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1. Introduction

On 5 March 2003 Cabinet decided to rationalize nationally managed capital expenditure programmes directed at building municipal-service infrastructure.  Cabinet’s decision affects 8 infrastructure funding programmes, currently run by various national departments.  Six programmes have been earmarked for consolidation into a single, integrated capital grant distribution mechanism by the start of the 06/07 financial year.  The Municipal Infrastructure Grant (MIG) will first consolidate:

1. The Consolidated Municipal Infrastructure Programme (CMIP) (dplg);

2. The Local Economic Development Fund (dplg);

3. The Water Services Capital Grant (DWAF);

4. The Community Based Public Works Programme (Public Works);

5. The Building for Sports and Recreation Programme (Sport and Recreation SA);

6. The Urban Transport Fund (Transport).

In addition 2 programmes currently funded by the Department of Minerals and Energy will be incorporated once a final framework for the restructuring of the electricity distribution industry has been decided.  These are:

7. The National Electrification Programme to Local Government (DME);

8. The National Electrification Programme to Eskom (DME).

Leading up to the Cabinet’s decision, and following it, substantial preparatory work has been completed.  This includes:

· A full policy document justifying the MIG;

· A concise version of the policy document for wider consumption;

· A draft of a MIG Manual further developing and explaining key aspects of the MIG;

· An institutional framework describing the institutional context within which MIG operates and proposing key organizational arrangements;

· A Business Plan covering the 2003/4 phase of work;

· The selection and initiation of pilots to test key aspects of the MIG approach and institutional arrangements.

In addition, further preparatory work is currently in progress.  This includes:

· Further work on the formula for distributing MIG grants;

· The further revision of the Municipal Infrastructure Investment Framework (MIIF);

· The development of a monitoring and evaluation toolkit.

The MIG business plan and operational framework is in the process of being finalized.

In principle commitment has been given to the inclusion of support for innovation activities of municipalities, as a component of the MIG.  These short guidelines serve to describe:

· The solicitation and selection process

· The selection criteria

· Implementation oversight and support

· Monitoring and evaluation of projects

· Lesson learning and dissemination

· Institutional arrangements

2. Solicitation and selection of projects

2.1 Eligibility

All municipalities which are recipients of MIG funds will be eligible to apply for Innovation Grants.

Preference will be given to municipalities that are determined as having financial need, and for which the return on investment of the Innovation Grant would be the most substantial.  
2.2 Solicitation

In the second quarter of the financial year, eligible municipalities will receive an invitation to submit proposals for the Innovation Grant.  The invitation to submit will include detailed submission guidelines, in order to assist the municipalities in identifying the type of information that will be required to support their application.  In addition, public advertisements will be placed encouraging organizations and small businesses, in particular locally based ventures, to approach their relevant local authority with project concepts.  All proposals will require the direct involvement and endorsement of the relevant municipality.

A period of eight (8) weeks will be provided for the preparation of responses, after which time the submission period for the financial year will close.

2.3 Support categories

Proposals will be invited within specific categories, which will be determined by the appropriate authority prior to the invitation for submissions.  It is proposed that four categories constitute the core areas of support of the Innovation Grant, with a fifth category remaining flexible.  The core areas of support are:

CORE AREAS OF SUPPORT: INNOVATION GRANT

	Core area of support
	Description
	Motivation

	Infrastructure enhancement
	Projects that seek to extend and improve existing infrastructure, with a view to maximizing the investment already made through MIG funds
	The MIG funding will enable infrastructure to be put in place for more effective service delivery and economic development.  Creative extension and enhancement of the base investment could result in exponential improvements in the quality of life offered to citizens within the locality

	Integrated service delivery infrastructure
	Projects that seek to provide physical, technological and human infrastructure for the integration of service delivery from national, provincial and local government
	Through municipalities and DPW integrated service delivery infrastructure is already funded, but this is largely small-scale and without effective operating models.  More innovative models that seek to provide one-stop facilities to citizens will greatly improve access to services, particularly in rural and under-served areas

	Local economic development
	Projects that seek to utilize innovative mechanisms to stimulate and sustain local economic development
	The investments made through the MIG will be maximized in areas where LED projects that are viable and will contribute to the growth of the municipal area can be supported. 

	Local institutional development and community participation
	Projects that seek to build the capacity of institutions, primarily municipalities but also other local structures, to function more effectively and in response to citizen needs
	Effective municipalities, in partnership with stronger community structures such as those facilitating LED, will enable greater success in infrastructure improvement and service delivery projects.  Greater community involvement in such programmes will also ensure a greater degree of success.

	Additional category


	
	


2.4 Selection criteria

Prior to each invitation for submission of proposals, the selection panel will convene to agree on the selection criteria for the year under review.  However, specific base criteria will be applied to all projects, as reflected below:

Projects that are selected will:

· Reflect an innovative concept that falls within one of the five core areas of support.

· Clearly links to one of the strategic outcomes / objectives of the municipality, as contained in the Integrated Development Plan.

· In the case of category 3: LED, reflect improvements in growth and economic opportunities within the target area.

· Demonstrate tangible outcomes within a three year period, that are of benefit to the citizens of the locality in which the project will be based.

· Make use of the skills of multiple partners within government, the private sector and communities, ensuring wide-spread ownership of the concept and commitment to its success.

· Demonstrate consideration for the sustainability of the initiative, beyond the immediate period of the grant.  

· Clearly reflect shared costs of the project, either through direct financial contributions of the municipality and other partners, or through commitment of physical and human resources.

2.5 Selection considerations

The panel will seek to award grants that reflect fair geographical distribution and that meet with the requirements of the both Urban Renewal Programme (URP) and the Integrated Sustainable Rural Development Programme (ISRDP).

2.6 Selection process

All proposals submitted will be reviewed by a technical team to determine that all the information required for detailed evaluation of the proposal has been supplied.  The technical team will afford municipalities a two week opportunity to respond to requests for further information or clarification of components of the proposal, after which time the process for soliciting additional information will close.  Technical specialists may be commissioned to review particular proposals, may recommendations on improvements to the proposed plans, and suggest acceptance or rejection.

The technical team will categorise proposals across the five categories and conduct detailed assessments of the feasibility of the proposed initiatives, against the detailed submission guidelines.

Based on this assessment, the technical team will make recommendations to the selection panel, for final approval.

2.7 Selection Panel

The selection panel will be appointed by the Minister for a period of two years, and will consist of respected professionals in the area of urban and rural development, infrastructure and institutional development, project management and innovation. 

The selection panel will consist of a range of professionals including:

· MECs for Local Government

· MIG Co-ordinator

· Development Financing specialist (DBSA)

· Innovation Specialist (CPSI)

· Programme Management Specialist (DBSA/IDC/IDT)

· SALGA representative

· Other professionals

3. Nature of grants and awards cycle

3.1 Nature of grants

The Innovation Grants will be awarded as follows:

	TYPE
	PERIOD
	VALUE
	CONDITIONS

	Once-off annual grant ‘Quick wins’
	One year
	Up to R5m
	· Non-renewable

· Project should be demonstrable quick-wins, with implementation periods of 3-4 months and outcomes within 10-12 months

	Multi-year grant (small-scale)
	Three years
	Up to R10m
	Renewable, application may be made in third year for increase of up to a maximum of additional two years, based on favourable external evaluation of success of project

	Multi-year grant (large-scale)
	Three years
	R10m – R20m
	Renewable, application may be made in third year for increase of up to a maximum of additional two years, based on favourable external evaluation of success of project


3.2 Awards cycle

Awards will be made for one or three year periods, subject to renewal in the cases reflected above.  Municipalities may make any number of applications within one year, and across successive years, and each application will be evaluated on its merit and within the overall considerations of equal distribution of resources.

4. Conditions of grant

[need to provide more detail on the nature of the grant and conditionality. This would be determined by the requirements of DPLG, according to the general MIG conditions]
5. Monitoring, evaluation and reporting

5.1 Project-specific monitoring and reporting

A specific monitoring and evaluation system will be established for the Innovation Grants, linked to the M&E provisions for the MIG.  Grant recipients will be required to report against indicators generic to the grant, and specific to the particular project under consideration, on a quarterly basis.

5.2 Innovation Grant evaluations

Evaluations across types of grant and within core areas of support will be commissioned by the Innovation Grant management structures directly.  Evaluations of specific multi-year projects may be commissioned, depending on need.

5.3 Innovation Grant reporting

The Innovation Grant management team will submit an annual report to the MITT reflecting:

· Number of proposals received

· Number of grants awarded

· Value of individual grants and total value granted

· Nature of projects selected across the core areas of support

· Geographical spread of recipients

· Progress to date on projects in implementation

· Number of projects completed and outcomes noted from these

· Recommendations on amendments to core areas of support, selection criteria and selection process.

6. Lesson-learning

The Innovation Grant will solicit specific pieces of work to document lessons learned on the various projects and to ensure that these are shared with other municipalities and stakeholders.  The case studies and project briefs will feed into the lesson-learning structures of the DPLG and SALGA.

7. Institutional Arrangements

The following institutional arrangements are proposed:







7.1 Department of Provincial and Local Government\

The DPLG will formally account for expenditure on the Innovation Grant, in terms of the requirements of the PFMA.

7.2 Innovation Grant Selection Panel

The Minister will appoint a selection panel, as described in Section 2.7.  The panel will receive recommendations from the technical teams, and make final selections, which will then be reported to the Minister.

7.3 Centre for Public Service Innovation

The Centre for Public Service Innovation is a section 21 company established by the Ministry of Public Service and Administration to facilitate and nurture innovation in the public sector.  The CPSI has experience in the solicitation and implementation of innovation projects, as well as in the design of integrated service delivery initiatives in particular.

The CPSI will serve as the implementing agency for the Innovation Grant, ensuring that the solicitation and selection process is run efficiently, and regular monitoring and evaluation undertaken.

8. Budget

The implementation costs for the Innovation Grant are estimated at approximately 4% of the total value of the Grant.  Costs for capturing learning on the projects, and reporting publicly on successful innovations are included in the budget.

	INNOVATION GRANT
	

	
	

	Proposed Budget
	

	
	

	Resource requirements
	

	Programme Manager
	R 503,541.00

	Finance Officer
	R 427,497.00

	M&E Officer
	R 427,497.00

	Consultancies (data-gathering, lesson-learning, reporting)
	R 1,250,000.00

	Marketing, publicity, publications
	R 700,000.00

	
	

	System design and maintenance
	

	Grant management system
	R 450,000.00

	M&E system
	R 300,000.00

	
	

	Selection process requirements
	

	Technical specialists
	R 1,200,000.00

	
	

	Sub-total
	R 5,258,535.00

	
	

	Administrative fee (@10%)
	R 525,853.50

	
	

	TOTAL
	R 5,784,388.50

	
	


DPLG


Accounting authority for the Innovation Grant funding





MITT


Feedback mechanism for stakeholder departments





CPSI


Implementing Agency


(manages the selection and technical panels, technical specialists, M&E and lesson-learning





IG Selection Panel


Ministerially appointed panel that conducts final project selection, and receives report-back on implementation
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