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Introduction 
 
This article seeks to explain the unevenness of demand for skills between differing 
sectors of the South African economy. The analysis privileges a segmented labour 
market approach as the best means of explaining the ‘sector-skills’ relationship. This 
is because labour markets play a crucial role, firstly, in establishing the institutional 
linkages between economic sectors and education and training providers, and 
secondly, because segmented labour markets play the leading role in meeting the 
differentiated demand for skills across divergent sectors of the national economy.  
 
This article deploys and extends the approach of the ‘Cambridge Labour Market 
School’ which focuses on the concepts ‘internal’, ‘occupational’ and ‘external' labour 
markets1. This adaptation of segmented labour market theory arose out of a 
frustration with the dominant accounts on ‘skills formation’ in the international 
literature2.  A fourfold criticism of this literature is put forward. The first problem has 
to do with the ‘homogenizing’ assumptions in the international literature of an all-
pervasive shift of sectors towards the knowledge society and high performance 
production regimes. This characterisation of economic change has failed to take note 
of the high levels of unevenness between and within sectors. This homogeneity 
masks important variations in the transition to the so-called new economy. Some 
sectors achieve dramatic advances towards high-tech, high-skill, high-performance 
production systems, while others remain relatively unchanged by the onslaught of 
globalisation. 
 
The second problem with the international literature has to do with the usage made 
of segmented labour market categories by skill formation theorists. Although many 
accounts of skill formation systems place an emphasis on labour markets in the 
evolution of distinctive pathways to capitalist development, they tend to 
simplistically associate certain national economy ideal-types with certain labour 
market ideal-types. Few advances in segmented labour market theory have been 
made to rescue it from this flawed application. For example, the ‘varieties of 
capitalism’ school, who view ‘skills regimes’ as a key institutional co-determinant in 
the evolution of distinctive capitalist systems, articulates two distinctive pathways 
toward contemporary capitalism – the one being the Anglo-Saxon ‘liberal market 
economy’ and the other the continental European ‘coordinated market economy’ 
(Hall and Soskice, 2001; Coriat and Weinstein, 2004).  
 
Similarly, the British high-skills literature distinguishes between two ideal types of 
production regime: an institutional framework based on a ‘low-skills equilibrium’ and 
one based on a ‘high-skills equilibrium’. A ‘low-skills equilibrium’ is an economic 
system characterised by low-cost, low-skills and standardised production (Ashton 
and Green, 1996; Brown et al, 2001). These ideal-type constructions in both 
literatures are founded on distinct labour market structures. For example, in their 
analysis of the differing developmental routes of three high-skill societies – 
Germany, Britain and Singapore – Ashton, Green and Brown et al conclude that a 
major determinant of national variance between these three countries is labour 
market structure: a very structured ‘external’ labour market in the case of Germany, 
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‘flexible’ labour markets in the case of Britain, and a ‘state-guided’ labour market 
system in the case of Singapore. The fact that multiple labour market structures and 
highly variegated sector-based production regimes coexist in these national 
economies, is not discussed. 
 
A third problem has to do with segmented labour market theory itself, its failure to 
adequately take account of the rise of ‘flexible’ labour markets in the 1980s and 
1990s. Significant changes were triggered in the structuring of external labour 
markets, the most important of which has been a shift in the locus of work 
organisation from a ‘permanent and stable collections of jobs to individualised, 
flexible employment defined by human capital portfolios’ (Carnoy, Castells and 
Benner (2001, p. 27). This shift away from the standard form of contracting which 
guaranteed secure, long-term employment in internal labour markets has resulted in 
a far higher level of labour market flux and mobility, with individual "flexible" 
workers moving between workplaces filling particular positions on demand. Many of 
these high-end flexible workers choose the self-employment route.  
 
A further criticism of traditional segmented labour market theory is its neglect of the 
intellectual contribution of evolutionary economics and its emphasis on enterprise-
based learning, the development of tacit knowledge and the harnessing of a firm’s 
dynamic capabilities3. It is not only intra-firm capabilities that are significant. Equally 
important are the backward and forward linkages between lead firms and their 
suppliers. These inter-firm linkages, forged through networks and cluster 
arrangements, act to transfer tacit knowledge between firms which then fuel new 
product and process development. All of these activities have the effect of extending 
the boundaries of the internal labour market beyond the ambit of the single firm 
along the value chain to include all activities that develop the dynamic capabilities of 
firms. These inter-firm activities which enhance internal learning in individual firms 
comprise the ‘extended’ internal labour market.4  
 
In an attempt to overcome these limits and reassert the usefulness of a segmented 
labour market perspective in explaining the unevenness of demand for skill in the 
South African economy, a six-part segmentation of the South Afircan labour market 
is now introduced. Detailed sectoral case studies from the South African economy 
are used to populate and operationalise the six-part segmentation model5. Having 
achieved this, the analysis concludes by considering the implications of this 
segmentation argument for the existing body of academic work on skills formation 
and globalisation.  
 
 
 

A six-part segmentation of the South African labour 
market 
The six-part segmentation model is constructed around the adoption of three 
powerful ‘dualisms’ which act to shape and differentiate labour markets in most 
capitalist economies. These are:  
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A dualism of production regime between: 
 

 On the one hand,  low-value-adding production regimes characterised by 
competition established on the basis of mass-produced, standardised 
products based on the lowest price and made for local markets sheltered 
from external competition; and 

 

 On the other, high value-adding production regimes characterised by world 
class manufacturing techniques based on high quality product differentiation 
and brand variation, with competition located in premium quality export 
markets. Product differentiation entails highly customised manufacturing, for 
example, production for specific niche suppliers producing goods and services 
of high quality.  

 

 A dualism between state and market regulation of the labour market. Of 
great significance here is the existence of two state-sponsored segments: the 
‘state guided external labour market’ illustrated by Segment One in Figure 1 
(see overleaf) and the ‘state-sponsored low-skills development strategy’ 
located in Segment Six in Figure 1. The latter segment is of course very 
significant in developing country contexts such as South Africa which is faced 
with large-scale unemployment.  

 

 And finally a dualism between ‘internal’ and ‘external’ forms of labour 
market construction as theorised by the Cambridge school. These two labour 
market structures are presented as opposite nodes on the Y–axis in Figure 1.  
Segments 3 and 4 comprise different nodes of the internal labour market and 
Segments 1, 2, 5 and 6 comprise distinct segments of the external labour 
market.  

 
As indicated earlier, there are two important amendments to segmented labour 
market theory in the current period, the first being the transition to more flexible 
forms of employment governed through the external labour market.  Segment Two 
represents the top-end of jobs incorporated within this flexible type of external 
labour market and Segment Five incorporates all bottom-end ‘flexible’ jobs.  
 
The top-end of the flexible labour market is defined by the fact that beneficiaries 
within it obtain the necessary education and training qualifications prior to obtaining 
high-level jobs – that is, independently of any employer interest in their skills 
portfolio or state support through scholarships and bursaries. They have acquired 
educational qualifications privately prior to obtaining company jobs. These 
employees have a class-privileged access to higher education, which enables them to 
afford their own education and training.  
 
However, modes of working in these professions have changed dramatically over the 
past two decades. With the decline of vertically integrated corporations and the 
advances made with digital technology, many professional services do not need to 
be housed within large companies, but can be outsourced to highly-skilled yet small 
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specialist consulting firms. These activities include ICT, financial, engineering, legal, 
advertising and marketing consulting services. The growth in these high-tech small 
firms has been made easier by the mobility provided by digital technology which 
allows for instantaneous connections between small firms and large client.  
 
The flexible labour market does not present as cosy a picture for young people from 
less privileged backgrounds. Their choices are less ‘flexible’ and ‘free’. With the shift 
to services and the increasing automation in both manufacturing and services, many 
of the new jobs are positioned in the low to intermediate skill segment – with job 
descriptions that demand very little in terms of hard skill. The bulk of new jobs in the 
services sector are indeed in this segment and require minimal post-school 
education and training. A vast literature has grown on the demand for ‘soft skills’ in 
this segment – the need for certain types of personal attributes which better 
socialise young people into these new service-oriented roles. Qualities such as good 
inter-personal and communication skills are now emphasised, as well as the ability to 
solve problems and work in teams (Carnoy et al, 1997).  
 
The second amendment to the early Cambridge segmented labour market theory is 
the need for an ‘extended’ conception of the internal labour market which captures 
those dynamics of inter-firm cooperation that lead to the enhancement of a firm’s 
innovation capabilities. Mason (2004) is helpful here. He examines the co-existence 
of both high and low value-adding production sectors in the United Kingdom. At the 
heart of this division is the role played by ‘product strategy’. Product strategies 
comprise the choices made by enterprises about product or service differentiation 
within particular markets. Key product strategy variables include: production 
volumes and product complexity; the extent to which competitive success depends 
on price; the extent to which the establishment competes in a ‘premium quality’ 
product market as compared to a ‘standard or basic quality’ product market; the 
extent to which the establishment provides ‘a demonstrably better quality product 
or service than similar or competitor establishments’; and the extent to which the 
establishment ‘tends to lead the way’ in the development of new products, materials 
or techniques’ (Mason, 2004, p. 15).  
 
Contrary to much of the literature on the global ‘knowledge’ economy, Mason 
argues that in the United Kingdom context, many low-skill, low-wage industries 
remain viable and profitable even in the era of the knowledge economy where 
competition is increasingly based on knowledge intensity, high quality manufacture 
and product differentiation. This is because these low-skill industries operate within 
local or national markets where demands for basic-quality standardised goods and 
services remain strong. This market environment allows for profitability based upon 
product strategies that are low-skill and low value-adding (Mason, 2004, p. 3). 
Mason’s low-skill, low-wage industries are represented in Segment Four which 
comprises the internal labour market of all low value-adding sectors and Segment 
Three is the converse – the internal labour market of high value-adding sectors.  
 
All of these ‘rules of combination’ produce a six part segmentation which is neatly 
captured in Figure 1. This six-part segmentation is a highly abstracted ‘ideal-type’ 
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representation. In reality, these labour market segments overlap and operate 
simultaneously to a greater or lesser extent in each sector. Each represent a 
different mode of allocating skills and human capital, and even though a particular 
sector or sub-sector of the economy can be described as exhibiting features of one 
labour market form –  for example, high levels of enterprise-based training which is 
characteristic of internal labour markets –  it is also likely that other labour market 
practices will exist in that sector, although to a less significant degree (for example, 
the recruitment of professionals from the external labour market).  
 
The next section assigns economic sectors in the South African economy to this six-
part segmentation model. This allocation is determined by: 
 

1. The primary features of the sectoral production regime itself – the extent to 
which value creation in the sector is dependent on the external inputs of high 
science (as would be the case in nuclear energy and aerospace, two South 
African sectors examined in the next section), or whether it is based 
endogenously on the dynamic capabilities of firms themselves and the 
incremental gains they make in moving up the value chain (as in the ‘auto’ 
sector which is examined in the next section).  

2. The extent to which the sector has attained world class manufacturing status 
and is competitive on global markets.  

3. The extent to which the development and acquisition of human capital in the 
sector is primarily dependent on the actions of the state, the private sector, 
and/or the ‘flexible choices’ of individuals.   

4. The extent to which internal or external labour market mechanisms 
determine the allocation of human capital in that sector.   
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The next section will draw data from seven sectors, sub-sectors and industrial niche 
areas of the South African economy. There are obviously more than seven sectors in 
the South African economy, but this limited coverage of sectors is adopted simply 
because of space constraints. The coverage, therefore, does not provide a 
comprehensive overview of the ‘sectors-skills’ interaction across the entire South 
African economy. It does, however, provide insight into the main trends of key 
sectors which have been prioritised in government’s key economic and industrial 
policies.  
 

SEGMENT ONE: The State-guided external labour 
market 
This segment is structured primarily through the developmental actions of the state 
and its various industrial, science, technology, education and training policies and 
agencies. Most important of all are the links the state has structured between the 
innovation and education systems and certain high-tech, high-skill sectors of the 
economy. The state has chosen a developmental path which targets these sectors 
for renewed growth and government assistance – assistance which would not be 
forthcoming if key decisions in these sectors were left to market forces operating on 
their own. South African sectors falling within this category include ‘aerospace’ and 
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‘nuclear energy’. The evolution of these sectors and their dependence on state 
support will be briefly reviewed.  
 

Aerospace 
The South African aerospace industry is largely public-sector owned. The main public 
sector players include Armscor and Denel. Private sector companies include Aerosud, 
African Defence Systems (ADS), Advanced Technologies and Engineering (ATE) and 
Grintek. The Council for Scientific and Industrial Research (CSIR) – a public sector 
research council – is also involved in the aerospace sector through Defencetek, 
which is a simulation, design, testing and evaluation facility for aircraft and air 
weapons. It also provides advice and technology support for radar, artificial 
intelligence products, electronic systems engineering, and navigation systems 
technology. 
 
Kraemer-Mbula (2009) argues that the aerospace sector is considered one of the 
most advanced manufacturing sectors globally. This is because it often functions as 
an incubator of new technologies, which once they have fully evolved in aerospace, 
spill over into other sectors. Aerospace is also an important absorber of 
technological inputs from other adjacent sectors such as telecommunications, 
automobiles, machinery and tooling. It therefore plays a crucial role in advancing 
technological upskilling across the entire economy (Kraemer-Mbula, 2009). 
The sector is also distinctive in that it functions as a single global value chain with 
global leaders focusing increasingly on core business activities such as aircraft 
design, systems integration and sales and marketing, whilst lower tier manufacturing 
has been outsourced to various developing countries. These economies face tough 
demands to continuously upgrade their skills base and technological capabilities 
because of the strict quality standards of the global value chain in which they 
participate. Kraemer-Mbula (2009) maintains that the supplier base of the South 
African aerospace sector suffers a dire lack of skills and design capabilities which 
constrain it from keeping up with the rapid advances in aerospace products globally. 
As a consequence, it is seeking to form strategic alliances with other developing 
economy players in the global industry. One such alliance between South Africa, 
India and Brazil is planning to cultivate complementary niche capabilities in civilian 
aerospace.  
 
Some of the potential that the emergent South African aerospace industry has to 
offer is reflected in partnerships forged with the world’s leading aerospace 
manufacturers, and more specifically, the Airbus A400 manufacturing programme. 
The contract to manufacture the A400M was signed in 2003, between Airbus 
Military and an international consortium representing Belgium, France, Germany, 
Luxembourg, Spain, Turkey, and the United Kingdom. South Africa is one of only two 
extra-European partner countries in the A400M programme, the other being 
Malaysia.  
 
The multi-national A400M programme is considered as the most significant single 
contract for the South African aerospace industry and one of the most important 
aviation programmes currently under way in the world. Denel and Aerosud supply 
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the A400M programme with a range of components including wing tips, wing-to-
fuselage fairings, centre top shells, composite cargo holds, nose fuselage linings, and 
other composite and metallic airframe components (Kraemer-Mbula, 2009). 
Furthermore, both companies will repair equipment during the programme’s life 
span, and are expected to compete for the provision of aircraft maintenance and 
training services. The aircraft will be finally assembled in Seville, Spain. It is estimated 
that the A400M programme will add R859 million to South Africa’s gross domestic 
product each year for the next 15 years (Business Day, 27 June 2008).  
 
These developments lead Kraemer-Mbula to conclude that South Africa’s aerospace 
industry is well positioned to continue functioning as a high-quality domestic 
supplier and at competitive prices. The potential spill-over effects into other 
manufacturing sectors such as tooling and composite materials are significant.  
 

Dependency on high-technology and high skills 
It is clear that this high-tech sector is strongly reliant on two inputs: large-scale state 
support and science-based inputs from universities. The production of high-skills, 
and in particular, a ready supply of aeronautic and other engineers, is a key 
component of this state support. Kraemer Mbula reports that out of a higher 
education cohort of 4 348 engineering graduates in 2004, only 16 were qualified in 
aeronautical engineering. This poses a huge problem for Denel and the other 
companies operating in the sector. 
 
To meet some of these high-skill demands, Denel plays a very active part in the 
training of its skilled workforce. The Denel Centre for Learning and Development is 
the largest public sector skills development programme in Africa for the aerospace 
and defence industry. Denel and other South African aerospace companies also 
regularly send high-skill employees outside the company for formal training, often to 
the global head offices of the first tier companies involved in South Africa’s various 
international aerospace partnerships. Maintaining this high-science base is a major 
obligation of the sector if it wants to remain globally competitive.  

 

Nuclear Energy 
Nuclear energy is a second industrial niche area promoted and supported by the 
South African state. Lorentzen and Peterson (2009) report that South Africa is one of 
30 countries worldwide making use of nuclear power. South Africa has a small 
nuclear industry, having built only one nuclear power station in the mid-1980s at 
Koeberg in the Western Cape which supplies about six (6) per cent of total electricity 
to the country.  
 
Nuclear power, historically, has been a controversial energy source, especially during 
the 1990s, both because of the risk of rogue states gaining access to the technology, 
but also because of the risk of nuclear accidents. In fact, a key part of South Africa’s 
transition from apartheid to democracy was the decommissioning of its nuclear 
weapons capabilities. Ironically, almost a decade later, there has been a dramatic 
turnaround with regard to nuclear energy policy, both in South Africa and globally. 
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This is due in large part to the current energy crisis facing the globe, including 
rocketing oil prices, the non-sustainability of fossil fuel sources and the increasing 
environmental damage due to high fossil fuel consumption and subsequent 
pollution. 
 
South Africa’s new policy on nuclear energy supports nuclear power much more 
explicitly. It provides for an ambitious programme encompassing the entire nuclear 
fuel cycle. This involves the re-activation of conversion, enrichment, fuel fabrication, 
and reprocessing of used fuel, all in support of the goal of energy security. It also 
calls for an increase in the local beneficiation of uranium ore concentrates, whether 
for local use or for export (Lorentzen and Peterson, 2009).  
 
The Pebble Bed Modular Reactor (PBMR) is the most ambitious of government’s new 
science-oriented industrial projects. It is based on a German design, the rights of 
which Eskom (the state-owned electricity supplier) bought in the 1990s. These high-
temperature reactors are small, with reported advantages in terms of high thermal 
efficiency, greater load flexibility with rapid change in power settings, on-line 
refueling of expended pebbles, and modest construction and competitive generating 
costs. The South African government has allocated substantial funding to the PBMR 
since 2004. It aims to produce 4-5 000MW of power from PBMRs in the long run 
which translates into a total demand of some 20-30 reactors. Eskom also hopes to 
export up to 20 PBMR units per year (Lorentzen and Peterson, 2009).  
 
Eskom has proposed the formation of a nuclear training academy at Koeberg. The 
academy will be set up in partnership with multinational companies that win the bid 
to participate in the nuclear build programme. Again, the logic behind the Academy 
is the need to ensure a continuous flow of scientific expertise to the sector. 
 

Labour market and skills regime 
The aerospace and nuclear energy industries share certain commonalities. For 
example, they were both part of the Apartheid military-industrial complex and were 
down-scaled at the start of the democratic dispensation in 1994. Currently, as small 
industrial niche areas, they make insignificant contributions to the country’s gross 
domestic product (GDP). However, in the policy turnaround which has taken place in 
the past few years, these areas now occupy the centre stage of government-
sponsored science initiatives at the high skills level. These are initiatives which 
government views as having the potential, in the long-run, to make significant 
contributions to growth and development.  
 
Apart from the dependency on state support, each of these niche areas are also 
highly dependent on science-based inputs from universities and international 
partnerships if they are to grow into fully-fledged industries. These inputs include 
research and development (R&D) activities attained through university-industry 
linkages and global partnerships with foreign governments and multinational 
corporations. The success of all these high-skill, science-based initiatives will require 
the production of a sufficient cadre of highly-skilled personnel in specialist fields 
such as nuclear-physics and aeronautical engineering.  
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All of these factors require that the state support, coordinate and regulate the 
various inputs required by these sectors. The market mechanism and private sector 
role-players do not have an equivalent interest or obligation to contribute. The state 
must also forge strong cooperative linkages between the universities, the science 
councils and the state-owned enterprises – all key role players in these state-guided 
initiatives. It must also forge strong partnerships with multinational corporations and 
developed countries in the various global value chains that dominate these high-
science sectors. 
 
The labour market segment serving the skill needs of these sectors has acquired 
distinctive features which make it quite different from the more orthodox ‘external 
labour market’. It is clearly a labour market segment where the state, institutionally, 
has to ensure that adequate supplies of high-tech knowledge and high-skill 
personnel are channelled through to these sectors in appropriate quantities.  
 

SEGMENTS TWO AND FIVE: The ‘flexible’ external 
labour market  
Labour market dynamics in the top- and bottom-end segments of the flexible labour 
market will now be investigated in relation to two important components of the 
services industry in South Africa: the creative industries and tourism.  
 

Segment Two: Top-end jobs in the South African film 
industry 
The case of the creative industries provides interesting evidence of some of the 
changing modes of high-skill work described above. The creative industries comprise 
several diverse sub-sectors. On the one hand, sub-sectors such as film and the 
formalised components of music and the performing and visual arts all comprise 
highly skilled jobs requiring higher education qualifications and additional practical 
training. On the other hand, a large component of the craft sub-sector falls more 
comfortably within the informal economy. 
 
Joffe and Newton (2009) define the nature of work in the creative industries as 
comprising a set of knowledge-based economic activities making intensive use of 
creativity as the primary input to produce marketable value-added products and 
services. The outputs from the sector are tangible products or intangible services 
with creative content and economic value. Work in the creative industries is often 
‘project-based’ as opposed to enterprise located, and is often temporary (Joffe and 
Newton, 2009). 
 
The creative industries, including film, thus operate on a strong inter-personal, 
rather than intra- or inter-firm basis. This has a critical influence on the 
establishment of organisational structures, associations and representative bodies 
because it is often individuals who are more loyal to their project, community or 
peers than to the firm, who are engaged in the projects. Knowledge interactions are 
thus intensely personal, and not based in the enterprise, making the creative 
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industries ‘people’ and not ‘product’ centred. Reputation, and “know who”, in the 
community are of critical importance, and more significant for success than “know 
what” and “know how” (Joffe and Newton, 2009). 
 
The vision of the film sector is to be the leading producer of film and TV content 
from Africa and the Middle East. South Africa has a comparative advantage in film 
based on the size of the domestic film sector which has grown in concert with the 
booming South African economy. South Africa has also the highest box office 
attendance levels of all its regional competitors. There is real growth in cinema with 
South Africa one of only four countries in the world where this is the case. It also has 
the strongest growth in broadcasting and cable TV segments reaching over 4 million 
households in 2004 and growing consistently since 1987 (Joffe and Newton, 2009).  
 

Education and training in the film industry 
Human capability in the top-end flexible external labour market is acquired 
individually, both in terms of formal qualifications prior to entry into the labour 
market but also in terms of gaining diverse experience and know-how once in the 
film sector. Such individuals are encouraged to acquire the widest possible set of 
experiences across a diverse range of film projects. These individuals then offer their 
portfolios of experience up for sale to the highest bidder at various key moments in 
their careers. This model of employment and career progression is obviously 
associated with high levels of labour market mobility, attrition and considerable 
poaching between competitor firms. Joffe and Newton confirm these trends in the 
South African film industry. Most people who obtain a job do so from the position of 
already having some work experience. Individual reputation and ‘experience’, 
according to these researchers, are the primary currencies in this sectoral labour 
market.  
 

Attributes of the creative industries’ labour market 
Participation in the top-end flexible external labour market, as occurs within the film 
sector, has specific attributes. Work is personalised and is focused on the creative 
‘project’ and not the firm. Employment is seasonal, depending on the length of the 
project. The commodity produced and traded is the application of creative assets for 
commercial gain. It requires that entrants to the sector acquire formal education 
qualifications prior to entry, but also, that they have experience of the sector and are 
multi-skilled  – can operate as film specialists but also as generalist managers with 
skills in overall project management. Work in the flexible labour market is a double-
edged sword. On the one hand, it thrives on creativity, dynamism, energy and 
excitement. On the other, work is scarce and when it occurs, it is often highly 
stressful. Nonetheless, many of the creative talents who work this sector choose 
these non-traditional employment lifestyles in preference to the perceived lack of 
stimulus in more permanent institutional employment.  
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Segment Five: Bottom-end jobs in South African 
tourism 
Bottom-end jobs in tourism reflect many of the worst features of the new ‘flexible’ 
external labour market. This is true even though tourism is seen as an important 
component of South Africa’s economic future.  
 
Earle (2009) confirms that growth has been impressive in the sector. It reached 13.9 
percent in 2005/6, a level of performance way ahead of the world average of 4.5% 
and Africa’s tourism growth rate of 8.1% over the same period. Tourism’s 
contribution to GDP has increased roughly threefold since 1994, reaching 8.8 
percent in 2005 at an estimated value of R97 billion. Government views tourism as 
having the potential to create over 400 000 direct and indirect jobs by 2014, 
although this figure is contested by Earle who cites a more realistic projection of 284 
000 new job opportunities.  
 
The tourism sector is extensive, comprising several ‘niche’ areas. Although there are 
a few large companies that dominate part of the sector, the total industry is 
comprised of small family-owned businesses. Recent estimates suggest a total of 
28 000 hospitality enterprises, 6 200 travel and tourism services enterprises, and 
3 500 conservation and tourist guiding enterprises. Within all three sub-sectors, the 
proportion of small, medium and micro enterprises (SMMEs) is 97% or more (Earle, 
2009).  
 
This predominance of SMMEs is a major constraint on growth and employment in 
the sector – contrary to the more orthodox economic logic about the job creation 
potential of SMMEs. The smallness and low profit margins of firms in tourism, 
combined with the fact that most are family-owned, makes transformation within 
the sector very difficult. Many of these enterprises are ‘lifestyle’ businesses with no 
desire to expand. Many operate as ‘survivalist’ small enterprises. There is therefore 
limited capacity to invest in the sector and affect change. New entrepreneurs 
entering the sector often fail due to lack of sector knowledge and the absence of 
marketing networks and channels (Earle, 2009). Other structural constraints on 
change in the sector include the fact that tourism is highly seasonal. In addition, the 
majority of jobs created by tourism are menial and low paid and offer little chance of 
advancement and permanence.  
 
A further problem for growth is the low levels of innovation in the sector. Innovation 
globally is based on brand differentiation – the provision of highly differentiated 
tourism experiences, for example, leisure tourism, business tourism, cultural 
tourism, eco-tourism, health tourism and adventure tourism. Innovative tourist 
destinations strive to differentiate themselves both in respect of marketing and 
product offerings. Brand differentiation is beginning to happen in South Africa with 
growth in a variety of niche areas of tourism such as: photography, food and wine, 
bird watching, aviation, hiking, golfing and flowers. However, Earle and other writers 
on the tourism sector highlight a number of factors that limit this innovation 
dynamic including: limited levels of product and process innovation; a generally poor 
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service delivery ethic compared with international competitor destinations; and a 
lack of strong, decisive and visionary leadership (Earle, 2009).  
 
Skills development activities could be used to remedy some of these constraints. 
However, because of the family-based ownership patterns in the sector and the 
shaping of employment relations along familial lines, employment opportunities are 
often restricted to family insiders. As Moyle observes, ‘for outsiders looking for a 
career in tourism, this family-based model provides a ceiling to progression beyond a 
certain level in any enterprise’ (Moyle, 2008, page 539). 
 
The affordability of skills development is also an issue for small firms. Training is 
difficult because of the seasonal nature of work, especially in terms of employment 
at the lower rungs. However, the largest constraint on increases in training in the 
sector is the expectation among employers that they can recruit new employees 
who already have prior experience. They are reluctant to engage in any entry-level 
industry-specific training. 
Moyle reports that at top management level, there is currently no severe shortage of 
qualified people. The skills gap is described in terms of ‘experience’ and is generally 
managed internally by the company’s own managers. Family members may even fill 
in to cover these gaps. Foreigners are recruited by the larger companies. The 
implications of this approach, is that innovation is limited and the potential for 
transformation at a senior level is curtailed. This undermines employment equity, as 
these jobs have historically been (and remain) ‘white’. 
 
The chronic skills shortage is at middle management level. The skills in short supply 
are experience, vision, leadership, and managerial skills. There is also a shortage of 
previously disadvantaged persons with the necessary experience at these levels. The 
gap is largely managed by poaching from other companies or fast-tracking internal 
employees – but seldom through extensive training (Moyle, 2008, page 531).  
 
At the bottom-end, vacancies are easily filled by lowly skilled new entrants from the 
external labour market. Earle argues that the upside of this seasonal recruitment 
process is job creation and the resultant possibility of community upliftment. The 
downside, she maintains, is that employers recruit people looking for a job, but not 
necessarily interested in a career in tourism. There is a limited understanding of the 
‘business of service’ among these recruits. 
 
Progression is generally slow, and dependent largely on a good word put in by the 
employee’s immediate superior rather than on increased levels of skill or 
qualification. It generally takes a junior employee five years to reach a supervisory 
level, and another twelve years to get to management level (Earle, 2009). 
Typically in the tourism sector, skills are thought of mostly in terms of personality 
types and experience, and not in terms of skill definitions and/or qualifications. The 
problem with this approach is that personality attributes are subjectively defined 
and hard to measure, and thus the industry believes it can only be evaluated in face-
to-face situations. This undermines the possibility of creating a credible, transparent 
system of accreditation and qualification (Earle, 2009). 
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Earle argues that ‘experience’ rather than qualifications and skill are the key 
concerns in the industry. The widespread lack of generic skills across all occupations 
and levels is considered to be the most pressing skills-related problem. These generic 
skill gaps relate to communication and guest relations in particular, but also to 
computer and IT skills for certain occupations.  
 
In interviews with employers in the sector, Earle notes that they regularly express a 
demand for a group of skills they struggle to define, but consider critical for the 
development of a culture of service excellence within the sector. These ‘skills’ 
include: being ‘good with people’; non-discrimination; tact; the ability to deliver 
information; enthusiasm; willingness to learn; productivity; reliability; 
conscientiousness; the willingness to go beyond the call of duty; punctuality; 
honesty;  and presentability in both personal appearance and hygiene. These 
intangible factors, as well as overall levels of commitment to the sector, are 
considered by many employers to be lacking in employees and the reason underlying 
the lack of generic skills in guest relations and customer service (Earle, 2009).  
 

SEGMENT THREE: The high value-adding internal 
labour market  
A key characteristic of the ‘high value-adding internal labour market’ is that the 
procurement and development of human capabilities is focused internally, largely 
through intensive training activities within the firm and through the reorganisation 
of work to maximise incremental improvements in the production process. This 
mode of provision also stands in sharp contrast to the state-guided external labour 
market discussed earlier, where high skill labour (specialists in various advanced 
sciences) are procured externally by state-owned enterprises or high-tech sectors 
through government’s deliberate construction of education and training pathways.   
 
Knowledge generation in Segment Three is derived internally through the 
strengthening of the tacit knowledge of workers and through the upgrading of the 
firm’s dynamic capabilities. These design, engineering, entrepreneurial and 
management functions – termed ‘DEEM’ capabilities in an OECD (2007) review of 
South Africa’s innovation system – are crucial components of internal labour markets 
because they provide a continuous stream of incremental innovation that have a 
positive impact on productivity and profitability.  
 
Kaplinsky and Morris (2001) argue that it is the incremental pursuits up the value 
chain towards more knowledge-intensive activities that are the most rewarding as 
they command the highest economic returns. Knowledge-intensive activities such as 
improved design, quality and product differentiation become important for access 
into high-income export markets. It is these activities which distinguish products 
from intermediate and low-income markets where competition is based on mass 
production, lower costs and relatively standardised goods. The transition to higher 
knowledge intensity is derived internally, through the up-scaling of the entire 
production process including human capital development, the application of new 
technologies and work re-organisation.  
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A key South African sector – the motor vehicle and components industry – whose 
labour market conditions are best described by Segment Three will now be 
reviewed. This industry can be clearly distinguished from the other sectors reviewed 
in this article along a number of key axes. Most importantly, the auto sector 
competes on global markets and is part of global value chains. It is dominated by 
large firms who have invested significantly in modern technologies. Production 
processes are highly capital-intensive. Employer agencies and associations (often in 
association with regional governments) play important roles in collaboratively 
providing key resources needed by the sector, including R&D and skills development. 
Links with education and training providers are seen as an important complement to 
in-house training. However, the successes on global markets achieved so far are 
extremely fragile, dependent firstly on the need within the auto sector to 
continuously upgrade internal capabilities to meet increasingly stringent global 
quality standards, and secondly, on the vagaries of the exchange rate and current 
account deficit. 
 

The auto sector  
The ‘motor vehicle and component manufacturing’ (auto) sector has been a major 
success story in South Africa. According to Barnes (2009), South Africa presently 
ranks nineteenth among the world’s vehicle producing nations – holding a 0,79% 
market share of global vehicle production and recently securing growth rates ahead 
of China. By far the largest vehicle manufacturer in Africa, South Africa produced 525 
271 units in 2005, while Egypt, the continent’s second-largest producer, 
manufactured a mere 69 223 units. The South African automotive industry’s sales, as 
well as indicators relating to export, employment and capital investment, all reflect 
robust recent performance, as well as an increasing contribution to the domestic 
economy (Barnes, 2009).  
 
The auto industry is the largest component of the South African manufacturing 
sector, accounting for approximately 28% of national manufacturing output and 
7.4% of South African GDP in 2005, the latter achievement exceeded only by the 
mining and financial sectors. Furthermore, productivity has improved rapidly, and 
there is considerable evidence of improvement in a range of benchmarks, such as 
quality, reliability and operational shop floor efficiency (Barnes, 2009).   
It is clear that the success of this high tech sector is (i) increasing economies of scale, 
and (ii), increases in the productivity of its workforce. Achieving these benchmarks 
have required high levels of the design, engineering, entrepreneurial and 
management (DEEM) characteristics described earlier. They serve as key 
prerequisites in the transition to world class manufacturing.  
 
A range of programmes have been initiated to support skills development in the 
sector. For example, the Automotive Industry Development Centre (AIDC) has a 
mandate to further the skills development and training delivery for the local 
automotive industry. Currently, the AIDC has a strong partnership with the Nelson 
Mandela Metropolitan University (NMMU), a public ‘comprehensive’ university 
based in Port Elizabeth that has an automotive orientation in its various offerings.  
NMMU boasts a number of industry-supporting research centres, which have the 
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stated aims of promoting technology transfer and innovation, including the Institute 
for Advanced Manufacturing and Engineering Research, the Automotive 
Components Technology Station, the Manufacturing Technology Research Centre, 
and the Advanced Mechatronics Technology Centre. 
 
As part of the Blue IQ initiative of the Gauteng government, a number of Gauteng-
based higher education institutions have provided substantial support to the auto 
sector. This includes Tshwane University of Technology which hosts mechatronics 
facilities which have proven useful to the local automotive industry. Similar 
university-industry linkages have been established in the Durban automobile cluster. 
 
Notwithstanding these successes, Barnes remains sceptical of progress made in the 
sector, arguing that only the upper tier of South African component suppliers 
operate at levels that are close to the global frontier. However, in other parts of the 
sector, performance is not as impressive. For example, in the components supplier 
domain, South African firms have not predominated, surrendering key supply chain 
functions to foreign-owned firms with connections to the original equipment 
manufacturers (Barnes, 2009). This extensive foreign ownership of vehicle 
assemblers and component manufacturers, as well as the close links developed with 
parent companies has helped the industry integrate into international markets. 
Furthermore, this growing global connectivity has undoubtedly facilitated 
technology and skill transfers, as well as other positive spinoffs. But Barnes 
maintains that there are drawbacks to these achievements. South African firms have 
not been at the core of this activity, nor have they benefited to the same extent from 
the spinoff effects. 
 
One indicator of this under-performance by South African firms is their insufficient 
investment in enterprise training. Although training levels in the auto sector are 
much higher than in other South African sectors, South African auto firms still spend 
far less on training than multinational corporations in South Africa and in competitor 
countries. Multinational corporations based in South Africa invested more on 
training than locally owned firms. In 2006, multinationals were investing 2.1% of 
payroll, with local firms trailing closely behind at 1.7%. Similar scores are also evident 
in comparisons to do with R&D expenditure (Barnes, 2009).  

 

Segment overview 
The auto sector is by far the most successful component of South African 
manufacturing. It is globally competitive, participates in global value chains and 
exports to several international destinations. To maintain this status, the sector 
needs to achieve extremely high quality standards. These standards are only met 
through the establishment of internal labour market conditions that seek to 
strengthen and enhance workers’ tacit knowledge and know-how on the factory 
floor. 
 
The ‘high value-adding’ fit here between sector and labour market segment, 
however, is only partial and not optimal. The ideal-type labour market categories 
described earlier are seldom achieved in reality, ‘on-the-ground’. In the case of the 
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auto sector, the ideal-type conditions of high-skills, training-intensive internal labour 
markets are imperfectly met, with training rates well below international averages, 
with questionable quality of provision in some cases – for example, the poor quality 
of some component suppliers. Participation in global value chains and global markets 
are therefore not permanently assured.  
 

SEGMENT FOUR: The low value-adding internal labour 
market  
The next category of labour market to be discussed is Segment Four: the ‘Low Value-
Adding Internal Labour Market’. This segment is defined primarily by two inter-
related characteristics: firstly, the low levels of secondary beneficiation, which have 
been achieved in these sectors to date; and secondly, weakly evolved internal labour 
market mechanisms. These include low levels of training and minimal forms of inter-
firm cooperation which limit the advancement of firm capabilities and the 
acquisition of improved sector ‘know-how’. A South African industry characteristic of 
this segment is the ‘clothing’ sector.   
 

Clothing  
The clothing sector is characterised by an ‘archetypal’ low value-adding, poorly-
performing internal labour market. This arises, in part, because the clothing sector is 
characterised by a buyer-driven value chain dominated by the leading retailers in the 
sector, who set the specifications and standards for the merchandise to be produced 
and sold in the domestic sector. Production is generally carried out by tiered 
networks of contractors that make finished goods for these retailers who buy in bulk 
(Kaplinksy and Morris, 2001, p. 32-33). If the industry has been low-value adding 
historically, it can be locked into this trajectory by the retailers who will source high 
quality garments on export markets. 
 
However, the South African clothing sector faces additional constraints beyond the 
powerful grip of retailers. These include its severe vulnerability to exchange rate 
fluctuations. Morris and Reed (2009) illustrate this problem by recalling the currency 
crisis of 2001 which led to a dramatic devaluation of the Rand. Local clothing 
manufacturers saw the devaluation as an opportunity to export to the United States 
(Morris and Reed, 2009). However, the subsequent strengthening of the Rand after 
2003 turned the entire scenario around. According to Morris and Reed, this created 
both easier access to domestic markets for global competitors and it simultaneously 
hampered the efforts of domestic producers to consolidate in export markets. In 
addition, the appreciating exchange rate and the economic boom afforded retailers 
greater buying power in international markets. All of these developments radically 
limited the capacity of domestic manufacturers to export. Exports dropped 
dramatically, and local manufacturers tried desperately to return to their previous 
customers, the domestic retail chains. However, ‘the restructuring of the domestic 
value chain had taken a radical turn. Large-scale imports of clothing from China had 
become the order of the day’ (Morris and Reed, 2009).  
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Morris and Reed maintain that there have been two primary responses to the crisis 
facing clothing manufacturing in South Africa. The first, among a minority of clothing 
producers, has been to shift production up the value chain towards greater 
differentiation of brands and higher quality, higher priced merchandise. This has 
entailed significant technological upgrading of production capabilities to meet world 
class manufacturing standards. However, this shift has not happened on a wide 
enough scale. This is because such a shift requires significant investment in capital, 
technology, innovation and skills. Employers have been unwilling to make these 
commitments. Morris and Reed argue that because of the negative perceptions of 
the industry, investments in new plant and machinery have not been forthcoming. 
 
A second reaction – the dominant response to the crisis – has been to outsource 
through sub-contracting and informalisation to ‘Cut-Make-and-Trim’ (CMT) 
enterprises providing production services at lower costs due to lower overhead 
structures. In addition, formal factory downsizing and closure have resulted in the 
establishment of hundreds of micro-enterprises, home industries and unregistered 
firms causing an increase in the number of people employed in the informal sector 
(Morris and Reed, 2009).  
 
Sixty percent of firms interviewed by Morris and Reed reported that they were side-
stepping shortages of machining staff by outsourcing an increasing portion of their 
production requirement to CMTs. This strategy involved hiving off non-complex, 
cost-based garments to the CMTs whilst maintaining the complex activities and 
higher quality brands in-house. The flexibility assured by the strategy is regarded by 
insiders in the industry as ‘key to their future survival in a shrinking market, since it 
permits expansion and contraction of the workforce in tandem with market 
fluctuation’ (Morris and Reed, 2009). 
 
Skills shortages plague the sector and are unresolved because of the low levels of 
enterprise training. Shortages are most acute with regard to skilled machinists – a 
category of labour regarded as the “engine room” of the clothing business. Most 
firms interviewed by Morris and Reed reported that this shortage represented the 
single most binding constraint on their ability to grow.  
 
Even though shortages of key operative and artisan staff are evident, training levels 
have remained extremely low in the sector. For example, only 88 apprentices were 
indentured in the combined clothing and textiles sector in the four year period 
between April 2001 and March 2005. This is a rate of 22 apprentices for the entire 
sector per annum. This is hopelessly inadequate if the sector is to meet its current 
skills shortages (Morris and Reed, 2009). 
 
Higher level technical and production management skills – key components of DEEM 
capabilities – should be obtained within enterprises through the effective building of 
internal labour markets. But in the South African clothing industry, these 
intermediate to high skills are also in short supply. For example, computer-aided 
design and manufacturing (CAD & CAM) specialists, who are instrumental in ensuring 
that all computerised production systems run efficiently, are in short supply. As 
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more of these automated production systems come on line as part of efforts to 
upgrade technical capabilities, so these CAD and CAM shortages will become more 
acute. Yet, according to Morris and Reed, South Africa’s higher education institutions 
produce very small numbers of CAD and CAM graduates, and those that do emerge 
from the system are of dubious quality. 
 
The problem is not merely quantitative, but also qualitative. Morris and Reed are 
critical of the qualifications and relevance of university of technology courses. They 
do not promote world class manufacturing standards which envisage a technologist 
function as that which surpasses one of mere quality assurance and encompasses an 
understanding of the entire value chain. The industry view is that universities of 
technology are basing their curriculum on the old methodology, not on the principles 
of world class manufacturing.  
 
The clothing sector in South Africa represents a classic example of a poorly 
functioning internal labour market characterised by a neglect of training and minimal 
investments in the upgrading of technology. Employers continue to cling to 
antiquated methods of production that serve a low cost, low quality local market. 
The failure to make the shift to world class manufacturing leaves the sector highly 
vulnerable to the onslaught from powerful competitor nations such as China.  
 

SEGMENT SIX: The State sponsored low-skills 
development strategy  
Segment Six – representing the informal economy in South Africa – is not usually 
represented in taxonomies of labour markets and industrial sectors as is the case in 
this analysis. The segment can best be described as the low-skill ghetto of South 
African society. The goals of state labour market policy in this segment are to trigger 
sustainable economic activity that is labour intensive and requires largely low-skill 
inputs.  
 
South Africa’s economic success stories so far are in sectors which are capital-
intensive and high-skill, like auto as described above. The biggest economic policy 
challenge facing a future South Africa is to create growth and employment outside of 
these success stories. The sectors reviewed in this article do not suggest easy 
solutions to this question, but there are important hints at sectors which have the 
potential to grow in low-skill, labour intensive directions. All of these possibilities 
would require significant state sponsorship and steering – a development strategy 
which is depicted in Figure 1 as Segment Six.  
 
Even though the top-end of the South African wood, paper and pulp sector 
competes successfully on global markets, the sector simultaneously offers much 
potential for employment growth in the informal economy. The possibility of 
significantly increased employment exists in three specific sub-sectors: (i) 
afforestation efforts in the Eastern Cape and KwaZulu-Natal; (ii) bushmills in both 
provinces; and (iii) paper recycling across the entire economy.  
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With regard to the first possibility, there are already 24 000 emerging plantation 
farmers in the Eastern Cape and KwaZulu-Natal. There is also an estimated need to 
replant forests across 100 000 hectares of land if South Africa’s forest resources are 
to be sustained over the long-term. However, government’s support policies to grow 
this sector have been ineffectual and little progress has been made, even though 
tens of thousands of jobs could be created. For the initiative to succeed, low-skill 
community foresters will need proper training and extension support to empower 
them to become commercially viable (Pogue, 2009).  
 
Similarly with bush-mills and paper recycling, bush-mills are a key form of low-skill, 
informal sector activity. A dynamic initiative was launched by government in 2002 to 
enhance the efficiency of these small scale sawmills which comprise about 700 firms 
nationally. Despite the successful piloting efforts of this initiative, nothing 
permanent was launched and the potential of the bush-mills industry remains 
unexploited.  
 
Informal paper recyclers form a large base that often supports and contains bridges 
to formal sector paper recycling. While state waste management policy appears to 
support future growth in paper recycling, there has been no clear strategy or policy 
designed to enhance the skills of informal recyclers. Existing paper recyclers would 
benefit greatly from training in basic business skills and equipment costing skills. 
However, to date there has not been any skills development initiative focused on 
these informal sector paper recyclers (Pogue, 2009). In short, government’s policy 
efforts to promote low-skill, labour-intensive employment – the state strategy 
depicted in Segment Six – appears to be ad-hoc, short-term and terminal. There has 
been no major sector-based industrial and skills development policy initiative of any 
significant scale or endurance that has successfully sought to grow employment and 
create bridges between the informal and formal economies. Without growth in new 
jobs in low-skill sectors, workers in these low-skill labour markets are highly 
vulnerable to permanent unemployment.   
 

Conclusion 
There are a number of issues that arise out of the discussion in this article. Firstly, 
the conceptual device developed, of several labour market segments cohabiting 
within one sector or one national economy, poses an important critique of 
traditional segmented labour market theory and the more recent ‘varieties of 
capitalism’ and ‘high-skills’ literatures. Much of this literature provides accounts of 
cross-national variants in economic structure based on varying labour market 
structure – for example, the occupational labour market model of Germany versus 
the internal labour market model of Japan. However, this literature provides little if 
any account of how multiple labour markets and highly variegated sectoral 
production regimes co-exist within a single national economy. This is a serious flaw 
in the leading theoretical models which tend to aggregate single ideal-types (such as 
the internal labour market model) across entire national economies and societies 
(for example, the case of the Japanese economy as an ‘internal labour market’).  
 



23 
 

In so doing, they miss the unevenness of development across sectors and within 
sectors. They fail to provide accounts of how several labour market segments 
operate simultaneously in channelling different skills and trained personnel to 
different parts of the same economic sector. A complex sector, for example, the auto 
industry, is not reliant on a single labour market structure (in this instance, the 
internal labour market) to meet all of its skill needs. Rather, the sector draws highly 
skilled professionals such as engineers and accountants from the top-end ‘flexible’ 
external market (Segment Two in Figure 1), whilst its simultaneously outsources non-
core, low-skill activities such as maintenance and security to small firms in the 
bottom-end flexible labour market (Segment Five). These processes occur 
simultaneously alongside the predominant skills regime in the auto sector, which are 
enterprise-based activities best characterised by the internal labour market. The co-
existence of these diverse labour market segments within one sector (and one 
national economy) is missed in much of the literature. 
 

Implications for skills development policy 
 It is evident from the above analysis that there is no single monolithic skills strategy 
appropriate to the entire South African economy, but rather, a myriad of strategies 
are required across all segments.  
 
Taking the example of high-skill labour (produced in the three segments in the right-
hand column of Figure 1), the state plays the primary role in skills formation in 
Segment One through sponsoring and guiding the production of certain highly skilled 
scientific professionals. In contrast, in Segment Three, enterprises play the key role 
in harnessing the required high-level skills and dynamic capabilities through the 
construction of effective internal labour markets. And finally, in Segment Two, it is 
young middle class individuals who make private choices (although influenced by 
signals from the flexible labour market) about what career and profession to pursue 
in higher education. It is this process of ‘individualisation’ that drives skill formation 
in the high-end services sectors such as ICT, Finances, Film and Tourism. Each of the 
three skill trajectories described above are unique, requiring differing policy support 
interventions. The same logic applies with regard to skills development strategies in 
the low-skill segments Four, Five and Six.      
 
This differentiation has serious implications for skills development practitioners 
operating in differing sectors – those working in one sector will face conditions very 
different to those faced by colleagues in other sectors. Even within a single sector, 
conditions may vary widely as different labour market modes of skills provision 
cohabit together. Practitioners will need to understand the production regime 
underpinning that sector, and be able to identify which labour market mode is the 
primary mechanism for skills acquisition and which are secondary and of lesser 
significance.  Operating at this level of sectoral complexity will require a degree of 
‘situated knowledge’ that does not yet exist in South Africa’s skills development 
agencies, the Sectoral Education and Training Authorities (SETAs). As a consequence, 
a greater alignment between sectoral conditions and skills development policies will 
need to be a necessary pre-condition for any future restructuring of South Africa’s 
skills development architecture. 
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The challenges are not merely those of policy. The key role-players – the state and 
private sector employers – need to amplify their efforts regarding skills formation 
across South Africa’s diverse economic sectors. The state has two major challenges. 
On the one hand, it needs to massively expand its role in developing the new high-
skills, science-based sectors reviewed in this article. Secondly, it needs to commit 
major resources to creating a more effective low-skills, labour intensive 
development strategy which can provide employment and sustainable livelihoods to 
the millions of under- and unemployed citizens.  
 
Employers also need to amplify their efforts on at least three fronts. Those sectors 
already participating in global markets – such as the auto and wood, paper and pulp 
sectors – need to consolidate their gains through further technological upgrading, 
human capital formation and the strengthening of knowledge networks and inter-
firm cooperation along global supply chains.  
 
Sectors which have not succeeded in entering export markets and who remain 
complacent within local markets – sectors such as clothing – need to dramatically 
restructure production operations in South Africa so as to become globally 
competitive in the future. State science, technology and industrial policies need to 
encourage and facilitate this transformation. If they fail, global competition from 
China and other competitor nations will decimate what is left of these indigenous 
industries.  
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End Notes 

 

 

1  For references to the early work of the ‘Cambridge’ school see: Wilkinson (ed.), 1981; Rubery 

et al, 1987; and Marsden and Ryan, 1991. For more contemporary work see: Grimshaw et al, 

2001; Camuffo, 2002; Rutherford, 2006. 

 

2
  For the key texts in the ‘high skills’ literature, see: Finegold & Soskice, 1988; Ashton and 

Green, 1996; and Brown et al, 2001. 

 

3  See Fagerberg, Mowery and Nelson (2005) for an excellent introduction to the work of 

‘Evolutionary Economics’. See also OECD (2007) for an application of this perspective to the 

South African innovation system. 

 

4  See Manwaring, 1984 for his definition of the ‘extended’ internal labour market. 

 

5  All of the sectoral case studies cited in this article were commissioned and completed by 

December 2007. In most instances, the case studies reflect the dynamics of the boom phase 

which South Africa experienced between 2001 and 2007. Given this historiography, the 

analysis and data presented in this article predates the global economic meltdown which 

accelerated in late 2008 and which has temporarily changed the economic outlook of some 

of the sectors analysed.  


