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2 WORKING PAPER SERIES NO. 20
PERSPECTIVES ON EASTERN CAPE INDUSTRIALISATION

FOREWORD
The ECSECC Working Paper Series was launched as a platform for publishing work 
in progress in areas broadly aligned with the strategic objectives of the Eastern 
Cape Socio-Economic Consultative Council. Contributions are invited from ECSECC 
stakeholder communities as well as independent researchers/writers who share an 
interest in ECSECC’s overarching objectives. 

Working paper 20, “Perspectives on Eastern Cape Industrialisation”, was written by 
Mr Mike Lewis, a senior researcher at ECSECC. This working paper is part of a body of 
work developed by ECSECC over many years on industrialisation in the Eastern Cape.  
ECSECC has authored and contributed to the crafting of economy development 
strategy and policy in the Eastern Cape for over 20 years, and work on re-industrialisation  
and industrial development has been a key part of this. This Working Paper reviews 
the provincial and national manufacturing industry and places this in a global context. 
The focus is on three industrial segments of particular relevance to Eastern Cape: 
advanced agriculture, transport equipment and non-automotive manufacturing. 

This paper has been written to feed into the current process of finalising a Provincial 
Economic Development Strategy for the province, led by the Department of Economic 
Development, Environmental Affairs and Tourism. 

Mr Andrew Murray
CEO, ECSECC
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ABBREVIATIONS
ANC African National Congress 
APDP Automotive Production  
 and Development  
 Programme 
ARC Agricultural Research  
 Council 
ASCCI Automotive Supply Chain  
 Competitiveness Initiative
BAIC Beijing Automobile  
 International Company
BEE Black Economic  
 Empowerment 
CSIR Council for Scientific and  
 Industrial Research 
DAFF Department of Agriculture,  
 Forestry and Fisheries 
DEDEAT Department of Economic  
 Development, Environmental  
 Affairs and Tourism
DMR Department of Mineral  
 Resources 
DRDLR Department of Rural  
 Development and Land  
 Reform
DST Department of Science and  
 Technology
DTI Department of Trade and  
 Industry 
EIAP Emerging Industries Action  
 Plan 
FAW First Automotive Works
GDP Gross Domestic Product 
ICT Information and  
 Communications  
 Technology 
IDC Industrial Development  
 Corporation 
IDZ Industrial Development  
 Zone
IPAP Industry Policy Action Plan 
Iscor Iron and Steel Corporation 
KARIN Karoo Research Initiative 

KZN Province of KwaZulu Natal 
MCEP Manufacturing  
 Competitiveness  
 Enhancement  
 Programme  
MEM-SA Mining Equipment  
 Manufacturers of South  
 Africa 
MRO Maintenance, Repair and  
 Overhaul
MVA Manufacturing Value  
 Added
NRCS National Regulator for  
 Compulsory Specifications 
NUMSA National Union of  
 Metalworkers of South  
 Africa 
OEMs Original Equipment  
 Manufacturers 
PEDS Provincial Economic  
 Development Strategy 
PGMs Platinum Group Metals 
QLFS Quarterly Labour Force  
 Survey 
R&D Research and Development 
SETAs Sector Education Training  
 Authorities 
SIC Standard Industrial  
 Classification 
SMEs Small and Medium  
 Enterprises
SOEs State Owned Enterprises
STEM Science, Technology,  
 Engineering and Maths 
SUVs Sport Utility Vehicles  
TCCP Textile and Clothing  
 Competitiveness  
 Programme 
UK United Kingdom 
CTLF Clothing, Textiles, Leather and  
 Footwear 
VC Value Chain 
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1. INTRODUCTION
This paper is divided into four parts. First there is a review of manufacturing industry 
in South Africa and Eastern Cape. Second, there is a glance at a few global issues that are 
expected to have future impact. Third, is a review of South African industrial policy (since  
1994), including the latest Industry Policy Action Plan (IPAP) 2016. Fourth, there is a brief  
review of three industrial segments of particular relevance to Eastern Cape industrialisation:  
advanced agriculture, transport equipment and non-automotive manufacturing.

The purpose of the paper is to assist thinking and discussions on industrial policy in 
relation to the Eastern Cape, and in particular to identify key issues for Eastern Cape 
industrialisation that require further investigation and action. Industrialisation efforts 
must surely be a key part of the Provincial Economic Development Strategy (PEDS).
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2. REVIEW OF
INDUSTRIALISATION

At the core of industrialisation is 
the development of technological 
capabilities1  that improve production 
processes and deliver new and better 
quality products. Since the industrial 
revolution two hundred years ago 
improvements in manufacturing 
technologies, from steam engines 
through to ICT hardware, raised 
productivity (value-added per worker) 
in manufacturing industry itself, and in 
energy production, mining, agriculture, 
transport, communications and other 
services. Improving technologies in the 
manufacture of capital and consumer 
goods are central to the prosperity of 
nations and regions. 

Industrialisation has always involved 
specialisation. Nations, regions and 
firms specialise in what they produce 
best. They develop their technological 
capabilities in specific lines of production  
so that they can stay ahead of the 

competition, and so survive and prosper. 
Along with specialisation goes trade, 
especially international trade. No nation 
can hope to be the best producer of 
all the goods and services it needs. 
Specialised export industries generate 
foreign exchange that can be used to 
buy the products of other nations. In 
South Africa’s case we export platinum 
and coal so that we can afford to import 
machinery and equipment that embody 
the most advanced global technologies.

Industrialisation remains the key 
to increasing national prosperity. 
Specifically, industrialisation grows 
the whole economy through increasing 
productivity; creating more jobs (with 
increasing wages); and generating 
foreign exchange so that stuff can 
be imported. The notion of economic 
development and increasing prosperity 
without industrialisation is wrong.

1. Including increasing scale economies and improvements to work organization.
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In recent decades the world has 
experienced “de-industrialisation”. 
De-industrialisation can be 
defined in different ways: a 
declining share of manufacturing 
value-added in GDP; declining 
share of manufacturing jobs 
in total employment; and an 
absolute decline in the number of 
manufacturing jobs. Explanations 
of de-industrialisation include the 
faster growth of manufacturing 
productivity compared to 
services, and increasing trade in 
manufactured goods as a result  
of globalisation.

Although Eastern Cape did not de-industrialise overall, there was partial de-
industrialisation of certain light industries (notably textiles and clothing, metal 
products and plastics, etc.).  In these industries plant closures and retrenchments have 
been a regular occurrence for many years.

Table 1: Manufacturing employment, 2003 to 2013
EC 2003 EC 2013 SA 2003 SA 2013

Manufacturing employment (000s) 125 163 1713 1667
Total employment (000s) 1078 1333 11959 14029
% manufacturing 11.6 12.2 14.3 11.9
Source: QLFS

THE STRUCTURE OF MANUFACTURING INDUSTRY:

Manufacturing industry is highly heterogeneous. There are many different ways of 
categorising manufacturing firms, such as by:

Product-type (the well-known ten SIC divisions)

Value chains and linkages (input-output analysis)

Broad economic categories: consumer goods, capital goods, intermediate goods

Labour and capital intensity: light industry and heavy industry

R&D/new technology intensity (distinguishing between foreign and South Africa new 
technology): advanced manufacturing

Energy/resource intensity

Export intensity: export industries

Skills intensity: low skill-intensive and high-skill intensive

Scale of enterprises: large (>500 jobs), medium (100 to 500 jobs) and small (<100).

Ownership: foreign, black/white, corporate, family-owned, co-operative, etc.

Location/Province

De-industrialisation began as an 
advanced economy syndrome: the 
share of manufacturing employment 
in the USA peaked in 1951; UK in 1961; 
and France in 1974. From the 1980s 
de-industrialisation spread to middle 
income countries: Mexico peaked in 
1980; South Africa in 1981; Brazil in 1986; 
and South Korea in 19892. Even China 
peaked in the last few years.

De-industrialisation at progressively 
lower levels of GDP per capita is referred 
to as premature de-industrialisation”3.  

According to QLFS data4 South Africa
de-industrialised in terms of 
manufacturing jobs over the last decade, 
but the Eastern Cape did not.

DE-INDUSTRIALISATION:

These ten different categorisations show the complexity of manufacturing 
industry. But at the risk of oversimplification, South Africa manufacturing industry 
can be divided into three parts, as shown in Table 2.

2. Rodrik (2015) 
3. Ibid
4. National and Provincial Labour market trends, 2003 to 2013
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The top three manufacturing SIC divisions in South Africa, in terms of employment 
numbers are: (1) Metals, metal products, machinery and equipment; (2) Food and 
beverages; and (3) Chemicals and plastics, etc. The two smallest SIC divisions are: (1) 
Electrical machinery and apparatus; and (2) Telecommunication, medical and optical 
equipment (electronics), etc.

The top three in Eastern Cape are: (1) Transport equipment (automotive); (2) Food  
and beverages; and (3) Metal products, machinery and equipment. The smallest sector 
is electronics.

The Eastern Cape has the fourth largest provincial manufacturing sector in South 
Africa (after Gauteng, Kwa Zulu Natal (KZN) and Western Cape).

Table 2: Summary of SA industry
Industries Labour intensity 

(and SA % of 
manufacturing jobs)5

% total
merchandise 
exports6 

Other characteristics and
development issues

Basic minerals 
processing

Steel
Aluminium
Chemical feedstocks;
Petrochemicals
Polymers

Low
(30%)

50% Heavy industry;
Backward linkages to mining;
Intermediate goods;
Monopoly pricing by ArcelorMittal and Sasol

Advanced
manufacturing

Transport equipment and components (auto, 
rail, aviation, marine)
Other equipment and components (mining 
equipment and defence equipment)
Power generation equipment (including 
storage & transmission: fuel cells, etc.);
Agricultural equipment (for irrigation, etc.)
Specialty chemicals

Medium
(30%)

Vehicles: 13%
Machinery and 
equipment: 9%

These are downstream mineral beneficiation 
industries (fabrication of metals and plastics, 
etc.)
Capital goods and intermediate goods 
(components)
DST focus
Public procurement focus
Need high-skilled labour (STEM)

Light industries Food and beverages
Agribusiness
Textiles, clothing and footwear
Wood products
White goods and other light industries

High
(40%)

Fresh and
processed
foods: 11%

Backward linkages to agriculture;
Consumer goods
Competition from cheap imports

Source: ECSECC 

5. McKinsey 2015
6. From SARS data
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McKinsey (2015) argues that South Africa could have an additional 340,000 manufacturing  
jobs by 20307.  They argue that most of these jobs could come from “advanced 
manufacturing”, which in South Africa includes automotive, machinery and chemicals. 
Advanced manufacturing does not compete on the basis of low wages, but needs 
skilled labour, new technology (either imported or South African) and a strong 
business environment.

McKinsey (2012) also argues that South Africa’s base cost structure is not a 
comparative advantage8 (in terms of the costs of electricity, water, industrial wages, 
transport and steel).

RE-INDUSTRIALISATION?

South Africa’s share of manufacturing value-added in GDP fell from 24% in 1990 
to about 13% now. This is a very low manufacturing share compared with other 
emerging economies that have engaged successfully in “active industrial policy”: 
18% MVA share in Mexico, 24% in Malaysia, 32% in China and 33% in Thailand. 

The basis for their optimism regarding 
re-industrialisation includes:

Access to growing markets in sub-
Saharan Africa

Technical strengths: particularly in 
engineering skills

Manufacturing exports have been 
growing faster than domestic sales 
since the 1990s. (Manufacturing
export ratio up from 15% in 1995 to 
33% currently.)9

The continued industrialisation of 
Eastern Cape is likely to be based on the 
expansion and diversification of the auto 
sector, the growth of labour-intensive 
agribusiness and agro-processing.

SHARE OF MANUFACTURING VALUE-ADDED IN GDP
IN EMERGING COUNTRIES

50%

40%

30%

20%

10%

0

South Africa Mexico Malaysia China Thailand

2003 2013 2013 2013 2013 2013

24%

13%
18%

24%

32% 33%

7. McKinsey 2015, page 39. They also discuss the good potential for job creation agricultural VC exports and services exports.
8. See McKinsey 2015, page 26
9. Martin, 2014, page 57
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3. SOME
FUTURE
TRENDS

In this section we take a brief look at 
four sets of issues that could impact on 
South Africa’s future industrialisation: 
technological change, African 
industrialisation, the role of China and 
active industrial policy.
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South Africa is already using robots in 
the automotive assembly industry, with 
approximately 30% of spot welding 
done by robots (including in Eastern 
Cape). Globally, robots are impacting the 
electronics assembly industry and the 
clothing and footwear industry. Here are 
examples from recent news reports:

“Foxconn replaces 60,000 factory 
workers with robots”11. Foxconn does 
assembly for Apple and Samsung in 
China)

“Robot factories could threaten jobs 
of millions of garment workers”12 (The 
jobs of nearly 90% of garment and 
footwear workers in Cambodia and 
Vietnam are at risk from automated 
assembly lines or “sewbots” according 
to a new report from ILO.)

Adidas is setting up a global network 
of robotic factories, closer to where 
customers are (“on-shoring”). 
Currently an Adidas shoe takes 18 
months to produce from idea to shelf. 
The aim is to reduce this to five hours, 
with customers able to customise their 
order in stores13

Robots seem poised to take over routine 
and repetitive work throughout the 
economy, not just manufacturing. Of 
course robots need to be designed, 
manufactured, installed, programmed, 
supervised and maintained, etc., but they 
tend to reduce employment.

Additive manufacturing (3D printing) 
potential is perhaps rather more
hyped. Limitations on additive 
manufacturing include:

High cost of mass production

Limited range of printable materials

Limitations on the size of components 
that can be printed

But 3D printing is good for prototypes 
and individual customised objects (such 
as hearing aids).

South Africa must be realistic about 
how it can benefit from this fourth 
industrial revolution. We must recognise 
that the South African R&D spend is 
an extremely small part of the global 
total. For example, just one German 
company (Siemens) has an R&D spend 
three times South Africa’s. Scarce R&D 
resources should be allocated to where 
they have the best chance of contributing 
to globally competitive capabilities of 
industrial firms. South Africa should 
build on existing strengths such as metal 
engineering, defence industries, mining 
equipment and synfuels.

South Africa also has some recent 
success stories that illustrate the sort of 
new niches that are possible, such as:

Airbus Optronics (formerly of Denel): 
specialises in the design, development 
and manufacture of electro-optical 
products for commercial and military 
markets

Cobham South Africa makes satellite 
communication antennae for Airbus

Most importantly, we must increase 
the supply of Science, Technology, 
Engineering and Maths (STEM) skills 
(professional, technical and artisanal).

TECHNOLOGY:
Many authorities (including the German Government and the Chairman of the 
World Economic Forum, Klaus Schwab) believe that the world is now starting a 
“Fourth Industrial Revolution”.10 Schwab (2016) has recently written:

McKinsey (2015) argues that South Africa could have an additional 340,000 
manufacturing jobs by 2030.  They argue that most of these jobs could come 
from “advanced manufacturing”, which in South Africa includes automotive, 
machinery and chemicals. Advanced manufacturing does not compete on the 
basis of low wages, but needs skilled labour, new technology (either imported or 
South African) and a strong business environment.

10. The first one was based on steam power (from late 18th century; the second one on electricity and the assembly line
 (from late 19th century; and the third one on computers (from the 1960s)
11. BBC, 25 May 2016. http://www.bbc.com/news/technology-36376966 
12. The Guardian newspaper, 16 July 2016.
 https://www.theguardian.com/sustainable-business/2016/jul/16/robot-factories-threaten-jobs-millions-garment-workers-south-east-asia-women 
13. Ibid.
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China’s role in the industrialisation 
of South Africa and Africa is rather 
ambiguous. On the one hand, cheap 
imports from China have helped 
de-industrialise South Africa’s light 
industries (such as clothing and 
footwear) and posed an existential threat 
to our steel industry. On the other hand, 
China has emerged as the leading new 
investor in South Africa and African 
manufacturing industry.

The current rebalancing of the Chinese 
economy is leading to more Chinese 
domestic consumption (and less 
exporting), higher wages (and possible 
off-shoring to Africa) and currency 
appreciation. However, less competition 
from Chinese producers is likely to be 
replaced by competition from other 
Asian producers.

Given South Africa’s relatively strong 
existing industrial base and our relatively 
developed infrastructure, we must aim 
to remain at the forefront of Africa’s 
industrialisation. Indeed, DTI has a 
programme devoted to this (“African 
Regional Industrial Development”).

In 2012 The World Bank published a 
useful report titled “Light Manufacturing 
in Africa” which examines how light 
manufacturing (including agribusiness) 
could be a possible driver of Africa’s 
structural transformation. The report 
draws on lessons from Asia for the 
industrialisation of Ethiopia, Tanzania 
and Zambia.

In fact Ethiopia is industrialising at a 
rapid pace14 (faster than SA), admittedly 
from a low base. Since 1998 Ethiopia 
has had ambitious programmes of 
agricultural modernisation, public 
infrastructure development and private 
sector industrialisation driven by an 
activist state. It has become one of the 
largest floriculture exporters in the world 
and has attracted FDI to become a major 
clothing exporter. Between 2003 and 
2013 Ethiopia’s average annual economic 
growth rate was 11%, and over the last 
two decades the country’s poverty rate 
has been halved.

The industrialisation and rapid economic 
growth of parts of sub-Saharan Africa 
could create export markets for South 
African advanced manufacturing 
firms and structural steel for Africa’s 
infrastructure and urban development.

AFRICAN
INDUSTRIALISATION: CHINA:

SOUTH AFRICA SHOULD BUILD ON EXISTING 
STRENGTHS SUCH AS METAL ENGINEERING, 
DEFENCE INDUSTRIES, MINING EQUIPMENT

AND SYNFUELS AS WELL AS INCREASING THE 
SUPPLY OF SCIENCE, TECHNOLOGY,

ENGINEERING AND MATHS (STEM) SKILLS.

14. See “Ethiopia quietly dispels Africa myths” by Nimrod Zalk, Business Day 27 January 2016.

Examples of Chinese investments in 
South Africa include:

FAW investment at Coega: R600 
million investment to assemble trucks 
from kits

R11 billion auto investment at Coega: 
Beijing Automobile International 
Corporation: will manufacture pick-
up trucks, SUVs and sedans for the 
African market; 2500 direct jobs. IDC is 
a partner

In October 2015 China pledged US$50 
billion towards industrialisation 
projects in South Africa and Africa. 
This is a very large amount of money, 
equivalent to several years of DTI’s 
total annual expenditure

Hebei Iron and Steel Group: steel plant 
in Limpopo costing US5 billion (IDC is 
also an investor)
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In fact South Africa’s own economic history before 1994 shows the importance of state 
intervention in driving and shaping industrial development:

The role of SOEs in building the “minerals-energy complex”: Eskom, Iscor, Sasol, 
Transnet, Telkom and IDC in particular

Import-substituting industrialisation behind high tariffs (the average industrial tariff 
in 1990 was 28%)15

State R&D support to key sectors through science councils (CSIR, Mintek, ARC, etc.)

State support for industrial skilling (particularly mining and engineering skills)

State support to the commercial farming sector

The industrial decentralisation policy, which brought new light industries to the 
Eastern Cape through grants and tax incentives

In view of global (as well as South 
Africa’s own) history of the state’s 
strategic role in industrialisation it is 
quite surprising that South Africa’s
post 1994 industrial policy has been
so “liberal”.

ACTIVE INDUSTRIAL POLICY:

Since the global financial crisis of 2008 
and ongoing economic stagnation 
thereafter there has been growing 
awareness that neoliberal economic 
policies have failed and the credit-fueled 
consumption and import-intensive 
growth model of the past is dead. There 
is now general agreement that strategic 
and effective interventions in the “real” 
industrial economy are essential to 
economic development. Lessons have 
been learned from the economic history 
of China and other East Asian countries 
over the last few decades and their 
successful industrial interventionism.

THERE IS NOW GENERAL AGREEMENT THAT 
STRATEGIC AND EFFECTIVE INTERVENTIONS 

IN THE “REAL” INDUSTRIAL ECONOMY ARE 
ESSENTIAL TO ECONOMIC DEVELOPMENT.

15. Zalk 2014, page 332
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4. REVIEW OF SOUTH
AFRICA INDUSTRIAL
POLICY SINCE 1994

Since 1994 the main thrust of South Africa industrial policy has been trade 
liberalisation and successful support of the automotive industry. The clothing industry 
has also been supported (to a much lesser extent), and there has also been some 
impact from using public sector procurement as an industrial policy tool (notably in 
rail and defense industries).

However, it is generally recognised that South Africa’s industrial policy and 
implementation since 1994 have been weak. This is implicit in the President’s Nine 
Point Plan (2015): all nine points relate to strengthening the industrialisation process.
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Of course the DTI is well aware of these weaknesses. Minister Rob Davies recently 
stated that “a massive national industrial effort” is required, and “This must be built 
on four main pillars:

Policy coherence and policy certainty across government

A close collaborative effort between government, business and labour

A commitment to ensure that the linkages between the primary and secondary 
productive sectors are maximised

A combined and constructive drive to overcome the key constraints to 
manufacturing-led, value-adding growth, with special emphasis on labour-intensive 
sectors such as agro-processing and clothing and textiles

We cannot underestimate the shift of direction this requires.”20 IPAP is leading in the right  
direction and has good ingredients, but the “massive shift” has barely started in practice. 

The direction and force of the implementation of South Africa’s future industrial policy 
will be very relevant to the Eastern Cape industrialisation process. The role of the 
provincial state and its agencies is to support the implementation of national industrial 
policy at provincial level.

SPECIFIC WEAKNESSES INCLUDE:
Trade liberalisation and the withdrawal 
of industrial decentralisation incentives 
decimated light industry in the Eastern 
Cape and elsewhere.16

Macroeconomic policy has not been 
conducive to industrialisation: in 
particular high interest rates and high 
exchange rate.17 It is only now (2016) 
that DTI is planning “exploratory” talks 
with the financial sector to improve 
industrial financing.18

Fiscal allocations to DTI and other key 
departments are relatively small: much 
smaller than for the social and security 
functions.

Incentives and grants are too complex, 
unstable and not well focused. Both 
Cramer and Sender (2015) and Ohno 
(2016) make this point. (See section 4 
below for more details)

Skills interventions have not addressed 
industrial skills requirements. In particular 
the SETAs have not delivered and the 
education and training system is not 
producing sufficient STEM graduates.

R&D efforts of DST and the science 
councils are unfocused and in some 
cases weakening (such as ARC). 
Inadequate support to the mining 
equipment industry, for example, is 
also detailed by David Kaplan (2012).

Infrastructure provision has many 
issues: such as electricity, port charges 
and telecommunications. Anton 
Eberhard has recently written a useful 
summary.19 (See Annexure 2.)

IPAP 2016/17-2018/19 is the eighth 
iteration of IPAP and contains six 
transversal focus areas and 13 sector 
focus areas (see Annexure 2 for a 
summary of IPAP 2016). While IPAP has 
improved over the years it seems that 
DTI human and budgetary resources 
are spread thinly and prioritisation is 
unclear. A higher impact IPAP is one of 
the key pillars of the President’s Nine-
Point Plan (2015). Many of the IPAP 
interventions are still at an exploratory 
planning stage. DTI is on a learning curve.

Public procurement (and in particular 
the National Industrial Participation 
Programme) has, and still is, being used  
as an industrial policy tool. But IPAP 2016  
indicates that more could be achieved.

Mining and minerals beneficiation are 
not yet playing their full developmental 
role. More attention has been given 
to chaning ownership than growing 
the sector. The crucial minerals 
beneficiation action plan has not yet 
been finalised (it is not on the web) and 
the Minerals and Petroleum Resources 
Development Amendment Bill (2013) 
has not been enacted. While there 
may have been recent progress on the 
developmental pricing of steel (due 
to the need for tariff protection of the 
steel industry from cheap Chinese 
imports), the issue of scrap metal 
exporting has not been resolved.

Agriculture remains well below 
potential. DAFF, DRDLR and the 
provincial departments tend to focus 
on emerging and subsistence farming 
and land reform rather than on growing 
labour-intensive and export-intensive 
agribusiness. However, the latest IPAP 
shows a promising re-orientation (see 
next section for details).

16. The average industrial tariff is down to about 8%; auto is 25% and clothing is up to 45%, and second-hand clothing duty is 60%.
17. Zalk 2016, for example, emphasizes this point
18. See IPAP 2016, page 48
19. “New leaders can find a path out of policy failure swamp”, Business Day 1st September 2016
20. IPAP 2016, page 1 (emphasis added)
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5. THREE KEY
INDUSTRIAL
SEGMENTS
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Following a paper done for ECSECC in 
201321, Cramer and Sender produced 
a working paper for DTI titled “Agro-
processing, wage employment and 
export revenue: opportunities for 
strategic intervention.”(November 2015). 
This paper subsequently informed 
the latest IPAP (2016) section on agro-
processing. The paper argues that 
“Export agribusiness (should be) the 
priority target of industrial policy” 
(emphasis added, page 5). Cramer and 
Sender state that:

“The technological sophistication, R&D, 
sophisticated packaging, temperature 
and disease control, and computerized 
logistics that go into producing a fresh 
orange ready for consumption in a 
foreign market outstrip the technology 
and manufacturing transformation 
required, say, to produce a carton of 
orange juice.”22 

 Ohno (2009) makes the same point:
“Many developing countries officially 
promote IT, bio-tech, nano-tech, and 
other high-tech sounding activities as 
a means to leapfrog to a higher level 
of income and technology. The extreme 
popularity of such a strategy among 
low and middle-income countries 
is surprising and even alarming. 
Operating machinery that embodies high 
technology is easy. But developing and 
commercializing such technology from 
scratch, which generates great value, 
is extremely difficult. This is possible 
only by a country at the summit of an 

industrial pyramid having large bases 
of R&D, human resource, production 
technology, and effective policy. Using 
Internet and creating a new generation 
of OS should not be confused.

Another common mistake is to identify 
the level of technology with the product. 
For example, it is said that computers 
and mobile phones are high-tech but 
jeans and frozen shrimp are low-tech. 
However, this view ignores the fact that 
electronic gadgets are produced in a 
long value chain that stretches from 
innovation in fundamental technology 
to product and software development, 
production of raw materials and key 
components, procurement of non-
key inputs, assembly, marketing and 
advertisement, sales, and post-sale 
services. Whatever the product, what 
developing countries are asked to do 
initially is to fill the lowest segment 
of such a value chain, namely, labor-
intensive assembly under foreign 
directives. In this sense, stitching jeans 
and putting electronic parts together are 
essentially the same type of industrial 
activity, requiring the same kind of 
workers and paying similar wages. In 
many cases, exporting farm products 
and seafood under strict hygienic 
standards of the EU, US and Japanese 
markets is far more “high-tech” than 
assembling computers, a task which can 
be done at any computer shop.23 (And 
IPAP identifies a South Africa-based PC 
manufacturing plant as an opportunity.)24

The industrialisation of agriculture has been underway since at least the original 
industrial revolution, in terms of farm mechanisation, and the application of science, 
technology and industrial organisation to increase the productivity of farming 
operations. The industrialisation of the sector will continue in the future with the 
increased application of “precision farming”, sensors and “agbots”, for example. 
Technologically-empowered agriculture is sometimes referred to as “advanced agriculture”.

ADVANCED AGRICULTURE:

CRAMER AND 
SENDER ARGUE
THAT THE RAPID 

RATE OF GROWTH 
OF HIGH-VALUE 

AGRICULTURE 
DERIVED EXPORTS 

WOULD MAKE 
A SUBSTANTIAL 
CONTRIBUTION 

TO ADDRESSING 
BOTH THE FOREIGN 

EXCHANGE 
CONSTRAINT ON 
SOUTH AFRICA’S 

GROWTH AND THE 
CHALLENGE OF 

UNEMPLOYMENT.

As regards the latter they argue, 
for example, that: “Deciduous fruit 

production requires some 300 times 
more permanent labour per hectare 

than maize production.”25

21. “Backward Capitalism in rural SA: prospects for accelerating accumulation in the Eastern Cape”
22. Cramer and Sender (2015), page 2
23. Ohno, 2009, page 9
24. IPAP 2016, page 157)
25. Cramer and Sender
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At our provincial level we note the 
following:

DRDAR focuses almost exclusively 
on the support of small-scale and 
subsistence farming. Support for large-
scale agribusiness is negligible, despite 
the existence of large-scale employers, 
such as the citrus and deciduous fruit 
industries and some employment-
intensive agro-processing industries 
(such as Dynamic Commodities at 
Coega IDZ)

The key constraint on the growth of 
agro-processing in Eastern Cape is the 
local supply of food and vegetables27

Wages set by centralised collective 
bargaining are less of a growth 
constraint than in other manufacturing 
segments, because in agro-processing 
wage bargaining is at plant level28

DRDAR has recently successfully 
facilitated deals between major agro-
processors and small-scale farmers. 
These deals include chicory (Nestle) 
and potatoes (McCain)

Their specific policy proposals include 
the following:

There should be more state investment 
in the support system for large-scale 
agriculture-derived exports and their 
smaller-scale suppliers

The Manufacturing Competitiveness 
Enhancement Programme (MCEP: 
DTI’s flagship incentive programme) 
should be redesigned to include export 
agribusiness

There should be far higher state 
investment in irrigation, transport 
infrastructure, agricultural R&D and 
phyto-sanitary capabilities

There should be a long-term surge 
in scientific tertiary education and 
training in agriculture field skills.

The decline of ARC should be reversed 
(and agribusiness-related research at 
CSIR)26 

Commercial diplomatic capabilities 
to support exporters should be 
strengthened and there should be 
subsidised export credit

Assurances on the stability of land-use 
rights should be given to employment-
intensive agribusiness exporters

26. Chinese grapefruits in Alfred Nzo District: ARC was an obstacle. Personal communication: Nandipha Bam, former CEO of the Alfred Nzo Development Agency
27. See Martin 2014, page 61
28. See Martin 2014, page 68
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In contrast to South Africa, the automotive industry completely dominates Eastern 
Cape manufacturing. With its four assemblers and 100 component manufacturers 
the automotive industry accounts for nearly a half of manufacturing industry 
employment including tyres, leather seats, batteries, etc. This high-tech (“advanced  
manufacturing”) industry is an asset for the Province’s future industrialisation.

TRANSPORT EQUIPMENT/
AUTOMOTIVE:

There is scope to increase the 
value addition and employment in 
auto-components, such as exhaust 
sets, engine parts, specialised sub-
assemblies, etc. Automotive component 
manufacturers could be more active in 
technology transfer, training of workers 
and engineers, strengthening supporting 
industries, R&D, etc. The question being, 
are we doing enough to support this?

Secondly, the capability to make and 
assemble automotive parts could be 
transferred without very much difficulty 
to parts for aircraft, rail equipment, 
mining equipment, agricultural 
machinery (such as tractors and 
irrigation equipment), and domestic 
appliances. Again, how could this sort of 
growth of component manufacturing be 
better encouraged?

Thirdly, we are now preparing for the 
post-APDP period, and it is relevant to 
quote Kenichi Ohno:

 “Automotive incentives must be 
linked to the quality of activities (value 
addition, technology transfer, training of 
workers and engineers, strengthening 

supporting industries, R&D, etc.), not the 
sheer volume of production. Exemption 
or reduction of corporate income tax 
should be provided on the firm’s actual 
profit stream instead of providing 
transferable import credits based just on 
declared production plans.”29

Fourthly, we note that the global auto-
catalyst industry is the largest consumer 
of platinum group metals (PGMs). 
South Africa beneficiates about 15% 
of its mined PGMs in the production 
of catalytic converters. The catalytic 
converter industry is also the largest 
consumer of locally produced stainless 
steel (chrome), accounting for about 40%  
of South Africa’s stainless steel production.

Catalytic converters are South Africa’s 
largest auto-component export and the 
industry has about 5,000 direct high-
wage jobs (mainly in the Eastern Cape). 
The South African industry has about 
10% global market share. 

Under the Mineral and Petroleum 
Resources Development Amendment Bill 
(2013) there is provision for the Minister 
of Mineral Resources to designate any 

mineral or mineral product for local 
beneficiation, at an agreed price (i.e. 
discount to global prices). The South 
Africa catalytic converter industry 
believes that it could capture half of the 
global market if discounted PGM and 
stainless steel prices could be secured. 
This is important for the Eastern Cape, 
which could increase the number of jobs by  
20,000 if this global share could be achieved.

However, instead of expanding, 
the South Africa catalytic converter 
industry is contracting, due to declining 
incentives under APDP. Strangely, 
IPAP 2016 does not mention catalytic 
converters (it instead focuses on the 
beneficiation of PGMs through fuel 
cells, a longer-term prospect) and 
discussions of minerals beneficiation 
omit reference to catalytic converters30  
(Turok, 2014), despite this industry being 
the main existing beneficiator of PGMs 
and chrome. Eastern Cape authorities 
need to understand why this industry 
is not being seriously considered for a 
“beneficiation incentive.”

The Eastern Cape industry is subject to the three global trends discussed in section 2 
above: technological change, African industrialisation and China’s role. In particular
we note:

Technological change, such as robotics, in the Eastern Cape auto industry

Eastern Cape’s strategic positioning with respect to auto exports to sub-Saharan 
Africa

China’s new investments in Eastern Cape auto industry (FAW and Beijing Automobile 
International Company, BAIC)

Here we focus on four issues relating to the auto industry as a decisive lever of 
Eastern Cape industrialisation: component deepening, auto diversification, incentives 
and catalytic converters.

29. See Ohno 2016, page 6
30. See, for example, Turok 2014
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NON-AUTOMOTIVE 
MANUFACTURING:

A survey of the segment was conducted 
in 201332. This survey of 25 firms in 
the Eastern Cape found that the main 
constraints on growth were (in order of 
importance): competition from cheap 
imports, transport costs, electricity costs 
and labour costs (including difficulties of 
firing workers).

Possible measures to address these 
constraints are:

Cheap imports: tariffs to offer 
protection against dumping

Transport costs: install gantries  
for container loading at East London 
harbour

Electricity costs: reduce municipal 
mark-up to support industrial 
employment

Labour costs: apply for exemption from 
collective bargaining arrangements 
(HiSense in Cape Town pays 40% 
of gazette wages of the Metal and 
Engineering Industries Bargaining 
Council, agreed to by NUMSA)

Parts of this industrial segment may have 
growth potential, particularly those that 
can overcome cost constraints, obtain 
scale economies and export into African 
markets. Our two coastal cities are well 
positioned for this. DTI has identified 
white goods as having potential and 
is implementing a White Goods Export 
Strategy.33 Employment-intensive export 
enterprises should be fast-tracked for
DTI support (MCEP, etc.).

The typical characteristics of enterprises 
in this segment are:

Severe and ongoing de-
industrialisation over the last 
twenty years (plant closures and 
retrenchments)

Severe competition from cheap imports

Uncompetitive cost structures: 
transport, electricity and wages

Use road transport

Labour-intensive light industry (low 
skill intensity)

Small and medium-scale enterprises 
(SMEs: less than 500 employees) and 
family-owned

Low export ratio

Limited government support (except 
clothing and footwear under DTI’s 
Clothing and Textiles Competitiveness 
Programme)

Established under the Apartheid era 
Industrial Decentralisation Policy (“We 
are here by historical accident”)31

DTI incentives sometimes not approved 
because of BEE non-compliance

This industrial segment is here 
defined to include enterprises that 
are unlinked to the dominant auto 
industry or local supplies of raw 
materials (such as agro-processing 
and wood products). The segment 
includes enterprises manufacturing 
clothing and footwear, metal and 
plastic products and assembled 
electrical and electronic goods.

THE CAPABILITY TO MAKE AND ASSEMBLE AUTOMOTIVE PARTS COULD 
BE TRANSFERRED WITHOUT VERY MUCH DIFFICULTY TO PARTS FOR 
AIRCRAFT, RAIL EQUIPMENT, MINING EQUIPMENT, AGRICULTURAL 
MACHINERY (SUCH AS TRACTORS AND IRRIGATION EQUIPMENT), AND 
DOMESTIC APPLIANCES.

31. Quote from Martin, page 55
32. See Martin 2014
33. See IPAP 2016, page 157
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6. CONCLUSIONS
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South Africa and Eastern Cape need a 
full-throttle industrialisation process, to 
earn foreign exchange and to retain and 
increase the number of industrial jobs.

However, we face strong “headwinds”, 
notably global economic stagnation 
and rising foreign competition (the 
steel industry for example); de-
industrialisation (see section 1 above); 
and weaknesses of South Africa’s 
industrial policy and implementation 
(see section 3 above). As Minister 
Davies has recently stated: “A massive 
national industrial effort is required…
and we cannot underestimate the shift of 
direction this requires.”

The industrialisation path of the Eastern 
Cape will be strongly influenced by how 
South Africa’s industrial policy shapes 
up in the coming years. Here there are 
grounds for optimism. There is a general 
recognition of our industrial policy 
weaknesses and (for example) DTI’s 
approach to agribusiness (including 
agro-processing) is becoming much 
more coherent.

The Eastern Cape has clear scope for 
industrialisation around agribusiness 
and the deepening and diversification 
of our dominant auto industry. The 
declining non-auto sector is more of 
a conundrum, but a large-scale white 
goods export industry (for example) 
could be achievable, if cost structures 
can be contained and suitable incentives 
fast-tracked.

Further work on industrialisation could include:

Detailed review of DTI interventions in Eastern Cape to identify gaps, etc. For 
example, DTI has established five sub-national clothing clusters with retailers, but 
none in the Eastern Cape.34 

Engagement with DST concerning provincial R&D focus areas

A study of manufacturers and SETAs to identify practical improvements

A closer look at the catalytic converter industry to explore possible expansion measures

Interrogation of the minerals beneficiation action plan (with DMR), Emerging 
Industries Action Plan, white goods export strategy, etc., and how they could be used 
to promote Eastern Cape industrialisation.

A detailed understanding of the 
application of industrial policy measures 
must surely be a critical ingredient of 
the Provincial Economic Development 
Strategy (PEDS).

SOUTH AFRICA AND EASTERN CAPE NEED 
A FULL-THROTTLE INDUSTRIALISATION 

PROCESS, TO EARN FOREIGN EXCHANGE
AND TO RETAIN AND INCREASE THE NUMBER

OF INDUSTRIAL JOBS.

34. IPAP 2016, page 22
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ANNEXURE 1:
INFRASTRUCTURE ISSUES: NEW LEADERS CAN FIND A PATH OUT OF POLICY FAILURE SWAMP

Anton Eberhard
Business Day, 1st September 2016

THERE are now so many instances in 
which the government is failing to make 
and implement sensible policy decisions 
around SA’s economic infrastructure, 
where good governance is being 
undermined and corruption is out of 
control, that the country’s prospects
for economic growth and development 
are bleak.

Any one instance of government 
dereliction is troubling, but the 
cumulative effect of multiple areas 
of insouciant neglect, or deliberate 
abuse, of our infrastructure industries 
indicates a government that has little 
understanding of the importance of 
energy, telecommunications, transport 
and water for economic growth, 
employment creation and poverty 
reduction. Or, perhaps, factions within 
the government and the governing party 
have ceased caring and are focused only 
on diverting contracts to the favoured 
few or to the party itself?

Here’s an incomplete catalogue of 
critical areas where the government 
is fatally complacent or where there 
are serious allegations of rent-seeking 
and corruption. Amendments to the 
Mineral and Petroleum Resources 
Development Bill, first published in 
2012, remain unresolved, creating 
uncertainty not only for mining 
investments, but also for exploration. 
Neither the departments of mineral 
resources nor energy show any urgency 
in clearing the regulatory, licensing 
and environmental impediments to 
onshore and offshore drilling that might 
prove economic gas resources that 
could transform our energy economy 
through a more sustainable energy mix, 
improved balance of payments and more 
employment opportunities.

One of the Central Energy Fund’s 
companies recently sold 10-million 
barrels of our oil reserves at below 
market prices without the permission 
of the energy minister or the Treasury. 
Insufficient funds are available for 
purchasing new strategic stocks. No one 
has yet been prosecuted.

Eskom is the largest of SA’s state-owned 
enterprises (SOEs), with annual revenue 
of R160bn. Its largest expenditure item 
is coal. Contrary to recent Eskom news 
statements, its long-term cost-plus 
contracts with tied coal mines were 
cheap. But these contracts are not 
being renewed and are being given to 
smaller, new mining entrants. That, in 
itself, is positive for empowerment, but 
little investment is being made in new 
mines. Eskom is openly defying the 
Treasury’s scrutiny of these contracts. 
The government has not acted on the 
recommendations of the Coal Road 
Map published in 2013. The risks of coal 
shortages and steep increases in coal 
and electricity prices are real.

There are also allegations of corruption 
in Eskom contracts for the refurbishment 
of Koeberg nuclear generators and the 
construction of new power stations, 
such as Ingula. Eskom tariffs have 
increased four-fold in a decade, mainly 
as a result of cost and time overruns 
on its new power plants. Restructuring 
recommendations in the energy policy 
white paper of 1998 have not been 
implemented and Eskom now frustrates 
the entry of cheaper private independent 
power projects through delayed and 
inflated transmission connection costs 
and by refusing to sign new power-
purchase agreements.

Government interventions in the 
telecommunications sector have been 
either misdirected or absent. Telkom was 
partially privatised while still enjoying 
a monopoly in fixed-line telephony 
and other services. The result was 
price gouging and the frustration of 
competition. Huge budgets dedicated 
to universal access were wasted as 
Telkom lost more phone connections than 
it gained.

Telkom’s control of the “last-mile” in 
copper and slowness in moving to 
fibreoptic cables and Broadband Infraco’s 
sclerotic performance, among other 
policy and regulatory failures, have 
resulted in South Africans having slower 
and more limited internet access than 
many of our African neighbours. South 
Africa has missed the deadline set by the 
International Telecommunications Union 
to migrate our television services from 
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analogue to digital signals by 2015,  
which would have freed up radio spectrum  
for broadband, but few in the government 
seem to care. There is no urgency. Instead,  
the fight seems to be about which 
companies will benefit from contracts.

While Transnet has produced reasonable 
financial results, it has come at a cost to 
the economy. Transnet is unique in being 
an integrated rail, ports and pipeline 
utility. Few other transport companies in 
the world enjoy such protected market 
share. Unsurprisingly, its ports, general 
rail freight and pipeline charges are way 
higher than international norms. It costs 
more for South African companies to 
export or import. Treasury studies and 
proposals for transport reform, dating to 
2007, gather dust.

Allegations of corruption in rail 
tenders abound. Shell companies, with 
no experience, have been awarded 
multibillion-rand tenders. It is alleged 
that some of this money went to the 
ANC. The transport minister has tried 
to close down investigations. Like the 
arms deal, these allegations will not go 
away. There will be court cases. In the 
meantime, the renewal of rolling stock 
and other infrastructure is delayed and 
is much more expensive than it should 
have been.

South African Airways lurches from 
crisis to crisis with naive and crude 
attempts to extract rent as it desperately 
seeks new funding. Its management has 
been decimated and whistle-blowers 
victimised. Yet the president blocks all 
attempts to replace its disastrous board.

And the future of water supply to the 
Johannesburg region is threatened 
by delays to the second phase of the 
Lesotho Highlands Water Project caused 
by political interventions seeking 
favoured access to contracts for party-
connected individuals.

None of the above incidents will be new 
to readers of this newspaper. However, 
the full catalogue of indifference or 
malfeasance reveals the extent to which 
the governance of key infrastructure 
ministries and SOEs has broken down. 
The boards and management openly 
defy the public enterprises ministry 
and the Treasury. This would have been 
inconceivable a few years ago.

None of the recommendations of the 
Presidential Review Committee on 
State-owned Entities, tabled in 2013, 
has been adopted. The one claimed 
recommendation - that the president 
chair a new State-Owned Companies Co-
ordinating Council - is a fiction and does 
not augur well given previous actions to 
undermine good governance in SOEs.

South Africa needs to enhance economic  
opportunities for black-owned companies,  
but rent-seeking attempts are a zero-
sum game that will destroy financial 
sustainability.

The president, his Cabinet and the ANC’s 
national executive committee have to 
take responsibility for this failure in 
governance and economic management. 
Either they have to demonstrate 
seriousness in growing our economy and 
employment or we have to conclude that 
their failure to make progress in obvious 
economic and infrastructure policy 
areas, or to speak up against blatant 
corruption, is a tacit acceptance of the 
inevitable decline of our infrastructure, 
our economy and, ultimately, of a once 
principled liberation movement.

It is entirely possible to make systematic 
and measurable progress across all these 
identified infrastructure areas. It would 
create a positive shift in investment flows 
and optimism in SA’s ability to deal with 
the challenges of unemployment, poverty 
and inequality. But that would require a 
renewal of political leadership.

Zalk, N., 2016. Ethiopia quietly dispels 
Africa myths. Business Day, 27 January.
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TRANSVERSAL FOCUS AREAS:

1. Public procurement
Focused on a number of key industrial 
sectors: rail rolling stock, bus fleets,  
transport infrastructure, automotive, 
clothing, textiles, leather and footwear, 
pharmaceuticals, renewable energy; 
advanced manufacturing, defence and 
ICT; building and construction materials; 
furniture.

Based on Preferential Procurement Act 
of 2011 and subsequent designations 
regarding local content.

Main issue is non-compliance of local 
content requirements and the need to 
upgrade supply chain practitioners.
Target is 75% local content. There is need 
for transversal contracts to aggregate 
procurement to get economies of 
scale, discounts and stronger supplier 
development programmes.

Key Action Programmes (KAPs):

Monitor expenditure and 
implementation of local content

Increase demand through “Buy Local” 
campaigns

Designation of further sectors for local 
procurement

National Industrial Participation 
Programme:
Outstanding obligations of R15.3 billion 
can be used to create partnerships 
around R&D/innovation and export 
market opportunities (access to global 
supply chains of OEMs).

There has been success in aerospace and 
defence industries.
KAPs:

Marine component manufacturing 
support programme

Support programme for local 
design and development of mobile 
applications

Defence component manufacturing 
support programme

Rail sector components manufacturing 
support programme

Aerospace Development programme 
(by supporting the integration into 
global supply chains. Success: satellite 
antennae supplied to both Boeing and 
Airbus by Cobham South Africa)

Aircraft maintenance, repair and 
overhaul (MRO services)

2. Industrial financing and incentives
KAPs:

Working with the private sector to 
deliver appropriate finance to the 
manufacturing sector (engagements to 
explore syndicated financing options, 
including export finance and insurance)

New sector specific packages (focus on 
rail, mining capital goods and agro-
processing)

Black industrialist incentive programme

Evaluation of selected incentive 
programmes

NB Eastern Cape has two beneficiaries 
under the black industrialist programme:

Lawrence Global Manufacturing in 
Nelson Mandela Bay: design and 
precision engineering components for 
Volkswagen and Mercedes-Benz, etc.

Jonas Gutu: hypodermic disposable 
syringes and needles: R75 million plant 
at Coega with potential for 300 jobs

3. Development Trade Policy
“Technical infrastructure framework” 
refers to all standardization, testing, 
metrology, accreditation, certification 
and conformity assessments (page 
50). There is a national network of 
entities including SABS, SA National 
Accreditation system (SANAS) and 
the National Regulator for compulsory 
specifications (NRCS).

KAP: It is necessary to realign technical 
infrastructure activities with all 13 IPAP 
sectors.

ANNEXURE 2:
SUMMARY OF IPAP 2016
IPAP 2016/17-2018/19 is the eighth iteration of IPAP and contains six transversal focus areas and 13 sector focus areas.
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4. SEZs and regional industrial clusters
SEZ Act (2014)
SEZs to have 15% corporate tax rate.
SEZ constraints are listed on page 61
Wild Coast SEZ is not mentioned.

KAPs:

Quarterly SEZ performance reports

Marketing and promotion of SEZs

Development of priority clusters: 
three are mentioned: Saldanha Bay 
oil and gas, Musina metallurgical, and 
Ekurhuleni fuel cell

Cluster development programme 
(a cost sharing grant capped at R10 
million)(Upgrade of industrial parks: 
Vulindlela and Queenindustria:  
R44 million)

5. African regional industrial 
development
KAPs:

Support development and roll-out of 
the SADC and AU industrial strategy 
and roadmap

Industrial policy research platform: 
African Industrial Research Network

Cross-border industrial projects (target 
is ten)

Strengthen industrial financing and 
incentives facilities

Facilitation of an African economic 
strategy for South Africa

6. Science, Technology and Innovation
KAPs:

Strengthen linkages between 
knowledge production, utilization, 
innovation and industrial growth

Large R&D programmes: titanium 
metal powder, fuel cell development 
and additive manufacturing

Develop Emerging Industries Action 
Plan (EIAP)

Develop a commercialisation 
framework

Harmonisation of innovation support 
programmes

SECTOR FOCUS AREAS:

1. Clothing, textiles, leather and 
footwear (CTLF)
Benefited from Textiles and Clothing 
Competitiveness Programme (TCCP 
2009: Production Incentive Programme 
and Competitive Improvement 
Programme: 5 subnational clusters 
involving retailers)
In 2012 PPPFA set a 100% local content 
requirement, but the sector has been 
subject to deindustrialisation (Figure 2 
on page 82).

KAPs:

TCCP impact monitoring

Reduce illegal imports

Beneficiation of local raw materials 
(mohair and ostrich leather)

Establishment of Centres of Leather 
and Footwear Entrpreneurship (Durban)

Communal Hides Commercialisation 
Pilot Project (KZN)

2. Automotives
APDP 2013 to 2000
High levels of investment by OEMs
East London is the Mercedes-Benz 
regional base for its new global truck and 
bus strategy.

KAP: Automotive Supply Chain 
Competitiveness Improvement Initiative 
(ASCCI): focus on South African polymer 
VC: polymer compounding for tier 1 and 
2 suppliers of plastic components.

3. Metal fabrication, capital and rail 
transport equipment
KAPs:

Respond to target of 75% local content 
across public sector

National Tooling Initiative (tool, die and 
mould)

National Foundry Technology Network
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4. Agro-processing
KAPs:

Systemic Alignment Programme (DTI, 
DAFF, DRDLR, etc.)

VC programme to unblock critical 
constraints (VC Round Tables and 
Agricultural Phakisa, etc.)

Niche opportunities programme

Critical Agro-processing infrastructure 
support programme

Agro-processing supplier development 
programme (Dragonheads: Large Lead 
Dynamic Players: page 98)

5. Forestry, timber, paper, pulp and 
furniture
KAPs:

Forestry Beneficiation Framework

Furniture competitiveness programme

Product development and market 
access for small-scale saw millers

Regional development programme in 
the forestry VC

6. Plastics, pharmaceuticals, chemicals 
and cosmetics
KAPs:

Plastic exporter development 
programme

Trade policy measures

Plastics innovation programme

Landfill plastic diversion programme

Pharmaceuticals industry development 
plan

Establishment of a pharma industry 
upgrading programme

Medical devices regulatory standards 
and certification

Chemical industry KAPs:

Improve access to key fertiliser inputs

Biochemical regional VCs

Chemical SEZ

Chemmisa

7. Gas-based industrialisation
KAP:

Development of a long-term 
strategic framework to leverage the 
opportunities presented by regional oil 
and gas resources

LNG: Floating storage and 
regasification unit

Karoo Research Initiative (KARIN)

8. Primary minerals beneficiation
Key projects: PGMs and fuel cells, steel 
and resource-linked capital goods
Key constraints: page 132.

KAPs:

Stabilisation of the iron ore/steel VC 
(tariff adjustments, steel pricing, scrap 
metals

Fuel cell industry development (NB no 
mention of catalytic converters)

Stimulation and expansion of the 
capital goods sector through a new 
industry forum: Mining Equipment 
Manufacturers of SA (MEM-SA). Next 
generation mining systems

 
9. Green industries
KAPs:

Industrialisation through IPPP (more 
local content)

Research on moving to a low-carbon 
development path

Electric vehicle project

Green skills

10. Business Process Services
Legal process outsourcing in Mthatha
KAPs:

Implementation of the Business 
Process Service incentive

Talent development for the Business 
Process Service  sector

11. Ship/boatbuilding
KAPs:

Localisation programme

Marine manufacturing components 
accreditation framework

Marine manufacturing development 
plan (NB involves DEDEAT)

Strategic marketing campaign

12. Advance manufacturing: Aerospace 
and defence
KAPs:

Development of an aerospace industrial 
development strategy

Aerospace and defense industry 
manufacturing cluster

13. Electro-technical industries
KAPs:

Implementation of the White Goods 
Export Strategy (fridges and electric 
stoves) NB South Africa does 
not produce washing machines, 
microwaves, gas stoves, air 
conditioners or compressors

Action plan for the establishment of a 
compressor manufacturing industry
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Table 8 - Employment in the 
manufacturing industry, 2011 and 
2014 Type of manufacturing

Male employees Female employees Total employees 

2011 2014 Annualised
% change 

2011 2014 Annualised
% change 

2011 2014 Annualised
% change 

Division 30 - Food products and 
beverages 

147 608 155 422 1,7 79 233 75 898 -1,4 226 841 231 320 0,7 

Division 31 - Textiles, clothing, 
leather and footwear 

45 524 32 470 -10,7 81 763 79 544 -0,9 127 287 112 014 -4,2 

Division 32 - Wood, wood 
products, paper, publishing and 
printing 

90 068 97 147 2,6 48 454 46 167 -1,6 138 522 143 314 1,1 

Division 33 - Coke, petroleum, 
chemical products, rubber and 
plastic 

119 974 120 545 0,2 52 001 53 060 0,7 171 975 173 605 0,3 

Division 34 - Glass and other 
non-metallic mineral products 

45 579 56 338 7,3 17 770 14 167 -7,3 63 349 70 505 3,6 

Division 35 - Metals, metal 
products, machinery and 
equipment 

253 249 214 221 -5,4 54 948 42 877 -7,9 308 197 257 098 -5,9 

Division 36 - Electrical machinery 
and apparatus 

36 393 28 791 -7,5 13 535 13 576 0,1 49 928 42 367 -5,3 

Division 37 - Telecommunication, 
medical and optical equipment 
and watches and clocks 

10 209 8 953 -4,3 6 755 5 085 -9,0 16 964 14 038 -6,1 

Division 38 - Transport equipment 96 638 76 672 -7,4 24 100 22 839 -1,8 120 738 99 511 -6,2 
Division 39 - Furniture, other 
manufacturing and recycling 

55 788 50 854 -3,0 24 987 18 934 -8,8 80 775 69 788 -4,8 

Total 901 030 841 413 -2,3 403 546 372 147 -2,7 1 304 576 1 213 560 -2,4 

ANNEXURE 3:
EMPLOYMENT IN THE SA MANUFACTURING INDUSTRY, 2011 AND 2014
FROM STATSSA P3002 NOVEMBER 2015, PAGE 13
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