opportunities and skills
between firms and workers (Bolter & Robey, 2022:4).

The concept of LED is understood and approached differently in sub-Saharan Africa, compared to the
rest  of  the  world.  While  LED  is  generally  associated  with  economic  growth  and  development
globally, in Africa, it is more focused on social aspects of development. This distinction is highlighted
by scholars such as Rodríguez-Pose and Tijmstra (2005). In the African context, LED is often linked
with  self-reliance,  survival,  and  poverty  alleviation,  rather  than  active  participation  in  the  global
economy, competitiveness, and finding market niches. This unique perspective on LED has been seen
as a hindrance to its  growth and consolidation (Makhaye et al,  2021). Furthermore,  development
initiatives  in  the  Global  South,  including  so-called  'pro-poor  programmes,'  have  often  yielded
disappointing results  in terms of job creation and economic growth,  leading to  criticism of  LED
initiatives  as unsuccessful  (Hindson et  al,  2009).  To address  these challenges,  Pike et  al.  (2013)
suggest  that  stimulating  dialogue  between  and  within  the  Global  South  and  North,  could  help
overcome regional and local developmental issues. This approach is expected to foster an exchange of
best practices and lessons learned, while also helping to avoid common pitfalls in LED initiatives.

South African Local Economic Development Historical Overview.
Prior to 1994, South Africa did not actively engage in LED practices, as the country was under a non-
democratic, centrally planned government (Nel, 2001) This lack of LED practices led to a significant
disparity between what was practiced elsewhere and South Africa, in both theoretical and practical
approaches  to  LED  (Nel,  2001;  Pike  et  al.,  2013;  Nel  &  Rogerson,  2016).  At  the  time,  local
governemnets only undertook isolated and sporadic development initiatives as part of the national
government’s centralised approach to development, which aimed to control the national economy
(Rogerson, 2010).

In  contrast,  the  democratic  government  post-1994,  has  emphasised  LED  policies  as  part  of  its
neoliberal economic agenda and the decentralisation of power to local government levels (Nel, 2001;
Nel  & Binns,  2018).  LED implementation  in  South  Africa  gained  momentum in  the  mid-1990s
(Khambule,  2018).  According  to  Bond  (2003:148),  the  initial  instances  of  LED were  primarily
focused  on  "urban  entrepreneurialism"  in  alignment  with  neoliberalism,  which  has  contributed
significantly to heightened poverty and inequality in both macro-economic and micro developmental
spheres within South Africa.

While  most  authors  cite the  1996 constitution as  the point  of  departure  for  South Africa’s  LED
mandate, Bond (2003:151) highlights that the Reconstruction and Development Programme (RDP)
had  already  stated  in  1994  that  “in  order  to  foster  the  growth  of  local  economies,  broadly
representative institutions must be established to address local economic development needs” through
efforts such as job creation, small business development, training and community development. The
draft policy document, Refocusing Development on the Poor underscores this focus of the RDP and
emphasises the “developmental” and “pro-poor” obligations of South African municipalities (Bond,
2003:151).

The contradiction in the government’s policy focus has been highlighted by Patterson (2008:4) in a
report  which states that policies drafted by the Department of Provincial And Local Government
(DPLG)  have  a  pro-poor  approach  focused  on  poverty  alleviation,  while  the  policies  of  the
Department  of  Trade  Industry  and Competition  (DTIC),  are  economically  driven  and  guided  by
interaction with “global economic forces”. This paradigmatic conflict has surely been a contributing
factor to South Africa’s early LED efforts yielding unsatisfactory results in delivering on its mandate
of improving the quality of life for South Africa’s people. An attempt to resolve this policy stalemate
resulted in the “policy guidelines for implementing LED in South Africa” being circulated in March
2005, which was a collaborative undertaking by the DPLG, Department of Trade and Industry (DTI)
and South African Local Government Association (SALGA) (Nel & Rogerson, 2016:111; Hindson,
2005). Since then, a list of key policy documents, contributing to South Africa’s LED debate, either



directly  or  indirectly,  were  developed,  which  are  well  documented  by  Patterson  (2008:4)  and
Auriacombe & van der Waldt (2020). 

What  this  signifies  is  that  while  the  pursuit  of  developmental  LED has  historically  been  well-
documented and achieved in terms of policy, leadership plays a pivotal role in the success of such
initiatives Kryshtanovych et  al,  2022).  The practical  implementation thereof has largely been the
responsibility of local governments (Nel & Rogerson, 2016). Based on research on South Africa’s
developmental state ambitions conducted by Turok (2010), it was discovered that each province had
different structures and resources to implement development initiatives (Khambule, 2018). 

3. The Theoretical underpinning of the study.

3.1. Developmental State Theory
The concept that the state should take a leading role in driving economic development is a central
tenet  of  Developmental  State  Theory  (Chang,  1999).  The  theory  promotes  investment  through
creating  conducive  environments,  encouraging  investment  initiatives,  and  leveraging  state-owned
entities  to  effectively  achieve  its  goals  (Adams,  2022).  According  to  economists,  government
intervention is widely accepted as necessary to maintain a healthy economic system. However, the
extent of government intervention is fiercely debated, and has been a central issue in global politics
since the Cold War period. On one side, proponents of a free market argue that the market alone
should determine economic outcomes, with minimal government intervention. This view, classified as
“Monetarism”  or  “Orthodox  Economic  Liberalism”,  asserts  that  the  role  of  government  is  to
implement monetary and fiscal policies, solely to enhance the functioning of the market (Balaam &
Dillman, 2019:6).  "Socialism" or "Structuralism" stands at the opposite end of the political-economic
spectrum,  advocating for  active state  control  of  the  economic system and the implementation of
policies aimed at redistributing income for the benefit of all in society (Balaam & Dillman, 2019:6).
Falling between these two paradigms is developmentalism, which requires the state to play a proactive
role in the economy to guide and protect its major industries (Balaam & Dillman, 2019). In South
Africa, The National Development Plan 2030 reviewed (NPC, 2013) serves as a pivotal document in
South Africa's developmental agenda, affirming the government's ambitious aim to establish itself as a
developmental state. This perception becomes a crucial aspect for understanding the South African
state in the development of local economies.

4. Research Methodology
In this study, a comprehensive literature review was conducted, encompassing peer-reviewed articles
and various non-academic materials such as policies, commentaries, editorials, book chapters, and
books.  The  research  employed  specific  keywords  such  as  Local  Economic  Development,  Local
Economic  Development  in  South  Africa,  and  Local  Economic  Development  Strategies  across
different databases to compile the literature. The review utilised a traditional narrative analysis to
synthesise literature on topics and themes related to Local Economic Development. According to Pare
and  Kitsiou  (2016:161),  the  primary  objective  of  a  narrative  review  is  to  offer  the  reader  a
comprehensive  background  for  understanding  the  existing  knowledge  and  to  emphasise  the
significance of new research. This review specifically concentrated on analysing and summarising the
body of knowledge pertaining to LED on both local and global scales, with the aim of creating a
comprehensive framework for LED strategies.   The analysis process  is  detailed in Table 1.  Two
categories  were  developed  to  address  the  study's  objectives.  Additionally,  various  themes  and
subthemes emerged from the literature, focusing on the challenges associated with implementing LED
initiatives effectively, and the strategies governments can use to attract investment and stimulate local
economic development.

Categories, themes, and sub-themes. Literature sources.

Category 1: The challenges associated with the
effective  implementation  of  LED  (Local



Economic  Development)  initiatives  in  South
Africa

 Theme 1: Undercapitalisation.
o  Lack of training 

 Nel & Rogerson, 2005; Cunningham 
& Meyer-Stamer, 2005; Khambule, 
2018.

o Makhaye et al, 2021.  
 Theme 2: Contrasting objectives  Nel and Rogerson 2016; Khambule, 

2018.
 Theme 3: Politicisation of local 

governments
 Madumo, 2016; Khambule, 2018; 

Balaam & Dillman, 2019; Thakur & 
Nel, 2024.

Category 2: Effective strategies that governments
can  use  to  attract  investment  and  stimulate  the
development of local economies.

 Theme1: Governance
o Crime
o Policy

 World Bank, 2008; Maduku and 
Enaifoghe, 2018; Enaifoghe & Vezi-
Magigaba, 2022; Jayachandran, 2022;
Maduku and Enaifoghe 2020.

o Mukwarami et al.,2020; 
Ogujiuba 2021; Leonard & 
Dladla, 2020.

o Mensa et al, 2013; Novosad 
2020; Bartik, 2020; 
Chukwuneme et al 2023., ; 
Giddy & Rogerson, 2021; 
Tackie et al., 2022; 
Trinajstick et al, 202; 
Fiorentino, 2023; Asher and  
Novosad, 2020.

 Theme 2: Enterprise support  Jordaan & Coetzee, 2021; Dagdag, 2021; 
Adams, 2022; Juta, 2023; Enwereji, 2023. 

 Theme 3: Locality development  Juta, 2023; Pratomo et al, 2021; 
Auriacombe & Van der Waldt, 2020. 

Table 1: Categories, themes, subthemes and sources
Source: Author’s own construction.

5. Managerial Implications
Besides contributing to the debate on the best LED strategies that foster growth and development in
emerging  economies,  the  findings  of  this  research  hold  great  importance  for  policymakers,  as
formulating and implementing effective LED strategies can not only incentivise potential investors,
but also play a pivotal role in fostering the expansion and enhancement of local economies. Moreover,
community  development  specialists  who  are  actively  involved  in  various  programmes  aimed  at
providing employment training, extending support to small businesses, and endeavouring to allure
investments to fuel economic progress, stand to gain valuable insights from this study. It sheds light
on a range of strategies that can be employed to navigate the complex landscape of local development,
offering practical guidance for those working in community development.



6. Findings and discussions
Research  objective  1:  The  challenges  associated  with  the  effective  implementation  of  LED
(initiatives in South Africa
Undercapitalisation and lack of training.
Presently  local  governments  themselves  are  under-capitalised  to  achieve  developmental  state
objectives. 

The effective implementation of LED initiatives in South Africa has been further hindered by various
common challenges, including inadequate funding and a lack of resource planning and allocation
(Khambule,  2018).  Disparities  in  financial  support  between  smaller  municipalities  and  larger
metropolitan areas have been evident, impacting the meaningful transformation that LED projects aim
to  achieve  (Nel  &  Rogerson,  2005).  Additionally,  the  decentralisation  of  LED projects  to  local
government hasn't always been accompanied by equivalent decentralised funding, leading to a focus
on immediate  infrastructure  needs rather  than long-term LED initiatives  (Cunningham & Meyer-
Stamer, 2005; Meyer et al., 2017). Furthermore, the lack of training and upskilling of local officials or
consultants involved in LED projects has been a concern (Makhaye et al, 2021). To truly make a
positive impact, it's essential to address these challenges and ensure that LED programmes receive the
necessary support and resources, particularly in rural and non-urban areas. By equipping municipal
staff with adequate skills and resources, we can enhance the sustainability and effectiveness of LED
programmes, ultimately bringing about positive change in people's lives (Makhaye et al., 2021). 

Contrasting objectives
Based on current assessments, it becomes evident that South Africa's policies on LED have gained
international  recognition.  However,  the  effectiveness  of  LED initiatives  in  producing  meaningful
outcomes and long-term impact is questionable. Nel and Rogerson (2016:3) highlight South Africa’s
prominence as “somewhat of a world leader in terms of the development of LED policy and strategy”
but with a dismal track record in implementing impactful LED initiatives. At the forefront of LED
Policy development, as well as programme design and implementation, local municipal structures
have been instrumental to the LED process, particularly due to the close interaction with the citizenry
(Khambule, 2018). However, given the poor results in the implementation phase, the need for LED
agencies has arisen as drivers of South Africa’s developmental state agenda at the sub-national level
(Khambule,  2018).  Implementation  issues  are  further  aggravated  by  the  contrast  between  LED
objectives, which have been devastating to formulating successful LED implementation processes.
For instance, in 2000 and 2001, the DPLG issued LED guidance manuals with a clear profile focus,
which appears contradictory to the more neoliberal policies of other government departments and, as
such, was never submitted to Cabinet (Nel & Rogerson, 2005). 

To achieve success in LED and attract investors to LED projects, it is crucial for the SA government
to establish a clear LED strategy with detailed objectives and designated timeframes. Understanding
the requirements necessary to facilitate these objectives is key. It is essential to select and implement
the  best  approach/es  to  maximise  the  potential  for  achieving  the  desired  objectives  in  the  LED
landscape. This paper suggests that the three strategies have the potential to attract new investors for
the growth and development of the economy. Local governments should not just wait for foreign
investors  with  large  cash  resources,  but  should  also  focus  on  strengthening  the  position  of  the
businesses  already  operating  in  a  given  area.  Governance,  enterprise  support,  and  a  conducive
business  environment  are  important  factors  for  investors  when  selecting  municipalities  for
investments. The next section will expand on these strategies and their relationship to each other.



Politicisation of local governments
Inefficiency in addressing local government and local development issues can be attributed to the
"politicisation of local government offices" (Khambule, 2018:10). While political factors can either
hinder or facilitate service delivery (Thakur & Nel, 2024), local government offices often introduce
politics unnecessarily, leading to delays in service delivery (Madumo, 2016). For example, in South
Africa,  some municipalities  have  been  under  scrutiny  for  disregarding supply chain  management
regulations in order to favour individuals aligned with the ruling party, when awarding procurement
contracts. According to economists, government intervention is considered essential for maintaining a
healthy  economic  system.  However,  the  ideal  extent  of  government  intervention  has  been  a
contentious  subject,  sparking global  political  debates  since the Cold War era.  Advocates  of free-
market  principles  argue  for  minimal  government  intervention,  suggesting  that  the  market  should
determine economic outcomes, with the role of the government limited to implementing monetary and
fiscal policies solely to enhance the market's function (Balaam & Dillman, 2019). Depoliticisation
could therefore enhance the efficiency and effectiveness of local government by professionalising the
service  delivery  process  and  delineating  administrative  processes  from  political  roles  in  the
communities.

Research  objective  2:  Effective  strategies  that  governments  can  use  to  attract
investment and stimulate the development of local economies.
This section focuses on outlining LED strategies that can be customised and implemented to attract
investors and achieve sustainable local economic growth and development, as per the literature. The
objective was to use these variables to establish an LED framework. Three variables emerged as
significant integral components of prevalent LED strategies. Figure 1 provides an overview of the
entire framework. It is acknowledged that this list of variables is recognised as non-exhaustive, yet
they are the ones that have shown significant emergence in the existing literature.

Governance
The importance of effective governance emerged as significant in creating a favourable environment
for  investors.  Effective  governance involves  having  appropriate  policies  to  address  crime  and
corruption,  and it  is  crucial for ensuring transparency,  accountability,  and inclusivity in decision-
making  processes.  Additionally,  supporting  local  enterprises  by  providing  them  with  essential
resources, training, and financial access is key to enabling them to thrive and drive economic growth.
Furthermore,  locality  development encompasses  broader  initiatives  such  as  infrastructure
development, sustainable practices (Mtapuri et al, 2022), and community engagement, all of which
contribute to building a more resilient and vibrant local economy. Implementing these strategies may
result in increased economic resilience, decreased susceptibility to future natural disasters,  and an
improved quality of life for local communities.

Poor  governance  often  acts  as  a  significant  obstacle  to  implementing  a  functional  LED strategy
(Enaifoghe & Vezi-Magigaba,  2022).  Governance,  as  the  World Bank outlines,  encompasses  the
processes by which public officials and organisations acquire and exercise authority to provide public
goods  and  services,  such  as  education,  healthcare,  infrastructure,  and  a  conducive  investment
environment  (World  Bank,  2008).  A  key  requirement  for  effective  governance  is  eradicating
corruption through sound government practices (Jayachandran, 2022). Maduku and Enaifoghe (2020)
and Maduku and Enaifoghe  (2018)  stress  that  good governance  should entail  holding  politicians
accountable for their actions and allowing citizens to partake in decision-making processes. As stated
in the King Report III,  good governance revolves around demonstrating effective and responsible
leadership,  characterised  by  discipline,  transparency,  autonomy,  accountability,  responsibility,
fairness, and social consciousness (King Report III, 2009).

In a study conducted by Mukwarami et al. (2020), the indirect effects of crime on businesses were
thoroughly  discussed.  It  was  noted  that  crime  not  only  deters  businesses  from  investing  and
expanding their operations, but also leads to a decrease in passing trade, due to the fear of crime
among suppliers and customers. Furthermore, a study by Ogujiuba (2021) examined the impact of



crime on businesses, particularly focusing on South Africa's high crime rate. It reveals that small,
medium, and micro-enterprises (SMMEs) are compelled to increase security expenditure due to the
prevailing  crime  rate,  thereby  directly  impacting  their  total  business  costs.  Ogujiuba  (2021)
emphasises  that  the  financial  costs  associated  with  crime  and  violence  act  as  major  barriers  to
investment  confidence  in  South  Africa.  This  impact  is  particularly  challenging  for  businesses  in
townships and informal settlements, where insurance coverage is less common, making it difficult for
them to bear the direct crime costs. There is a high likelihood of these businesses closing down after
experiencing one or more serious crime episodes (Leonard & Dladla, 2020). 

It is also crucial to emphasise the significance of having well-defined policy guidelines (Mensa et al,
2013;  Fiorentino,  2023).  The absence of such guidelines can lead to complications in effectively
organising and allocating resources, resulting in disparities between anticipated and actual outcomes
(Asher and Novosad, 2020). This situation often gives rise to regional inequalities, as policies aimed
at  attracting  foreign  investment  might  end  up  favouring  areas  with  higher  household  incomes,
educational  attainment,  and  superior  access  to  infrastructure  and  transportation  networks
(Kamnuansilpa et al, 2023). Therefore, governments need to be able to distinguish between strategies
that focus outward, such as incentives to attract investments, and strategies that focus inward, like
supporting  local  businesses  and fostering  an  entrepreneurial  culture  (Kamnuansilpa  et  al.,  2023).
Effective economic development policies involve more than just providing monetary incentives to
businesses (Bartik, 2020). They also include offering customised public services to meet the specific
needs  of  each  project,  such  as  tailor-made  job  training  provided  by  local  community  colleges,
business advice, such as that offered by specific manufacturing service providers, and small business
development centres (Bartik, 2020).

One area that still contains blurry policies is the supply chain. The impact of the COVID-19 pandemic
on SMMEs has brought to light challenges of supply chain disruptions, inventory shortages, cash flow
issues, and low income (Chukwuneme et al., 2023). A deeper understanding of procurement policies,
particularly with regard to Enterprise and Supplier Development (ESD) in South Africa, is essential.
ESD, as a priority element of the Amended Broad-Based BEE (B-BBEE) Codes of Good Practice
(2013), aims to facilitate the development of black-owned and black woman-owned small businesses,
by encouraging corporate entities to train, develop, and ultimately procure from these businesses.
However, there is a need to understand better the justification for ESD, to ensure that it aligns with
sustainable economic development and business objectives. It's worth noting that there is often a lack
of understanding of the rationale behind ESD (The Seed Academy, 2016). For successful procurement
strategy initiatives, it is crucial to have support and policy changes from the government (Giddy &
Rogerson, 2021).

Generally, research attests that well-constructed LED policies play a significant role in stimulating the
progress  of  local  businesses,  promoting  local  employment  creation,  and  contributing  to  poverty
reduction  (Tackie et  al.,  2022). These initiatives are vital for improving residents'  quality of life,
creating new job opportunities, and retaining residents within a town or municipality (Trinajstick et al,
2022).

Enterprise Support
Research  indicates  that  small,  medium,  and  micro  enterprises  (SMMEs)  in  South  Africa  are
encountering substantial obstacles in establishing themselves in the country's economic environment
(Enwereji, 2023). The current success rates of SMMEs are discouraging, and there is a low level of
entrepreneurial activity in the nation. The 2015/16 GEM report emphasises the necessity for fostering
an environment that promotes entrepreneurship as a financially rewarding employment option (Kelly
et al, 2015:60). According to the Small Enterprise Development Agency, the failure rate for first-year
SMMEs in  South  Africa  is  estimated  to  be  as  high  as  80% (Masutha  & Rogerson,  2014).  This
troubling situation highlights a noticeable gap between municipal LED departments and local SMMEs
(Rogerson & Rogerson, 2012), especially when policy implementation is unclear. Even though the



White Paper on Local Government indicates that local government is not directly responsible for job
creation, it should ensure a conducive environment for job creation (Cogta 1998:24). However, it's
uncertain whether government has effectively created an environment that enables small businesses to
flourish and generate employment opportunities (Adams, 2022).

Enterprise development encompasses a comprehensive set of strategies and initiatives designed to
enhance the efficiency and competitive edge of a wide spectrum of businesses, economic clusters,
value  chains,  and  financial  and  business  services.  This  includes  support  for  various  types  of
enterprises, ranging from large corporations to small and micro-enterprises, whether operating within
formal or informal sectors (Juta, 2023). A range of methodologies and instruments has been devised
to evaluate and facilitate enterprise development, such as assessments of the business and investment
environment,  initiatives  for  business  preservation  and  growth,  economic  mapping  exercises,
participatory  appraisals  of  competitive  advantage  (PACA),  and  strategies  aimed  at  rectifying
economic inefficiencies. These approaches work in conjunction with conventional formal business
tools, to bolster the expansion and administration of enterprises (Juta, 2023).

Despite these challenges, scholars remain optimistic about South Africa's potential for remarkable
development, due to its rich resources (Enaifoghe & Vezi-Magigaba 2022). They believe that the
country can address these gaps by supporting small business development, restoring private sector
confidence in local government, and fostering private investment capacity (Rogerson & Rogerson,
2012; Rogerson & Saarinen,  2018). Additionally, mandatory and regulatory training interventions
could help enterprises achieve their developmental objectives (Dagdag, 2021). By investing in human
capital, technology, and strategic partnerships (Enwereji, 2023), South Africa's enterprise landscape
could be transformed. Moreover, empowering these enterprises financially (Asah & Louw, 2021) can
enhance their ability to invest in growth opportunities such as marketing, research and development,
and hiring  additional  staff  (Jordaan & Coetzee,  2021).  Without  these  investments,  SMMEs may
struggle to expand their operations and compete with larger businesses. Furthermore, SMMEs lacking
access to funding may find it challenging to respond promptly to market changes, which can limit
their ability to capitalise on opportunities (Rajagopaul  et al.,  2020) and result  in a higher risk of
failure,  due  to  unforeseen  expenses  and missed  opportunities  (Jordaan & Coetzee,  2021).  These
limitations are among the factors that some investors may find unappealing.

Environmental development 
The planning and development of the environment play a crucial role in the responsibilities of local
government  and  the  public  sector  in  driving  local  economic  development.  This  responsibility  is
mandated and communicated through local government legislation, particularly in South Africa, the
Integrated Development Plan (IDP) is very clear. Environmental development encompasses a wide
range of efforts aimed at improving both natural and constructed environments. This encompasses the
development  of  essential  infrastructure  such  as  roads,  power  supply,  and  water  systems,  and
specialised  economic  infrastructure,  including  storage  facilities,  warehouses,  irrigation  systems,
marketplaces, and transportation networks (Juta, 2023). Several other factors include the proportion of
higher education graduates, the electrification ratio, and internet coverage, all of which significantly
impact on economic development. Higher education graduates play a vital role in driving the creative
economy within a region, as a higher proportion of graduates is expected to promote a more vibrant
and creative economy, serving as a catalyst for local economic development (Pratomo et al, 2021).
Investors are also interested in anti-poverty programmes, crime and public safety initiatives, as well as
waste  disposal  and  pollution  control  strategies.  These  improvements  are  crucial  for  supporting
economic activities and enhancing the overall quality of life for communities (Auriacombe & Van der
Waldt, 2020). Juta (2023) supports the idea that these initiatives are essential for nurturing economic
activities and enhancing the overall quality of life for communities.

The creation of a conducive developmental environment is generally at the core of promoting job
creation, developing the necessary skills for those jobs, and improving opportunities for affordable
housing and public transport, to support individuals participating in the labour market (Department of
Cooperative Governance, 2023).



Figure 1: A conceptual framework for LED Strategies.
Source: Author’s own construction

7. Conclusions, Limitations and Future Research
This study focussed on  strategies that governments can use to attract investment and stimulate the
development of local economies, and challenges associated with the effective implementation of LED
initiatives in South Africa.  The study highlights and recommends that besides attractive incentives
that governments attach to LED projects per region or municipality, a good LED strategy should be
clear on how issues of governance, enterprise support, and locality development are addressed. The
paper communicates what local governments may focus on when creating LED strategies that can
potentially attract investors and sustain new opportunities that can enhance business prospects within
local  communities.  The  study  is  timely  and  imminent,  especially  in  South  Africa,  after  natural
disasters struck several  provinces.  A speedy recovery of the economy is  necessary.  The study is
significant  to  local  economic development  and local  governance practitioners  and politicians,  for
properly implementing local economic development policies.

 The paper specifically recommends that when focusing on governance, it's essential to implement
clear governance policies and transparent regulatory reforms that address critical issues like crime,
corruption, and supply chain management. Such measures can serve as a catalyst for attracting new
investments. Additionally, by empowering local communities through decentralisation, they can be
provided with the opportunity to take ownership of local projects. This sense of ownership encourages
community  members  to  actively  contribute  to  the  success  of  these  initiatives.  Secondly,  the
availability of improved financial access has long been the cornerstone of support for enterprises. This
paper suggests that, beyond providing financial assistance and training interventions, the government
should also aid these diverse enterprises by equipping them with various tools and approaches to
assess  their  competitive  advantage.  This  may  involve  the  use  of  methods  such  as  PACA
(Ramukumba, 2014), which entails an action-oriented diagnosis of the local economy to kick-start
economic  development  initiatives.  Thirdly,  creating  a  conducive  business  environment  involves
strategic investment in crucial infrastructure, such as transportation networks, energy supply, water
and sanitation,  and telecommunications.  Upgrading and expanding infrastructure can significantly
improve connectivity, lower operational costs, and ultimately attract more investment. Additionally,
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advocating  for  sustainable  development  practices  that  harmonise  economic  growth  with
environmental protection is key. This encompasses the promotion of green technologies, renewable
energy  sources,  and  sustainable  resource  management,  presenting  a  compelling  advantage  for
attracting investors and fostering long-term growth.

Furthermore,  two  specific  recommendations  in  the  area  of  enterprise support  and  Locality
Development include:

The sustainability of relief funds is a crucial consideration. During the Covid-19 pandemic, South
Africa demonstrated its commitment to being a developmental state by implementing an economic
and social  relief  package (ESRP).  It  is  recommended that  these relief  funds not  only serve as  a
temporary reactive solution, but also as a long-term strategy to address broader issues, providing the
necessary  support  to  initiate  and  sustain  new  businesses.  It  is  essential  that  such  funding  is
consistently available to handle future disruptions.

Furthermore, there is a need to reevaluate the development of local areas, particularly in rural regions.
Locals should be empowered through education and support to leverage their local resources to the
fullest. These areas possess extensive land that can be utilised for agricultural development, among
other purposes. Collaborative efforts between the government and other stakeholders can be employed
to create detailed plans for this purpose. Additionally, as Zondo (2020) suggests, investment in the
construction of dams can be made to ensure sustainable irrigation.

By  implementing  these  strategies  within  the  governance,  enterprise  support,  and  overall  local
development frameworks, South African local governments can create a more robust and resilient
economic environment, attract investments, and promote sustainable growth. This approach will help
mitigate the negative impacts of natural disasters and other challenges, fostering positive change and
development in the affected areas.

Limitations and future research
One of the key limitations of this study is that it focuses on a narrow set of variables, whereas the
existing literature encompasses a wide range of other factors. While the analysis is comprehensive, it
runs the risk of overlooking other important details. However, it does provide a broader perspective
on LED in  South Africa.  Future  research  could benefit  from a more targeted  approach,  perhaps
focusing on individual municipalities or regions, to gain deeper insights into the structural issues at
play. This approach would allow for a more conscious evaluation of the impact of LED initiatives by
local governments over tyears.
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