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Abstract
Municipal Service Partnerships (MSPs) have increasingly become a feature of local government processes the world over.  Today municipalities engage in a diversity of partnerships around many different services and across many different functions.  This process of decentralisation has also seen a much greater emphasis placed on localities as key hubs in national and global economic processes.  Under these circumstances a necessity arises to explore the inter-relationships between MSPs and processes geared to facilitate economic development at the local level (Local Economic Development or LED).  The paper offers a brief exploration of the origins of MSPs, followed with some discussion of the actual and potential points of intersection between MSPs and LED in South Africa.  The paper concludes with possible MSP policy and practice interventions that could support improved economic development outcomes.

1. Introduction

Municipal Service Partnerships (MSPs) have increasingly become a feature of local government processes the world over.  This has much to do with the fact that the logic of municipalities working in partnership with other entities, in meeting service delivery mandates, emerged in parallel to the global thrust to decentralization of the past twenty to thirty years.  Today municipalities engage in a diversity of partnerships around many different services and across many different functions.  This process of decentralisation has also seen a much greater emphasis placed on localities as key hubs in national and global economic processes (Scott & Storper, 2003).  Under these circumstances a necessity arises to explore the inter-relationships between MSPs and processes geared to facilitate economic development at the local level (Local Economic Development or LED).
This paper begins with a brief exploration of the origins of MSPs.  This is then followed with some discussion of the actual and potential points of intersection between MSPs and LED in South Africa.  The paper concludes with possible MSP policy and practice interventions that could support improved economic development outcomes.
2. The origins of MSP concepts and practice
As implied in the introduction MSPs emerged in the context of a range of global trends impact on processes of state restructuring.  As such MSPs are not simply the innovation of bright policy makers but are the product of historical processes that contributed towards particular outcomes around the state.  In the introduction the issue of decentralisation was mentioned as a key theme of both developed and developing country public sector reform during the last handful of decades.  Part of the case made for decentralisation was that it would allow for more meaningful forms of democracy as it created a platform for active citizen participation in governance that might not have been possible in a centralised state.  However, decentralisation also took route at a time when there was a global orthodoxy emerging which suggested a much curtailed set of functions and roles for national states and sought to impose substantial limits on public expenditure with the devolution of roles and responsibilities often accompanied by reduced state funding.  This drive was, in part, informed by a view that the state was crowding out the private sector.  The argument was made that if market space was provided for private delivery options, delivery in many services traditionally dominated exclusively by the state, would become more efficient.  For developing countries this was an explicit part of structural adjustment programmes that predominated in the 1980s:
“Each national economy is being reshaped to a new phase in the development of the system, having enforced upon it common disciplines regardless of local circumstances. As a result of the new global economy, governments have become increasingly unclear as to what their national economy is, what the national interest is, since they appear to be administering no more than a fragment of a much larger whole, which is outside their control.” (Harris, 2003: 2)
It is also important to recognise that these historic processes have also impacted substantially on the form and character of MSPs in different contexts.  Early decentralisation tended to do little to reform the character of service delivery channels and focused on the creation of political representation systems in localised areas.  However, this was followed by attempts to reorganise delivery processes to enable a much greater level of decentralised planning, management and ultimately accountability of services.  However, the influence of the so-called Washington Consensus which advocated the withdrawal of the state from many services and widespread privatization tended allow for the parceling off of various functions (both end-point delivery such as transport as well as generic system services such as information technology and communication) through a variety of contract mechanisms.
“In the context of public service reforms, decentralization is regarded as an important means to achieve improved efficiency and quality of services. One of the challenges in this context is the financing of such services, since tax and fee systems are often not changed simultaneously or sufficiently. Consequently, municipalities and local government institutions opt for a variety of approaches to privatizing services provided in the public interest.” (Cleopatra Doumbia-Henry, foreword of Simpson, 2001: iii)
Not only was the private sector seen as bring greater efficiency, but it was also expected to generate savings on what had been substantial areas of state expenditure and to yield greater levels of innovation and flexibility.  Here the state’s role was to be one of contractor, oversight entity or regulator and not specifically as the service provider.  This period witnessed a considerable level of unevenness in service delivery approaches as some functions and processes were privatized whilst others remained largely unreformed. 
The 1990s witnessed a renewed concern with two key issues: poverty and participation.  The latter was also drawn on substantially by state reformers to set in motion new approaches to service delivery where privatisation was not always the dominant theme and instead a focus emerged on ensuring citizens had greater say over the content and form of services and that systems allowed for a greater level of accountability.  The failure of many of the developing country privatization endeavours during the previous decade and the overall decline and state capacity and public expenditure had resulted in some serious social impacts and the period witnessed in many areas an increase in poverty.  This reality placed the state back on the agenda as a delivery agent but weakened capacity and poor systems of accountability saw NGOs emerging as critical service delivery agents and sometimes partners.  Added claims were made that NGOs were able to offer service delivery models that more effectively reached the poor and secured greater citizen participation.  Franceys and Weitz (2003) conclude their review of international partnership examples in water by arguing that,

“…civil society, [and]poverty aware intermediaries, are needed for their flexibility and commitment to serve the poorest whereas the private sector is needed to disturb the old system of service provision and manage it more efficiently, all under the oversight of government as economic regulator and facilitator.  None of these ‘partners’ appears capable of meeting the needs of the poorest in the rapidly growing urban areas on their own.” (Franceys and Weitz, 2003: 1096)

As the 1990s progressed greater pressures emerged from organised civil society formations for a greater level of direct input into services and local governance.  In many contexts municipal authorities moved to establish multi-stakeholder partnership ventures to drive programmes around key local issues.  At times these were merely focused on visioning and planning processes, but in many instances that become the driving force for areas of municipal action.  One of the most prominent fields of such partnership formation was around enhancing local economic circumstances and prospects.  Such partnerships tended to focus on urban regeneration, promotion and competitiveness supporting interventions.  However, in developing countries such partnership ventures took on more of a grassroots character.  For example in the Brazilian city of Porto Allegre and in the Indian state of Kerala processes were enacted to open municipal decision making directly to citizens and local citizen forums.  Here municipal officials were seen to be working in partnership in planning and implementing local projects with considerable power delegated to local community forums (Heller, 2008).
This period also witnessed a considerable amount of attention of bodies such as the United Nations Development Programme (UNDP) and the United Nations Capital Development Fund (UNCDF) to the testing of new approaches to service delivery that could reach the poor where communities had little prospect of being serviced through conventional channels.  Important in this work was the recognition that some people were already providing informal services of benefit to municipalities through their own livelihood strategies.  An example of this was informal waste pickers who tended to reduce the build up of waste and the un-necessary shortening of lifespans of land-fills by gathering and sorting waste material that could be recycled in one way or another.
  Programmes emerged which sought to link such networks with formal municipal service providers and also to generate entrepreneurial responses through encouraging municipalities to contract local, SMEs for the provision of these services.  The case for this approach is highlighted by Rouse (2004),
“The urban poor are frequently characterised by low incomes, vulnerability to a diverse range of shocks (e.g. health, economic, meteorological) informal (often illegal) status and high competition for limited markets.  Informal sector entrepreneurs may be described as an 'economically active' group of poor and often have (albeit limited) access to cash, shelter and food etc. (Meikle 2002). In many developing world cities the informal sector is one of the main employers of poor people and the primary means by which goods and services are delivered to the poor.” 
 (Rouse, 2004: 2)
Despite this recognition of the role of informal service providers, it is also notable that approaches to establish partnerships are not universally accepted. In fact it is still very common for informal workers to be harassed or persecuted whilst trying to make a living.  It is also important to recognise, as bodies such as the ILO have, that these processes are often delivering employment which is far from the goal of “decent work” set out in international agreements.
Today a plethora of approaches to MSPs exists the world over. They have become a part of how local government functions in both developed and developing countries.  These range in character from neighbourhood type partnerships through to large-scale city-wide endeavours. They cover specific services and general processes and can involved varying degrees of private or civic involvement.  Much of this practice has been stimulated by domestic policy adjustments but there have also been responses to the influences of international multi-lateral organisations that have sought to promote new ways of doing things.
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These developments, it has been argued, have been influenced both by ideological shifts and as reponse to real constraints where new approaches have been necessitated to meet new challenges.  The mix of factors influencing one context of another have varied but have generally been heavily influenced by rising concerns over the apparent failures of traditional state service delivery systems in the 1980s.  However, it is also important to recognise the influence of globalizing capital seeking new market spaces to allow for the exploiting of new profit opportunities.  However, the alongside the push for private-public partnerships in the 1980s there was also the rising concern related to the continued marginalisation of the poor in all service delivery frameworks as well as increasing struggles for local communities to have a greater say over the character of services in their neighbourhoods.  The latter ranged from residents in wealthy North American cities wanting to exercise greater influence over how city authorities managed local parks through to slum dwellers in Dar Es Salaam seeking ways to organise themselves to provide a measure of local services in a context where city authorities had little capacity to extend even a very limited service in a rapidly urbanising environment.

3. The South African experience of MSPs
South Africa’s post-apartheid experience with various forms of Municipal Service Partnerships (MSPs) has been a relatively contested one (MacDonald, 2002).  In fact much of the contestation around various service delivery options, both public and those that involve varying degrees of commitment from other stakeholders, has it roots in struggles waged in the apartheid era over inadequate or absent and racialised patterns of service delivery.  In its first few years in government, the African National Congress government embraced ambitious plans to meet basic needs of all South Africans through the Reconstruction and Development Programme (RDP) and alongside this promoted the rights of individuals to access shelter and basic services through the Constitution’s Bill of Rights.  However, faced with an inherited apartheid debt burden and mounting concerns of economic instability, a relatively conservative fiscal path was chosen. Despite being redistributive in its broadest intent, a major consequence of this was the limitations placed on public funds for programmes such as the RDP in order to meet inflation targets and reduce the budget deficit.  It was in this context, driven more in terms of an attempt to reduce the impact of curtailed public investment as opposed to an ideological commitment to limit the role of the state encourage private capital, that signals emerged from Cabinet that various forms of partnership with the private sector would be considered should such arrangements assist in meeting government service delivery targets.
This is not to say that such arrangements were absent in South African local government under apartheid – in fact a range of municipalities had initiated various forms of service partnership under the previous regime.  These were not widespread but neither were they uncommon in relatively discreet areas of municipal service such as fleet management, facilities management and solid waste collection.  In this context, municipalities began to respond to the signals of the new government and explore further possible service delivery partnerships – in some cases actively engineered by government ministers or their senior staff in an effort to pilot various possible approaches.  Over a period of time capacity was created in institutions such as the DBSA and National Treasury to both encourage and support such endeavours.  During this period public private partnerships (PPPs) were extended to water and sanitation projects such as the concessions approved for Nelspruit and the Dolphin Coast.  The initial mixed results of these new initiatives escalated the levels of conflict between the ANC government and its union partners over the continued state commitment to PPPs.  As a result of this, in subsequent years, government departments curtailed their more visible and public utterances and shifted to the more inclusive language of Municipal Service Partnerships (MSPs) in which community organisations and non-government organizations could also find a space.
In early 2000 rising concerns around the scale of inherited backlogs, despite large scale delivery, brought the discussion on MSPs to the fore.  However, the motivation for a more flexible approach was no longer only driven by the issue of fiscal constraints but was also framed around persistent concerns around the capacity of municipal managers and staff to responds – especially where a return to a more expansionary public spending programme was seeing high levels of unspent funds.  As a consequence it was suggested that present day municipal service backlogs could take until 2065 to be met (DPLG, 2004: 1).  Taking this into account the Department of Provincial and Local Government argued that an imperative existed for municipalities to explore a variety of partnership opportunities to assist in accelerating the pace, and improving the quality and value for money of service provision activities.  The Municipal Service Partnership White Paper (DPLG, 2004) sets out the processes and principals which should guide municipality decision making with respect to exploring the options around a variety of service delivery choices.  Furthermore, the policy team behind the DPLG MSP White Paper also sets out a framework for supporting the overcoming of obstacles to both the exploration of service delivery options and the actual implementation of partnership arrangements.
4. MSPs and LED: Internationally and in South Africa

The rationale for linked LED and MSPs has essentially two key threads to it:

· Better quality, more competitive and more extensive service provision will improve the operating environment for enterprises and improve urban productivity thereby promoting improved economic and livelihood prospects; and
· In a context of widespread economic exclusion and marginalisation, MSPs offer an opportunity for the extension of service provision opportunities to informal workers, micro enterprises and SMEs that might otherwise have had limited prospects for growing their incomes and businesses.

In a global context it is important to understand the potential role of MSPs in developing countries more specifically.  In a context of rapid and unrelenting urbanization,

“… the ILO estimates that 500 million people will join the world’s job markets, most of them young people in developing countries with secondary level education and training. They will join the 180 million unemployed and the 550 million working poor, seeking to use their talents and abilities in a productive and gainful manner. About one billion jobs need to be provided by the end of this decade simply to employ new entrants to the labour market. This would require both faster economic growth and policies to promote the creation of decent and productive work opportunities. In view of global trends, pro-poor and pro-jobs policies and programmes are urgently needed in urban areas. So far, the inability of cities to absorb the influx productively and generate enough jobs of decent quality has led to increasing levels of urban informality, poverty and insecurity.” (Kuiper & van der Ree, 2005: 4)

In local economic development terms for developing countries and their municipal stakeholders the challenge exists to try an follow a path which combines the potential to meet the needs of a globalised economy (internationally benchmarked quality services provided on a competitive basis) alongside that of extending services to communities that have little in the way of formally provided services.  Under these circumstances it has not been uncommon to see a segmented approach emerging in which partnerships with formal private sector partners are explored to support activities geared towards wealthier residents and larger, more established businesses and community-oriented partnerships are considered in under-serviced areas.  This might be considered appropriate using a “horses-for-courses” type argument, but it has been argued by a range of researchers that such a bifurcation can entrench inequalities and social and spatial divides in towns and cities.  To avoid this a case has been made to seek to develop linkages between different layers and types of MSPs and to use public sector authority to encourage direct interaction and engagement (which might have been taking place already through informal routes).  Here, once again the waste pickers offers some insights in that a MSP with a formal waste services enterprise might not offer such an entity sufficient scale in terms of materials to make recycling feasible.  However, interactions with informal waste pickers might generate the appropriate scale and offer opportunities.  However, internationally MSPs, where they might have a meaningful economic impact beyond the immediate partners do still tend to fall into one or the other of the categories discussed above. 
It is notable though that within developed countries MSPs are increasingly not seen as a tool to support local enterprises through some kind of indirect subsidy, but rather to help guarantee a competitive environment for economic activity.  In developing countries, guarantees of state employment through municipal service delivery entities are increasingly being replaced by an approach to develop MSPs to help fill service gaps (as opposed to expanding existing municipal deliverers).
What then has been the South African experience of MSPs and LED?  It is important at the outset of this discussion to note that there has been an explicit policy thrust in support of MSPs.  It is argued in the MSP White Paper (DPLG, 2004) that,
“MSPs must support the furtherance of important societal goals such as empowerment, the sustainable management of the natural environment, local economic development, social equity and justice.” (DPLG, 2004:8)
The White Paper offers a wide range of potential MSP opportunities than can be explored in terms of more substantial service contract arrangements or be considered for less onerous arrangements, for instance around a specific procurement opportunity or project.  However, it is notable that, at least in this formal policy document, there are only two mentions in forty-two pages to specific local economic development intentions than can be realised through MSPs.  It is perhaps in part due to this reason that the use of MSPs as a core element of economic development programmes has been somewhat limited.

However, it is also worth noting that in practice municipalities have struggled with exploring MSP and LED linkages for some of the following reasons:
· Partnership choices are over-regulated and made difficult to roll-out with low administrative burdens – even in low risk categories such as joint marketing initiatives;
· There is a tendency to see empowerment elements of MSPs as the sole means to leverage economic impact with a consequent failure to address cost/quality aspects and others points of leverage such as local technology transfer;
· Many municipalities focus on reinforcing public delivery entities as their primary objective and see any attempt at partnership as an admission of failure;
· Generally there is a resistance to community-level partnerships and ventures with NGOs or CBOs as they are seen to undermine uniformity of delivery objectives – even if such delivery remains only a plan on paper; and
· LED skills are too weak to influence this as they remain a marginal category in local government structures.
Despite these shortcomings there have been cases where MSPs have delivered important economic impacts, whether in livelihood terms or in terms of enhancing the competitiveness of the business environment.  The City of Cape Town has worked closely with the Working for Fire EPWP initiative of DWAF which has involved the generation of considerable employment opportunities in maintaining important ecological zones around Table Mountain. These in turn help protect an important economic generator asset that attracts tourists from around the globe to the City. The initiative has reduced alien vegetation and reduced fire risk substantially and therefore enhanced the environmental service contribution of natural spaces.  eThekwini Municipality partnered with the Tongaat Hulett Group to develop a 250 hectare industrial estate to the north of the city which has yielded major new investment, direct job creation and generated an income flow for the municipality to continue to invest in economic generator projects in deprived areas such as KwaMashu, Inanda and Ntuzuma.  Also in eThekwini, the project management unit responsible for public works programme has successfully supported considerable job creation in the provision of water and sanitation services to peri-urban communities as well as stimulating new enterprises in fields such as block making.
Around the country a range of MSPs are in place and it is likely that more and more of these will emerge over time.  Economic benefits of such processes are rarely guaranteed and require the ongoing attention of all role players.  All too often other agenda’s take precedent in the formulation of such MSPs leaving little more than trickle-down economic effects.  For instance the partnerships around public transport provision have not necessarily yielded more efficient public transport provision that enhances livelihood opportunities and improves the competitiveness of the local economic environment.  Equally efforts to engage cooperatives in undertaking various municipal services have often been poorly conceived, inadequately managed and generally not resulted in quality services or sustainable income generation for entities involved.  All too often municipalities undermine the prospects of supporting the growing competitiveness of local emerging enterprises by allowing sub-standard delivery, being too flexible with time frames and not being rigorous enough with pricing systems.  Under these circumstances enterprises become wedded to public sector contracts and struggle to build the capabilities to compete in the open market.  At times these problems are aggravated by weak municipal administration which mis-manage contracts struggle to pay for services timeously. 
It is also notable that across South Africa’s municipalities there have been only limited attempts to build less structured strategic oriented partnerships with civil society stakeholders in the territories.  Generally interaction in such processes is limited to irregular and rather narrow engagements around Integrated Development Plans.  Efforts aimed at building longer term partnerships between a range of stakeholders to support a common vision for the future of areas and to enable collaborative programmes in fields where municipalities might have limited influence (health, education etc) have been few and far between.  All too often plans developed focus almost exclusively on a municipal orientation and tend to marginalise interests and opportunities beyond the municipal sphere.
5. Some concluding reflections
How then can South African municipalities respond to this experience of relatively patchy MSP experiences?  The following points are suggested as offering some opportunities for future attention and action:

· Increase the explicit economic leverage intentions in municipal-wide MSPs beyond empowerment objectives:

· Contract criteria to respond to need for a competitive economic environment responding to cost, quality, innovation and service differentiation needs.
· Use relationships to support broader economic goals (such as skills, technology acquisition, investment) beyond the narrow realm of contract field.
· Develop relationships with community formations, NGOs and SMMEs to encourage localised micro-contracts for municipal service provision where service failure is prevalent (both in areas without services and in areas with demands for high-level specialised services).

· This must be supported by enhanced LED capacity to support such arrangements, strategic commitments in IDPs and in management KPIs.
· Attention must be given to issues such as the creation of “decent work” and the sustainability of activities.

· Create a learning system within municipal structures to monitor, evaluate and learn from MSP experiences.  Inadequate attention to these processes has led to mistakes being repeated and a lack of system reform.

· Work towards territory-wide partnerships of a strategic nature in which shared visions are developed around key medium and longer term requirements to enhance local economic prospects – often in fields where municipalities need to form partnerships as they have limited direct leverage.
MSPs will need to form a greater and greater part of the strategic focus of municipalities in the future.  Key factors driving this include the growing complexity of municipal mandates and the growing diversity of community needs as development takes route.  Expecting municipalities to effectively respond to this diversity and complexity using traditional bureaucratic systems is likely to result in wide-spread dissatisfaction.  MSPs of various sorts do provide a mechanism to respond to these circumstances and deal with present day challenges such as skill deficits.  Here a key requirement is to avoid the pitfalls of simple outsourcing where hands are washed of services and citizens have declining accountability of service providers. Rather there exists and imperative to build new forms of municipal capacity to work closely with such forms of partnership – whether they be at a local community level or around territory-wide services.  
Bibliography
Bernstein A and Clynick T, “Local government’s crunch time”, in Business Day, 01/10/2003, p.11

Bond, P. (2005), “Debates in local economic development policy and practice”, in Nel E and Rogerson C (eds), Local Economic Development in the Developing World, Transaction Publishers, New Brunswick, p57-74.
DPLG, (2004), “Municipal Service Partnership White Paper”, Department of Provincial and Local Government
Franceys R and Weitz A, “Public-Private Community Partnerships in Infrastructure for the Poor” in Journal of International Development, 15 (8), 2003

Harris N, (1996), “Introduction”, in Harris N and Fabricius I, Cities and Structural Adjustment, UCL Press, London
Heller P, (2008), “Moving the State: The Politics of Democratic Decentralization in Kerala, South Africa and Porto Allegre”, in Chari S & Corbridge S, The Development Reader, Routledge
Kuiper M & van der Ree K, (2005), “Growing out of poverty: How employment promotion improves the lives of the urban poor”, SEED Working Paper No. 74, ILO, Geneva
McDonald D, (2002), “The Bell Tolls for Thee: Cost recovery, cut offs, and the affordability of municipal services in South Africa”, Municipal Services Project Special Report, Queens University, Canada, March 2002

Muller M, (2003), “Public-Private Partnerships in Water: A South African Perspective on the Global Debate” in Journal of International Development, 15 (8)

Rogers P and Hall A, “Effective water governance”, TEC Background Papers no 7, Global Water Partnership Technical Committee, 2003

Rouse J, (2004), “Absorbing informal-sector entrepreneurs into improved urban services”, Small Enterprise Development, Volume 15, Number 2, June 2004
Scott A & Storper M, (2003), “Regions, Globalization, Development”, Regional Studies, Vol. 37.6&7, pp. 579–593, ISSN: 1360-0591
Sellers J, (2002), Governing from Below: Urban Regions in the Global Economy, Cambridge University Press, Cambridge
Simpson R, (2001), “Decentralization and privatization of municipal services: The perspective of consumers and their organizations”, Working Paper 176 of ILO sectoral activities programme, ILO, Geneva
http://www.sida.se/sida/jsp/sida.jsp?d=883&a=32622&language=en_US

� A case from Hyderabad, India: “In response to the unhygienic neighbourhood conditions and the trend towards 'Resident Welfare Association' involvement in solid waste management in India, the Jubilee Hills Exnora (JHE) Residents' Association initiated a door to door household waste collection system.  In 1998 the association had purchased 16 cycle carts for neighbourhood waste collection, employed 17 young men and successfully collected waste from around 850 households and 12 commercial properties.” (Rouse, 2004: 7)


� Authors own highlights.
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