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1. BACKGROUND
Countries develop by changing the structure of the 
economy to move from sectors of low to high productivity 
and complexity and, within sectors, through upgrading 
to higher value-added activities. This is a process of 
structural transformation. South Africa has not made 
significant progress in transforming the structure of its 
economy and, by some measures, has in fact regressed. It 
has prematurely deindustrialised, with the contribution of 
manufacturing to GDP declining from 21% in 1994 to 13% 
in 2016. Between 1994 and 2016 there has been net job 
losses of 237 413.2 This matters for a developing economy 
as, throughout history, manufacturing has been regarded 
as the main source of productivity growth and plays a key 
role in employment creation. Manufacturing is important 
due to its interdependencies with agriculture and mining, 
on the one hand, and services like engineering and design 
on the other. 

South Africa’s economy continues to be heavily reliant on 
minerals and resource-based industries, which together 
accounted for 60% of total merchandise exports in 2016. 
Diversified manufacturing sub-sectors (which excludes 
basic metals, petroleum and chemicals) have performed 
poorly over the last two and a half decades, with very 
few exceptions, such as motor vehicles. Most middle and 
upper-middle income 

countries have continued to see industry leading overall 
growth, with high investment levels. This has profound 

effects on the ability to generate jobs and support 
livelihoods. 
The strong path dependency and lack of diversification 
of the economy is a result of a number of factors. First, 
it reflects the continued impact of historical support for 
resource-based sectors, including past provision of cheap 
energy. Second, macro policy allowed the exchange rate 
to strengthen in the 2000s during the commodity boom 
and this led to a huge increase in imports and hollowing 
out of local capabilities. Third, there has been a failure 
to save and invest a substantial portion of windfall 
earnings from resources. Fourth, cartels extracted rents 
through higher mark-ups. Fifth, state capture, as well as 
simply poor coordination and conflicting policies, have 
undermined attempts to support industrial capabilities.

To grow employment, South Africa needs to have 
targeted interventions in diversified labour absorbing 
industries. This requires productive investments, 
upgrading capabilities and formulation of packages of 
interventions for key sectors. Important sectors identified 
by CCRED include mineral equipment supply chain, high 
value fruit, and plastics conversion.

2. PROPOSED SECTOR 
INTERVENTIONS

2.1 Metals, Machinery & Equipment3

The Metals, Machinery and Equipment industries have 
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seen a hollowing out of capabilities in the downstream, 
more diversified industries mainly as a result of failure to: 
a. manage resource earnings during the commodity 

boom years to ensure the exchange rate was not 
over-valued; and 

b. invest in downstream capabilities in labour absorbing 
activities. Various forms of continued support for the 
upstream basic metals sectors have also contributed 
to this trend. The sector has witnessed increasing 
import penetration, particularly in the machinery 
and equipment industries, though there are pockets 
where South Africa remains competitive, notably in 
mining equipment. The fragmentation of the state 
is also undermining industrialisation as illustrated 
by conflicting policies and lack of implementation 
in areas such as electricity prices, procurement and 
support for upstream heavy industries in basic metals 
at expense of downstream diversified manufacturers. 

Opportunities
South Africa has established capabilities in machinery and 
equipment sector, especially for over and underground 
mineral equipment. Growth in machinery is labour-
absorbing and thus targeted interventions to improve 
the competitiveness of these industries would unlock 
significant job creation. A regional strategy is required 
to realise growing SADC (excluding SA) demand. South 
Africa is well positioned to supply growing regional 
markets, however, has been losing competitiveness in 
key markets like Zambia. South Africa’s share of Zambian 
mineral processing imports declined from 77.5 % in 2002 
to 23.1% in 2017. 

Proposed Intervention
The formulation of a regional strategy for machinery & 
equipment to develop regional clusters and to support 
the creation of a network of institutions for skills and 
technology sharing. Successful clusters include the Durban 
Chemicals Cluster whereby a cluster office was set-up that 
comprise of facilitators, experts (for example engineers), 
advisors and a SADC secretariat. The cluster should address 
the following challenges:

• The lack of technical and artisanal skills.
• The establishment of testing facilities and innovation 

hubs to ensure adherence to quality and technical 
standards.

• Offering electricity prices for heavy-industry at 
developmental prices. 

• Utilising development finance through the 
introduction of a grant/rebate system to assist in the 
expansion and upgrading of current capabilities.

• Optimisation of local procurement prioritising 
value-addition and beneficiation through thorough 
monitoring and evaluation at the firm-level.

A sector strategy for improving competitiveness of 
machinery and equipment should also seek to leverage, 
and maximise the impact of existing initiatives such as:
• The SACEEC School of Excellence’s collaborations 

with the National Tooling Initiative Programme and 
GGDA to train and provide proper skills to artisans. 

• Existing industry clusters and association bodies 
including VAMCOSA (valves), SAPSDA (pumps), SAPC 
(pumps), SAMPEC (mineral processing), and MEMSA 
(underground equipment).

• Proper implementation of Government’s 
developmental and structural transformation tools 
including the DTI Cluster Programme, procurement 
policies (NIPP, CSDP & PPPFA), development finance 
institutions, as well as technology support and 
benchmarking (TLUI).

• Regional mining vision – regional local content, 
regional development fund, logistics and infant 
industry protection

Impact on jobs
Improved competitiveness and investment in expanded 
capacity to meet growing regional demand means the 
trade balance would, instead of deteriorating, improve by 
30% from a deficit of $5 billion (R65 billion) to $3.5 billion 
(R45 billion) between 2018 and 2023.  Given estimated 
growth in demand for machinery and equipment in 
SADC including South Africa of around 4% pa, this means 
output growth of approximately 40% higher than in 2018.  
Direct employment creation of 45,000 over three to five 
years (2023), with the multiplier meaning around 270,000 
jobs being created in total. The impacts across electrical 
machinery and in the related value chains is substantially 
greater. 
 
2.2 Agriculture & Agro-processing4

The opportunities 
There has been strong growth in global demand for fresh 
fruit and nuts. The fruit industry has potential to create 
significant jobs given that it is among the most labour-
intensive areas in agriculture. Key challenges include 
phytosanitary measures and other standards, technical 
skills and capabilities and logistics. 

If South Africa can take advantage of the growth in global 
demand and grow exports of fruit, there is potential to 
create jobs. South Africa’s exports of fruit are growing 
at an average of 3% per annum over the past 5 years, 
in volume terms. If South Africa were to catch up with 
competitors such as Peru and Mexico growing at 15% and 



JOBS SUMMIT
POLICY BRIEF SERIES

3
Institute for Economic Justice 
Job Summit Policy Brief Series – Stream 1 Policy Brief 5 - August  2018

8% respectively, 10% export growth per annum could 
be achieved over the next 5 years. South Africa’s local 
production is 7 million tonnes (based on 2016 figures). 
A 10% per annum export growth plus additional 3% 
estimated growth from the local and regional growth, 
would increase production volumes by 44% in 2022. 

There are opportunities in high value fruits such as 
avocados and berries. Global demand for avocados has 
grown at an average of 14% p.a. between 2012 and 2017, 
that is in volume terms. Much of this growth is being 
driven by China, which is expected to more than double 
its demand in 2018. In the past six years from 2011 to 
2017 Chinese imports have grown from practically zero 
to 32 100 tonnes. Yet South Africa’s exports over the same 
period have declined, partly due to the recent drought. 

Key issues that have led South Africa missing out on the 
opportunities in avocados include: 

• Limited market access and weak support. 
• South Africa’s avocado exports are mainly to Europe, 

with 67% going to the Netherlands for re-export to 
other EU countries and 20% going to the UK. 

• Another challenge particularly at the production 
level, is the limited capacity at the nurseries, which 
has resulted in waiting lists of up to two years.

• The high levels of concentration in production of 
avocados and ownership of intellectual property of 
varietals by a handful of companies, limits scope for 
growth and inclusive participation.

A package of interventions is necessary to unlock the 
opportunities in avocados and other high value fruits. 

Proposed interventions

Setting up a cross-department task team, with external 
expert resources to champion the initiatives and address 
the challenges of coordination across government 
departments.

Phytosanitary issues remain the biggest constraint for 
fresh fruit exports. Addressing phytosanitary issues 
requires additional capacity of qualified and competent 
staff in key institutions such as the Department of 
Agriculture, Forestry and Fisheries (DAFF) and the 
National Plant Protection Organisation. This will enable 
these institutions to effectively carry out their regulatory 
functions and services.

Along with addressing capacity and competency issues, 

DAFF needs to implement online platforms developed 
by industry for growers’ certification and registration. 
The use of local digital platforms such as Phytclean and 
international platforms such as Provenance not only 
addresses challenges of relying on paper based and 
spreadsheet systems but improves access to markets.

An important aspect of maintaining and negotiating 
markets requires technical skills and capabilities, 
through research and development activities. At present, 
industry conducts most of the research, which DAFF is 
not effectively utilising and in a timeous manner. It is 
therefore important to build structures and processes in 
DAFF to improve use of industry research and technical 
resources.

With regard to market development and support, there 
are efforts from government to promote South African 
fruit in other markets. However, there is a mismatch 
between government programmes and industry priorities, 
with respect to funding and target markets. The cross-
department task team should serve as a platform to 
improve consultations between government and industry 
in order to align funding and target markets.

Complementary investments in transport infrastructure, 
particularly rail and logistics such as cold chain facilities 
and pack houses, are critical to ensuring the cost effective 
movement of fruits and a longer shelf life. Although there 
is progress on investments in rail, there are opportunities 
to expand services.
 
These basic investments also support increased 
participation of emerging farmers along with training and 
skills development. A key focus area for skills development 
of black farmers should focus on export grower skills to 
facilitate their entry into high value export markets. There 
are existing initiatives such as the Grower Development 
Company under the Citrus Growers Association providing 
training to black farmers.

Estimated Impact on jobs
The fruit industry employed around 300 000 people in 
2015, both direct and indirect jobs. This is based on data 
from Fruit SA.  A 44% increase in production from 7 million 
tonnes in 2016 to 10.1 million tonnes in 2022, would 
create 130 000 additional jobs by 2022. The estimate is 
based on a shift in production to higher value and labour-
intensive fruits.
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2.3 Plastics Conversion5

The South African plastics conversion industry has been 
performing poorly in terms of trade performance, output, 
employment and investment. Between 2002 and 2016, 
the industry has experienced increasing levels of import 
penetration, a loss of competitiveness in export markets 
and has shed 16163 jobs. 

Proposed Interventions
What is required is a package of interventions with 
commitment by all parties to an action plan, in which each 
contributes. This action plan must include improving the 
cost competitiveness of firms, higher levels of investment 
in skills and capital stock, and building local clusters to 
improve efficiencies across firms. 

Set up clusters for light manufacturing: The intervention 
required is for the DTI in partnership with the major 
metros to set up local clusters. This envisages a partnership 
between government and firms allowing for cost sharing. 
The expected outcomes of the cluster initiative include 
upgrading of the sector to world class production practices 
through shared learning and benchmarking, action on 
local challenges such as public transport and electricity, 
improved monitoring of quality standards at the cluster 
level, tool maintenance stations for cluster members 
and targeted training for members, and centralised 
databases for investment incentives and assistance with 
the application process.

Address raw material pricing:  As it is by far the largest 
component of the cost of production, a reduction in 
relative polymer prices would make the biggest difference 
to competitiveness. SA has to use what it has as possible 
advantages. Possible policy/regulatory instruments to 
address polymer prices include:
c. NERSA/DOE: DOE regulates the prices of fuel and the 

chemical feedstocks are produced as a by-product of 
the fuel production process; however, prices of the 
chemical feedstock are not currently regulated.

d. Mining licence conditions: DMR Clause 8 of standard 
mining licence states that pricing minerals and 
derivative products to be sold at competitive market 
prices, non-discriminatory prices. This is in line with 
the Tribunal remedy which effectively orders that 
local customers cannot be discriminated against 
compared to export customers.

Increasing investment and upgrading of capital 
equipment is necessary to support improved productivity. 
This will require increased support from IDC and DTI 

through investment incentives and low interest loans. 
The focus of support should be on the sub-sectors that 
have been declining, and tradables in particular, rather 
than packaging where the majority of support is flowing 
at present and which is relatively less traded. There is also 
a need to offer in-house services to assist applicants with 
application process/simplify the application process. Firms 
receiving incentives and development finance should 
participate in upgrading initiatives.

A task team to review the skills needs of the different 
sub-sectors with engagement with sector. Once the needs 
have been identified, then the task team should design 
appropriate modules to be taught at universities of 
technology and FET colleges as part of the development 
of standardized curricula. This should include learning 
from other sectors such as capital equipment where such 
updated training programmes have recently been done, 
as well as learning from international best practice. 

Integration of plastics strategies with other industry 
initiatives. Demand for plastics is also influenced by policy 
in other areas such as local procurement, trade policy and 
other sectoral interventions. Plastic is an input into many 
other products and, as such demand growth in these areas 
will lead to increased demand for plastics. Key sources 
of demand growth are agro-processing, construction, 
light manufacturing and consumer durables (homeware, 
white goods etc).  The plastics strategy should be 
integrated with initiatives in other sectors where plastics 
is a key component, such as automotive and agriculture 
applications. 

In terms of trade policy in particular, the 10% duty on 
perspex should be removed as a matter of urgency, and 
going forward, care should be taken when negotiating 
new trade agreements that plastics is not put under 
any further pressure from foreign imports. The plastics 
sector should be exempted from further reduction in 
import tariffs and free trade agreement negotiations. The 
industry should ensure that it is represented in key Nedlac 
processes in relation to trade.

Eskom offering developmental prices to medium 
technology, labour absorbing industries that are electricity 
intensive such as plastics.

Other actions that are required to support the sector 
are the appropriate enforcement of product quality 
standards on imports and the review of the preferential 
procurement policy to ensure that plastics convertors’ 
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potential are fully recognized.

Impact on Jobs 
If the local plastics industry was to ‘recapture’ the share 
lost to imports and take account of the growth in market 
demand from the region, then this implies an increase in 
output of approximately 35% and would stem the tide of 
job losses. 
If the local plastics industry was to grow at the same levels 
as between 1994 and 2002 (6% CAGR), then by 2024 this 
would imply output approximately four times what it was 
in 2013 (not such a big increase when the low capacity 
utilisation in many firms is taken into account) and an 
increase in employment of just over 40 000. This is based 
on dynamic growth including substantially improved 
export performance which is what South Africa should be 
achieving in plastic products as a middle-income industrial 
economy. 
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1. The note draws on research conducted under the 
banner of the Industrial Development Think Tank (IDTT). 
IDTT is a partnership between CCRED, and SARChI Chair in 
Industrial Development and is supported by the DTI.
2. Quantec employment data (formal and informal).
3. Rustomjee, Z., Kaziboni, L. & Steuart, I., forthcoming, 
2018. Structural transformation along metals, machinery 
and equipment value chain – developing capabilities in 
the metals and machinery segments. CCRED Working 
Paper.
4. Draws on Chisoro-Dube, S., das Nair, R., Nkhonjera, M. & 
Tempia, N., forthcoming, 2018. Structural transformation 
in agriculture and agro-processing value chains. CCRED 
Working Paper.
5. Draws on Beare, M., Mondliwa, P., Robb, G. and Roberts, 
S. 2014. Report for the Plastics Conversion Industry 
Strategy.  Research report prepared for the Department 
of Trade and Industry.


