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1.

Introduction and Summary

1.1

Background and Purpose

The 2012 Municipal Economic Review and Outlook (MERO) reports aim to provide a
comprehensive overview of the recent economic performance of and outlook for
the Western Cape economy at District/Municipal level. As such it should be viewed
as a companion study to its provincial counterpart, the Provincial Economic Review
and Outlook (PERO), whilst it also complements and reinforces several other recent
studies that have analysed the district and municipal economies within the Western
Cape Province.
For each of the districts, including the CMA, the main focus is the gross value added
or Gross Domestic Product for the region (GDPR), both in terms of its main economic
sectors and industries; its trade relations with the rest of the world; and the dynamic
trends characterising its labour market. An attempt is also made to identify and
scrutinise local information that are peculiar to the district in question and that can
shed light on some of the strengths and weaknesses in the district. Information about
existing and potential sources of financial and other support will be provided in the
process in an attempt to facilitate policy implementation at the district and municipal
levels.

1.2

Methodological Note

The modus operandi has been to look at global economic trends, the latest state of
the South African economy and, via PERO and more recent updates, also the state
of the Western Cape economy. As far as the districts and municipalities are
concerned, the latest data from Quantec and other secondary sources have been
used and refined to estimate the GDPR and its sectoral composition and
employment trends for the CMA. Important supplementary information was obtained
from two sources, i.e. (i) meetings with the relevant CMA authorities and an electronic
survey conducted among the constituent municipalities, and (ii) the recent “Growth
potential of towns in the Western Cape” (GPTWC) study.
These various data sources were used to make reasonably accurate estimates of
GDPR and employment for the CMA, including past and forecasted growth for the
region generally and its sectors and industries in particular. This analysis was based
partly on the PERO report and partly on additional (“out-of-model”) information
obtained through personal interviews and the municipal surveys.
Two further survey studies were also conducted, one dealing with 2nd and 3rd tier
government policies in other comparable countries, and the other focussing on the
national government’s new industrial development policy. The former study analyses
and compares the nature of different fiscal competencies between sub-national
governments (SNG) in South Africa and the comprador countries. The policy study
looks at different sources of policy support, both at national and provincial levels,
which could be utilised by SMME’s in the CMA and in the rest of the province, and
also considers the potential role CMA and other districts can play in the future
creation of spatial economic zones (SEZs).
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1.3

Outline of Report

In the section that follows immediately a bird’s eye view is provided of the main
findings, covering the macro-economic trends, sector developments and labour
market dynamics pertinent to the CMA. Chapter 2 discusses economic prospects
from a global, national and provincial perspective before proceeding to an in-depth
analysis of the CMA economy. This is done both historically and also in terms of the
earlier PERO-based forecasts for the Western Cape Province (WCP). In Chapter 3 a
detailed analysis of economic sectors in the CMA is provided, with particular focus on
the agriculture, manufacturing and services sectors, while an adjusted forecast for
CMA and its sectors are presented based inter alia on past growth trends and
relevant specific or local developments. Chapter 4 focuses on labour dynamics
providing an overview of the Western Cape labour market and an analysis of
unemployment in the City of Cape Town.

1.4

CMA: A Bird’s Eye View

This section provides a brief summary of the main findings in respect of the analyses
conducted and conclusions drawn in Chapters 2, 3 and 4. Being a summary, it is
inevitably incomplete and superficial but, like a more conventional executive
summary, it can serve as a quick source of information about the CMA.
Macro-economic Trends


Real GDP Growth: 2011
World = 3.8%

South Africa = 3.1%

W Cape = 3.6%

World economic outlook is uncertain; fiscal austerity in advanced economies to
constrain/interrupt growth: world economic growth to slow down to 3.3 per cent in 2012.
Demand-side inflationary pressures likely to remain absent for foreseeable future; expect low
global interest rates to persist through 2013.
SA economy re-accelerates from end 2011, but growth will be under pressure in 2012 due to
world economic slowdown, slower consumer spending growth and production capacity underutilisation keeping a lid on more robust private fixed investment spending.
However, there are signs of a broadening recovery, both on the production side and including
private fixed investment spending on the demand side and employment growth.
The Western Cape economy continues to grow faster than the national economy. The regional
manufacturing sector registered a welcome recovery in 2010/11.
However, the Province’s services industries remain the leading contributors to growth.
The key Western Cape agricultural sector is estimated to have recovered in 2011 from
contractions experienced in 2009/10.


CMA Real Growth in Provincial Context
4.1 per cent per annum compared to 4.1 per cent for Western Cape and 5.1 per cent for Eden
District during the 2000s.
Reasons: The CMA accounts for 73 per cent of Western Cape GDPR and its economic structure
mirrors that of the Province, which explains the equivalent growth rates.
Finance, insurance, real estate & business services, retail, wholesale, catering & accommodation
and transport & accommodation are the leading industries in the CMA; the tourism industry also
plays a catalytic role. The Metro’s manufacturing base is also key but has tended to shed jobs in
the 2000s.
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CMA Jobs: 2000s
Job creation lagged GDPR growth, increasing by only 0.7 per cent per annum. The heavy job
losses in manufacturing and construction (-2.7 per cent per annum) countered the job growth in
the CMA’s services industries (1.9 % per annum).



CMA: Fast & Slow Growing Sectors
Agriculture, forestry & fishing (10.8%) grew the fastest, but only contributes 1.3 per cent of
GDPR; construction (7.3%) is also a small sector; the other fast-growing sectors were finance,
insurance, real estate & business service (5.5% per annum) and transport, storage &
communication (5.2%); and the slowest growing sectors were manufacturing (2.4%), the
government (1.8%) and mining (-0.8%).



CMA: Municipal Growth in 2000’s
Accounting for size, Durbanville (7.0%), Khayelitsha (5.8%) and Blue Downs (5.6%) grew fastest;
and Cape Town (3.4%), Parow (3.4%) and Somerset West (3.3%) slowest.



CMA: Goods Exports and Imports
Goods imports (mining – mainly crude oil – metals & machinery, clothing & textiles) exceed
goods exports (petro-chemicals, food & beverages and metals & machinery), causing an
(increasing) CMA trade deficit.
While the recession had in big negative impact on imports (reducing the trade deficit in 2009/10),
the flat to downward trend in exports is cause for concern.



CMA: Forecasted Real GDPR Growth: 2011 - 2016
4.1 per cent per annum, based on uniform PERO model for the WCP, including adjustments. For
a more detailed sectoral forecast, see the next box.

Sector Development
CMA Real GDPR Growth: 2000 – 2010


CMA: 4.1 per cent per annum
The strong growth of the agriculture & fishing sector is a key factor in the CMA economy even
though the sector is relatively small.
In manufacturing and in terms of GDPR, the petro-chemicals (linked to the Chevron refinery) is
the largest industry, but in terms of employment, clothing & textiles and metals & machinery are
the largest industries; food & beverages, wood & paper products and furniture are also important
manufacturing industries.
Exacerbated by the impact of the 2009 recession, manufacturing employment contracted sharply
over the 2000s (3.1% per annum) across all CMA manufacturing groups; on the other hand real
manufacturing value added increased by 2.4 per cent per annum.
From a municipal perspective, localities outside the City hosting large manufacturing sectors (in
their respective sectoral make-ups) also outperformed in terms of GDPR growth; examples are
Blue Downs, Mitchell’s Plain, Khayelitsha and Durbanville.
The leading CMA services industries are finance & insurance and communication, followed by
business services – both former-mentioned industries doubled in size over the 2000s; in fact,
finance, insurance, real estate & business services account for close to 45 per cent of the CMA’s
cumulative real GDPR growth over the 2000s. The CMA’s services industries also account for
the bulk of net employment creation in the sub-region.
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Fastest Growing Industries: agriculture & fishing (10.8% per annum); communication (7.9%);
construction (7.3%); finance & insurance (7.3%); and automotive (5.1%).



Slowest Growing Industries: mining (-0.8% per annum); wood & paper products (0.2%); nonmetal minerals (0.7%); food & beverages (0.9%); government (1.8%) and clothing & textiles
(2.3%).
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Foreign Trade: CMA runs a sizeable trade deficit, which escalated over the years of economic
expansion.
The agriculture & fishing net trade position is in a stable surplus, compared to the mining net
trade position being in a persistent deficit, mainly due to oil imports.
Contributing to the overall trade deficit is a negative and gradually deteriorating manufacturing
net trade position.



Local Issues: Constraints include high levels of crime, high costs of electricity and
telecommunications, and shortages of vocational skills.
New investments include expansion of the CTICC, a new athletics stadium and a new casino, as
well as upgrading and extensions of economic infrastructure.

CMA Forecasted Real GDPR Growth: 2011 – 2016


Uniform PERO-based forecasts adjusted on basis of past growth trends, external forecasts and
specific or local factors gleaned from municipal surveys and the GPTWC study.

Table 1.1

CMA Forecasted Real GDPR Growth

Local issues –
constraints/opportunities: Sector

GDPR
Yoy %

Expansion
Yoy %

Recession
Yoy %

CMA
Yoy %

WCape
Yoy %

2000 - 2010

2000 - 2007

2008 - 2010

2011 - 2016

2011 - 2016

Agriculture, forestry and fishing [SIC: 1]

10.8

9.8

13.7

7.1

3.5

Mining and quarrying [SIC: 2]

-0.8

0.4

-3.8

1.7

1.6

Manufacturing [SIC: 3]

2.4

3.5

-0.8

3.0

3.2

Electricity, gas and water [SIC: 4]

3.9

5.2

0.5

3.1

2.9

Construction [SIC: 5]

7.3

8.4

4.6

4.1

3.6

Wholesale and retail trade, catering and
accommodation [SIC: 6]

4.0

5.5

0.0

4.0

4.0

Transport, storage and communication
[SIC: 7]

5.2

6.5

1.9

5.4

5.3

Finance, insurance, real estate and
business services [SIC: 8]

5.5

6.5

2.8

4.2

4.5

Community, social and personal services
[SIC: 92, 95-6, 99, 0]

2.8

3.4

1.2

2.9

3.0

General government [SIC: 91,94]

1.8

1.2

3.3

2.8

3.1

Total: Cape Metro

4.1

5.0

1.7

4.0

4.0

Source: Quantec Research/CER/WCG Budget Review, 2012



CMA slightly below growth tempo over the 2000s (4.1% per annum), i.e. 4.0 per cent; and slower
compared to the previous expansion phase of the business cycle (5.0%) due to constrained
global and national growth environment.



Manufacturing (3.0%) is projected to slightly under-perform the projected growth in the nonmetropolitan districts.



Agriculture, forestry & fishing‘s strong growth is projected to continue in view of the historic track
record and the optimistic provincial outlook.



The CMA’s leading services industries are assumed to grow in line with that factored into the
PERO 2011/Budget 2012 forecast for the Western Cape economy.

Selected Policy Issues


Need to upgrade and provide a range of economic infrastructure services, including roads, rail
and harbour; as well as develop vocational skills.



The CMA could consider several clusters for possible SEZ status, e.g. the maritime ship
building & repair industry, the Cape health technology park, and a renewable energy production
and manufacturing cluster.
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Labour Dynamics
Labour market trends


The South African labour market has been significantly impacted by the economic recession and,
according to various measures, has not recovered. More than one million jobs in less than two
years after 2008Q4.



Provincially, employment has been stagnant since the end of 2008 and is estimated at
1.85 million in 2011Q4. This is evident in the very low employment absorption rates of 0.9 per
cent for the three-year period ending in 2011Q4. With a growing working age population and
stagnant employment, the provincial unemployment rate has risen sharply: the expanded
unemployment rate rose five percentage points from 2008Q4 to reach 23 per cent three years
later.

Labour supply


The Western Cape’s population is a relatively young population, although it is marginally older
than nationally. However, 64.8 per cent are aged 15 to 64 years and the provincial dependency
ratio indicates that there are 54 children and elderly individuals for every 100 working age adults
(compared to 56 nationally). In the City, the dependency ratio is very similar to the province as a
whole (0.46).



The 2007 Community Survey reveals that the working age population in the City of Cape Town is
more racially diverse than in the province as a whole, although its age and gender composition is
no different from that of the province. The City of Cape Town enjoys a better educated working
age population than the rest of the province, as its large and diverse economy attracts more
highly skilled workers. Despite this advantage over the rest of the province, improving the profile
and quality of educational attainment must remain a policy priority.

Flow into unemployment (UIF data)
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The UIF data suggests that the impact of the recession, as measured by the flow into
unemployment relative to 2007, has been relatively more severe in the City of Cape Town than in
the province as a whole. Throughout 2009 and for much of 2010, the flow into unemployment in
the City of Cape Town was upwards of 70 per cent higher than the average level in 2007.



15 to 34 year olds have accounted for a rising proportion of the flow into unemployment within
the City of Cape Town over the period, possibly related to last-in-first-out rules for reducing
workforces. This age group accounted for 42.1 per cent of the flow into unemployment over the
period according to the UIF data, with 35 to 54 year olds accounting for 44.3 per cent.



The vast majority of the newly unemployed over the period fall within the grade 12 educational
category (77.2%). This is far in excess of this category’s share of the working age population,
even allowing for the classification of diplomas and certificates within this category. This may be
the result of two factors: the possible greater likelihood of higher educated individuals to be in
formal employment and covered by the UIF, and a possible higher probability of these individuals
relative to less educated individuals to claim upon losing their jobs.



Both contract expiry and retrenchment grew in importance amongst all termination reasons
associated with the flow into unemployment, while dismissals declined. This occurred within the
City, as well as in the province as a whole. Contract expiry, though, is a less common termination
reason relative to the province as whole. The period since 2008 has seen an increase in the
proportion of terminations that ended employment spells of between 13 and 60 months, and a
decline in the proportion ending employment spells in excess of 60 months (five years). Such a
pattern is consistent with a rise in retrenchments and non-renewal of fixed term contracts and the
application of last-in-first-out rules.
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2.

Economic Outlook

2.1

Introduction

This chapter provides a concise macro-economic overview of the Cape Metropolitan
Area (CMA) economy. The chapter commences – by way of background – with a
brief discussion of global, national and provincial economic developments and
prospects. In the final section, the macro-economic review & outlook for the CMA
economy is considered. In Chapter 3 a more in-depth sectoral analysis follows of the
CMA economic growth and prospects.

2.2

Global, National & Provincial Economic Developments

At the time of writing much uncertainty prevailed regarding the world economic
outlook, with Middle East tensions (surrounding Iran’s nuclear ambitions) and
European sovereign debt concerns still dominating the risks on the forecasting
horizon. Global economic growth also slowed down during 2011 and is expected to
remain under pressure in calendar 2012. Having said that, the early part of 2012
presented encouraging evidence of some improvement: the USA economy is
performing better than expected and the Chinese economy seems to have avoided
a hard landing, while financial markets have responded well to the latest plans in
Europe to rescue the Euro and central bank efforts around the globe to stimulate
economic activity.
There appears to be grounds – despite current uncertainties – for a more optimistic
outlook over the next three to five years. The baseline outlook is for global demand
conditions to be compromised by the fiscal austerity in key developed countries, i.e.
while growth should recover from the 2011/12 slowdown it is unlikely to become
robust any time soon. The risks contained in the outlook are noted at the end of the
chapter.
Table 2.1

World Economic Growth Outlook: 2011 - 2013

Country

2011

2012

2013

Advanced countries

1.6

1.2

1.9

1.8

1.8

2.2

Developing Asia

-0.9

1.7

1.6

Euroland

1.6

-0.5

Germany

3.0

UK
Canada

USA
Japan
1

1

Country

2011

2012

2013

6.2

5.4

5.9

7.9

7.3

7.8

China

9.2

8.2

8.8

0.8

India

7.4

7.0

7.3

0.3

1.5

Latin America

4.6

3.6

3.9

0.9

0.6

2.0

Central & East Europe

5.1

1.1

2.4

2.3

1.7

2.0

Sub-Saharan Africa

4.9

5.5

5.3

Developing countries

The 17 Euro countries

Source: IMF World Economic Outlook Update – January 2012

According to the latest IMF world economic outlook update, the advanced
countries’ real economic growth will slow further to 1.2 per cent in calendar 2012,
from 1.6 per cent in 2011, mainly due to the drag of a mild recession in the Euro area
(forecast to contract by 0.5 percentage points in 2012). The recession in the Euro area
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has been triggered by rising long-term interest rates, the real economic impact from
deleveraging in the banking sector and efforts across the region to consolidate fiscal
positions. While other advanced and developing countries will be impacted by the
Euro area recession, internal demand conditions in key developing countries (such as
China and India) are also cooling down and expected to do so in 2012. While
concerns linger, the general expectation remains that the economic slowdown in
China will not evolve into a hard landing. Furthermore, the US economy performed
better than expected towards the end of last year and early in 2012, providing some
countervailing power. While global economic growth is expected to reach a nadir in
2012 following the recovery from the 2008/09 recession and the mid-2011 slowdown,
the underlying economic upswing is expected to remain intact.
Global real GDP growth is projected to return close to a four per cent level in 2013
again, more or less in line with the rate of growth registered last year, but significantly
slower compared to calendar 2010 (5.2 per cent). Significantly, real economic
growth in the Sub-Saharan region is projected to accelerate through 2012, i.e. the
only region for which this is the case in the IMF global outlook. Favourable growth
conditions in key African countries, the commodity-intensive demand from key
developing economies and the resource endowment of Sub-Saharan countries
supplying an uncertain world are factors explaining this deviation. (See Table 2.1 for
more detailed global GDP forecasts.)
Given the general slower global economic growth expected in 2012, demand-side
pressures on global inflation is also expected to recede. In developed countries
consumer inflation is projected to decline from 2.7 per cent in 2011 to 1.6 per cent
and in developing countries, from 7.2 per cent to 6.1 per cent. Declining commodity
prices underlie this inflation development; however, it appears that the major
commodity price indices have reached a nadir early in 2012. Speculative forces may
also play a role in view of the extraordinary monetary stimulus injected by central
banks in the major industrial countries. Furthermore, the international crude oil price is
poised above $125/b due to the Middle East tensions. This will tend to have a
negative impact on household consumption in non-oil producing countries and
therefore global economic growth. It also embodies a major short-term risk – see
below.
The South African economy did not escape the mid-2011 global economic
slowdown – real GDP growth slowed to 1.4 and 1.3 per cent respectively during the
middle quarters of the year. However, economic indicators hinted clearly towards
the end of 2011 and during the early part of 2012 that the economy was steering
clear of a renewed recession. Real GDP growth accelerated to 3.2 per cent
(quarter-on-quarter, annualised) during the fourth quarter of 2011. While CPI inflation
breached the upper 6 per cent target band (in October 2011) due to food and
energy price increases, interest rates have remained flat since November 2010 and it
would appear as if the private sector’s credit appetite is picking up again, including
positive developments on the private fixed investment front. This is a welcome
development given the dominance of the consumer in the early stages of the current
economic upturn (since the third quarter of 2009). Stronger employment creation is
also coming to the fore in providing sustenance to the economic upswing.
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Unfortunately, due to external factors and continued frustrating local infrastructure
and other bottlenecks, the medium-term outlook for the national economy remains
somewhat constrained.
Table 2.2

South Africa: BER forecast for selected economic variables: 2011 – 2013
Estimate
2011

Projections
2012

2013

Final household consumption expenditure

4.9

3.4

4.3

Government consumption expenditure

4.2

4.1

4.1

Gross fixed capital formation

4.2

4.5

5.4

Real GDE

4.1

3.9

4.7

Total exports

5.8

3.4

4.7

Total imports

9.0

7.2

8.1

Real GDP

3.1

2.8

3.6

CPI (Headline)

5.0

6.3

5.8

PPI (All items)

8.4

6.8

4.4

Inflation (annual averages)

Exchange rates (annual averages)
R/US$

7.25

7.88

7.65

R/Euro

10.08

10.03

9.86

R/Pound sterling

11.61

12.23

11.84

Source: Western Cape Government Budget Review, March 2012

The first eighteen months of the current economic upswing has been characterised
by strong real household spending in spite of the fact that employment creation
clearly lagged the general economic recovery. The SA Reserve Bank revised real
household spending growth upwards to 5.4 per cent year-on-year during the first half
of 2011; this compared to 1.2 per cent year-on-year growth in gross domestic fixed
investment and 3½ per cent overall real GDP growth over the corresponding period.
High nominal wage growth, lower inflation (at the time) and some recovery in
employment explain the growth in real household spending, which still had a weak
credit component; real personal disposable income grew by 5.6 per cent during the
first half of last year.
This growth tapered off during the third quarter of 2011 as inflation began rising and
nominal wage growth slowed down; this slowdown in consumer spending is expected
to persist during the first half of 2012, also as the stimulatory impact of prior interest
rate cuts fade. The good news is that particularly private fixed investment spending is
showing signs of responding to the cumulative improvement in general demand
conditions in the economy – see Figure 2.1. Whereas fixed investment spending was
slow to recover in the current economic upswing, with the building & construction
sector, for instance, only visibly emerging from recession towards the end of
2011/early 2012 (i.e. two years into the economic upswing), it gradually strengthened
and is likely to compensate for the slowdown in consumer spending. Combined with
the improved fixed investment trend, employment creation is also improving more
meaningfully. The RMB/BER business confidence index increased to a level of
52 index points during the first quarter of 2012, with more than half of the BER’s
business executive respondents reporting satisfactory general business conditions, i.e.
a confidence level which is typically conducive the more ambitious fixed investment
plans.
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Figure 2.1

Welcome recovery in private fixed investment spending

Unfortunately, the economy remains vulnerable on the demand-side to the global
economic slowdown in general and the recession in the Euro area in particular. The
BER forecasts real export growth to slow to 3.4 per cent year-on-year growth in 2012
compared to 5.8 per cent real growth estimated in respect of 2011. This factor,
combined with the impact of somewhat slower overall real consumer spending, is
likely to constrain overall real GDP growth in calendar 2012 forecast to come in
slightly below the 3.1 per cent registered during 2011, i.e. at 2.8 per cent. However,
given the more positive constellation of macro-economic forces at the start of 2012,
the likelihood of upside surprises has come to the fore – this too is a welcome change
to the overbearing adverse risks clouding the forecast horizon in recent times.
Table 2.3

South Africa: real GDP growth: calendar 2010/11

Sector

2010

2011 (qoq; annualised)
Q1

Q2

Q3

Q4

2011

Agriculture, forestry and fishing

0.5

-4.8

-9.5

-6.9

-5.0

Mining and quarrying

5.5

-4.6

-4.5

-17.8

0.7

0.2

Manufacturing

5.4

12.8

-8.8

-0.7

4.2

2.4

Electricity, gas and water

1.7

3.1

1.0

-2.6

1.2

1.3

Construction

0.9

1.2

0.8

1.8

1.9

0.8

Wholesale and retail trade, catering and
accommodation

3.5

2.4

5.2

6.1

5.2

4.4

Transport, storage and communication

2.0

4.1

4.3

2.3

2.9

3.3

Finance, insurance, real estate and business
services

2.0

5.3

2.7

4.5

2.3

3.5

General government

2.7

3.1

5.1

4.2

4.4

3.9

Community, social and personal services

-0.1

2.6

2.8

2.5

3.0

2.4

Total: Real GDP growth

2.9

4.6

1.0

1.7

3.2

3.1

Source: Statistics SA
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On the production side of the economy, a number of positives presented themselves
as contained in Statistics SA’s release of the fourth quarter of 2011’s GDP figures – see
Table 2.3:


The overall real GDP growth rate, i.e. 3.2 per cent (quarter-on-quarter,
annualised), came in slightly better than expected.



The growth in the retail, wholesale, catering and accommodation sector did
taper off, but remained robust at above 5 per cent, reflecting the sustained
strength of the consumer sector.



Most heartening was the reported recovery in the manufacturing sector, which
bounced back from a mild contraction of 0.7 per cent during the third quarter to
4.2 per cent during the fourth quarter. Manufacturing business confidence also
increased during the first quarter of 2012, albeit evident that export demand was
faltering as reported by the BER business opinion survey in the sector.



The extremely adverse conditions in the local mining industry during the third
quarter of 2011 also flattened out during the fourth quarter; but unfortunately
protracted striking activity in the Rustenburg platinum mining industry deepened
the problems again.



Finally, the gradual improvement in the construction sector continued during the
fourth quarter and signified the equally gradual acceleration of fixed investment
spending, both in the public and private sectors. The FNB/BER’s building
confidence index jumped notably during the first quarter of 2012, with the
improvement in the non-residential building sector particularly strong.

In all, the SA economy appears to be settled on a 3 per cent odd growth trajectory.
As fixed investment spending continues to recover and hopefully exports accelerate
again next year, real GDP growth is forecast to accelerate to 3.6 per cent in 2013 and
further closer to 4 per cent over the medium term. The key risks contained in this
outlook pertain to the recession in Europe, which may deepen against the current
expectation, which will impact negatively on global economic growth and that of
South Africa. Secondly, a further spike in the crude oil price will also impact
negatively on the world economy (with investor risk aversion leading to possible
financial volatility) and domestic household budgets via higher transport costs. In the
event of these risks not materialising, the economic outcome may be better than
outlined here.
On the inflation front, pressures are beginning to mount. While rising food & energy
prices were the main culprits causing CPI inflation to breach the upper 6 per cent
band of the government’s inflation target, core CPI inflation also accelerated to
3.9 per cent during the second half of 2011 compared to 3.1 per cent during the first
half of last year. In fact, CPI inflation is projected to accelerate to 6½ per cent by the
middle of 2012 on the back of higher food & energy prices and housing costs. For
calendar 2012, CPI inflation is projected at 6.3 per cent and is then forecast to slow to
5.8 per cent in 2013 – see Table 2.2. Whilst this inflation trajectory would normally have
invited a tightening of monetary policy, this is not expected to happen before next
year due to the global uncertainties and pending the outcome in terms of core
inflation (which excludes the direct impact of food & energy price increases).
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The Western Cape economy grew by an estimated 3.6 per cent last year following on
a contraction of 1.2 per cent in 2009 and recovery growth of 3 per cent in calendar
20101. This compares to 3.1 per cent real growth in the national economy last year
and 2.9 per cent growth in 2010 and a contraction of 1.4 per cent in 2009. The
Western Cape economy therefore continued to grow faster than the national
economy, it also experiencing a milder recession in 2008/09. In fact, as Figure 2.2
shows, the growth-outperformance of the Western Cape economy was sustained
throughout the 2000s.
This resulted, inter alia, from the province hosting a
proportionately larger share of the fastest growing services industries in the country,
such as finance, insurance and business services and retail, wholesale, catering &
accommodation (the latter linked to the tourism industry).
Figure 2.2

Western Cape economy continues to outperform the rest of South Africa

7.0
6.0
5.0

Per cent

4.0
3.0
2.0
1.0
-1.0
-2.0
2001

2002

2003

2004

2005

SA (ex Western Cape)
Average SA (ex Western Cape)

2006

2007

2008

2009

2010

Western Cape
Average Western Cape

Source: Western Cape Government: Provincial Budget Review, February 2012

A significant feature of the Western Cape economy’s recovery growth in calendar
2010 is the bounce back of the manufacturing sector – from a deep contraction of
8.6 per cent in real GDPR during calendar 2009, real growth recovered by 5 per cent
in 2010. The manufacturing sector contributes 17.3 per cent of the provincial GDPR.
The manufacturing recovery was broad-based in the sector – only the clothing &
textile and electrical machinery industries did not share in the recovery.
The largest sector in the province, driving the region’s growth over the past decade,
i.e. finance, insurance, real estate & business services, grew by 3.6 per cent in 2010,
following marginal positive growth of 0.2 per cent in the recessionary year, 2009. Due
to its size (accounting for close to a third of the provincial GDPR), this sector made the
largest contribution to real economic growth during calendar 2010. The only broad
sector that continued to contract in calendar 2010 was agriculture, forestry and
fishing. This sector accounts for 4 per cent of the provincial GDPR and contracted by
1
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1.8 per cent in 2010 (on top of a 1.3 per cent contraction in 2009). Whilst, the direct
contribution of the sector to the regional economy is relatively small, the picture
changes when the backward and forward inter-industry linkages are considered. The
contraction in the sector does not bode well for employment in the province as farm
worker layoffs have been a feature in the sector over the 2000s.
Table 2.4

Western Cape: Growth forecast for real GDPR, 2011 – 2016

Sector

2011e

2012f

2013f

2014f

2015f

2016f

Average
annual
growth,
2011 - 2016

Agriculture, forestry and fishing

4.4

2.7

2.7

3.5

3.9

3.9

3.4

Mining and quarrying

4.3

1.1

0.9

1.0

1.1

1.1

1.1

Manufacturing

3.0

2.4

3.4

3.5

3.4

3.4

3.2

Electricity, gas and water

1.1

3.3

3.2

3.3

3.3

3.3

3.3

Construction

1.9

2.5

3.7

4.1

4.2

5.0

3.9

Wholesale and retail trade, catering and
accommodation

4.0

3.7

4.1

4.0

4.0

4.0

4.0

Transport, storage and communication

4.8

4.9

5.5

5.7

5.5

5.6

5.4

Finance, insurance, real estate and business
services

4.0

4.1

4.3

4.8

4.9

5.0

4.6

Community, social and personal services

3.0

2.9

3.0

3.0

3.2

3.2

3.0

General government

2.4

2.3

3.5

3.3

3.5

3.5

3.2

Total: Western Cape

3.6

3.5

4.0

4.2

4.3

4.4

4.0

Source: Western Cape Government: Provincial Budget Review, February 2012 (e = estimate; f = forecast)

Considering the outlook for the Western Cape economy, it is necessary to first look
back to last year – see Table 2.4 for estimates of the broad sectoral growth pattern in
calendar 20112. Key features of the estimated regional growth pattern in 2011
include:


Real value-added growth in the agricultural, forestry & fishing sector is estimated
to have recovered by 4.4 per cent, i.e. contrary to the national outcome of a mild
contraction in 2011.



Following the healthy bounce back in manufacturing real value-added in
calendar 2010 (i.e. 5 per cent, year-on-year), real growth is estimated to have
tapered off to 3 per cent in 2011. This is in sympathy with the national slowdown in
the sector during the middle quarters of 2011 due to external economic
developments and worker strikes during the third quarter. The estimated 3 per
cent growth rate is slightly faster than the 2.4 per cent growth rate registered for
the national manufacturing sector.



Real value-added in the construction sector is estimated at 1.9 per cent, i.e.
slightly faster than what realised nationally (0.8 per cent), but generally lagging
the economic recovery. As noted above, the most recent economic indicators
point to greater buoyancy in the sector going forward.

2

Whilst the national account statistics are available for the full year, the provincial data is officially only
available up to and including calendar 2010. The growth rates shown in Table 2.4 are therefore
estimates at this stage based upon so-called ‘back casts’ by the BER/Quantec Research econometric
and regional input-output models.
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The region’s services industries are all estimated to have accelerated through last
year compared to calendar 2010, in line with the national trend. Real valueadded in the retail, wholesale, catering & accommodation and finance,
insurance, real estate & business services sectors are estimated to have come in
at 4 per cent and in transport & communication at 4.8 per cent. These sectors are
the mainstay of the Western Cape economy in term of real growth over the 2000s.

The outlook for the Western Cape economy across the nine broad sectors is
contained in Table 2.4. The fastest growing sectors are projected to be transport &
communication (with the latter-mentioned sub-sector in particular explaining the
outperformance) at 5.4 per cent real GDPR growth per annum over the period 2011
to 2016; finance, insurance, real estate & business services, 4.6 per cent; and retail,
wholesale, catering & accommodation, 4 per cent. The construction sector is
projected to grow at 3.9 per cent per annum over the corresponding period,
manufacturing at 3.2 per cent per annum and agriculture, forestry & fishing at 3.4 per
cent. The general government and the community, social & personal services sector
is projected to grow at 3.2 per cent and 3 per cent per annum respectively.
In all, Western Cape real GDPR growth is projected to come in at 4.1 per cent per
annum over the period 2012 to 2016, which may be slightly ahead of the projected
national economic growth performance; however, represents a slight downward
adjustment from the five-year forecast contained in the PERO 2011 report (projecting
growth of 4.2 per cent per annum, 2011 - 2015). The focus now shifts to the subregional economic outlook and more specifically that of the Cape Metropolitan Area
(CMA) economy.

2.3

The Cape Metropolitan Area (CMA) Economy

2.3.1

Current Profile – growth & employment trends in a provincial context

Figure 2.3

Cape Metro: Sub-regional breakdown, 2010
GDPR (% share 2010)
Other
17.8%
Somerset West
2.5%

Cape Town
34.6%

Blue Downs
3.3%
Goodwood
3.4%
Brackenfell
3.7%
Durbanville
3.9%
Parow
4.0%
Khayelitsha
5.2%

Source: Quantec Research
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The CMA is South Africa’s second wealthiest metropolitan area in terms of GDP; the
value of its GDPR measured R250 billion in calendar 2010, i.e. close to 11 per cent of
SA’s GDP. In fact, almost three quarters of all Western Cape economic activity is
concentrated in the CMA; GDPR generated in the CMA accounted for 73.6 per cent
of Western Cape GDPR in 2010 – see Figure 2.4. The municipal breakdown of the
CMA’s GDPR is provided in Figure 2.3; the Cape Town municipality generated more
than a third of the CMA GDPR. The second largest municipality in the region is
Mitchell’s Plain (9.2 per cent); third is Bellville (6.5 per cent); fourth is Milnerton (6 per
cent) and fifth is Khayelitsha (5.2 per cent). The eleven largest municipalities (in terms
of GDPR) shown in Figure 2.3 accounts for more than 80 per cent of the CMA GDPR.
Figure 2.4

Cape Metro economy in provincial context, 2010

Composition of WCape GDPR

Composition of non‐Metro GDPR
Central
Karoo
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26.4%
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27.5%

Source: Quantec Research

It follows that the CMA drives real economic growth in the Western Cape – its real
economic growth rate for all practical purposes corresponds with that of the Western
Cape – see Figure 2.5. The chart also highlights the fact that CMA real economic
growth – along with the Western Cape – has outpaced that of South Africa during the
2000s, a point noted in the first section of Chapter 2 above.
Figure 2.5

Cape Metro: Real GDPR growth versus Western Cape and RSA, 1995 - 2010

8
7
6
yoy % change

5
4
3
2
1
0
-1
-2
1996

1998

2000

2002

Cape Metro

2004
Western Cape

2006

2008

2010

RSA

Source: Quantec Research
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Real GDPR growth averaged 4.1 per cent per annum in the CMA over the period
2000 to 2010, in line with that of the broader Province; however, two of the smaller
Districts in the Western Cape outpaced the larger CMA, namely Eden (5.1 per cent
per annum, 2000 - 2010) and Overberg (5 per cent per annum) – see Figure 2.6 and
Table 2.5. During the years of economic expansion (i.e. 2000 to 2007), real GDPR
growth in the CMA averaged 5 per cent per annum, but that tapered down sharply
to 1.7 per cent per annum (2008 to 2010) due to the impact of the global 2008/09
recession. In calendar 2009, i.e. at the depth of the recession, real GDPR growth
contracted with 1.2 per cent.
Figure 2.6

Western Cape District Municipalities: Real GDPR growth during 2000s
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Table 2.5

Cape Metro employment and GDPR trends, 2000 - 2010

Sector

Agriculture, forestry and fishing
[SIC: 1]
Mining and quarrying [SIC: 2]
Manufacturing [SIC: 3]

GDPR
(% share)

Employment
(number)

GDPR
Yoy%

Expansion
Yoy%

Recession
Yoy%

2005 - 2010

2010 vs 2000

2000 - 2010

2000 - 2007

2008 - 2010

1.3

85

10.8

9.8

13.7

0.1

303

-0.8

0.4

-3.8

17.1

-64 325

2.4

3.5

-0.8

Electricity, gas and water [SIC: 4]

1.7

898

3.9

5.2

0.5

Construction [SIC: 5]

3.9

-16 558

7.3

8.4

4.6

Wholesale and retail trade, catering
and accommodation [SIC: 6]

15.3

55 121

4.0

5.5

0.0

Transport, storage and
communication [SIC: 7]

10.9

2073

5.2

6.5

1.9

Finance, insurance, real estate and
business services [SIC: 8]

34.6

43 711

5.5

6.5

2.8

5.3

17 236

2.8

3.4

1.2

9.7

37 408

1.8

1.2

3.3

100.0

75 951

4.1

5.0

1.7

Community, social and personal
services [SIC: 92, 95-6, 99, 0]
General government [SIC: 91,94]
Total: Cape Metro Area
Source: Quantec Research/CER
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The CMA is a vibrant city economy, host to spectacular natural beauty, an
international airport and a harbour, and with a strong financial, real estate and
business service sector, accounting for more than a third of the CMA’s GDPR in 2010.
The financial and business services sector, along with other services industries, such as
retail, wholesale, catering and accommodation (15 per cent of CMA GDPR),
transport & communication (11 per cent), is the mainstay of the CMA economy, in
turn the mainstays of the Western Cape economy (Figure 2.7). Apart from the
services industries, manufacturing accounts for 17 per cent of GDPR; however, a stark
feature of the manufacturing performance has been the heavy job losses that
occurred over the 2000s – no less than a cumulative 81 000 jobs were shed on a net
basis in the manufacturing and construction sectors in the metro over this period; the
secondary sector accounts for 23 per cent of CMA employment. The job losses in the
secondary sector were made up for by net employment creation to the tune of
155 000 in the region’s rapidly growing services industries – see Table 2.5.
Figure 2.7

Cape Metro economy: Sectoral composition – GDPR and employment,
2005 - 2010
GDPR (% share)
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Source: Quantec Research

The finance, insurance, real estate & business services sector grew by 5.5 per cent per
annum over the period 2000 to 2010, the transport & accommodation sector by
5.2 per cent per annum and the retail, wholesale, catering & accommodation sector
by 4 per cent per annum. The fastest growing sector over this period was the
agricultural sector (11 per cent per annum); however, this sector only contributes
1.3 per cent of CMA GDPR. The construction sector (growing by 7.3 per cent per
annum and contributing 4 per cent of GDPR) also expanded rapidly, partly
stimulated by the infrastructure building activity linked to the hosting of the 2010 FIFA
World Cup. Given the size of the CMA, its pattern of growth corresponds to that of
the Province, with this one difference – the CMA hosts a comparatively bigger
financial & business services sector and a comparatively smaller agricultural sector
compared to the other districts.
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Table 2.6

Cape Metro real GDPR growth by municipality, 2000 – 2010*

Sector

Cape Mitchell's
KhayeDurban- Bracken- Good- Blue Somerset Cape
Bellville Milnerton
Parow
Town
Plain
litsha
ville
fell
wood Downs West
Metro

Agriculture, forestry and
fishing

10.4

11.2

9.8

10.0

11.7

10.1

12.8

Mining and quarrying

-1.5

-1.2

-1.2

1.7

-0.3

-2.2

Manufacturing

1.8

3.5

2.1

2.1

3.5

0.8

Electricity, gas and water

2.9

4.8

3.0

3.8

5.6

Construction

6.4

8.2

7.0

8.5

Wholesale and retail trade,
catering and accommodation

3.0

5.0

3.9

Transport, storage and
communication

4.5

6.2

Finance, insurance, real
estate and business services

4.8

Community, social and
personal services

13.3

10.1

13.5

10.3

10.8

3.3

1.6

3.8

2.0

-1.8

0.8

-3.9

-0.8

1.7

4.1

0.7

2.3

5.4

2.4

4.5

3.3

6.2

2.6

3.9

7.7

6.4

9.3

8.4

7.7

9.3

6.1

7.3

4.0

6.0

3.5

6.7

4.2

3.6

5.7

2.9

4.0

5.6

5.8

6.3

4.5

8.7

6.2

4.9

6.7

4.1

5.2

6.8

5.9

5.5

6.9

5.3

8.6

7.1

5.6

7.0

4.7

5.5

2.2

4.0

1.7

2.9

6.1

1.9

4.7

3.7

1.8

5.2

2.8

2.8

General government

1.0

2.9

0.8

2.0

4.9

1.0

3.8

2.8

0.9

4.0

1.5

1.8

Total

3.4

5.1

4.3

4.3

5.8

3.4

7.0

5.1

4.0

5.6

3.3

4.1

* The eleven largest towns contributing in all 82 per cent of the Cape Metro GDPR in 2010.
Source: Quantec Research

Considering the growth in the CMA by municipality, the following features can be
noted:


Given its size (accounting for more than a third of CMA GDPR), Cape Town’s real
GDPR grew noticeably slower (3.4 per cent per annum) compared to some of the
smaller municipalities over the period 2000 to 2010. However, due to its size, it
made by far the strongest contribution to the cumulative growth of the CMA over
the 2000s, i.e. 28 per cent (Figure 2.8).



Considering only the 11 largest municipalities (accounting for a combined 82 per
cent of CMA GDPR – see Table 2.6), the fastest growing municipality over the
2000s was Durbanville, growing at 7 per cent per annum in real terms; followed by
Khayelitsha (5.8 per cent per annum), Blue Downs (5.6 per cent), Mitchell’s Plain
(5.1 per cent) and Brackenfell (5.1 per cent). The fast growth of Durbanville is
noteworthy particularly in view of the diversified nature of its growth over the
2000s (see below).



Other of the larger municipalities, which grew above average, includes Bellville
and Milnerton, both growing by 4.3 per cent per annum over the corresponding
period.



Including the smaller municipalities, there is a whole list of sub-regions that grew at
double-digit rates from a low base; included here are municipalities ranging from
Du Noon (growing by 15 per cent per annum over the period 2000 to 2010) to
Fisantkraal, Joe Slovo Park, Witsand, Lwandle, Lekkerwater, Nomzamu and
Imizamu Yethu (the latter growing by 10 per cent per annum). However, the
combined contribution of these municipalities to CMA GDPR in 2010 was 1.1 per
cent only.
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The following smaller municipalities also put in above average growth
performances in terms of real GDPR, i.e. ranging from Gordon’s Bay (4.2 per cent
per annum) to Guguletu, Langa, Crossroads, Kraaifontein, Kuilsriver, Noordhoek,
Mamre, Mfuleni, Sir Lowry’s Pass, Masiphumelele, Exelsior and Pella (9.9 per cent
per annum). The combined contribution of this list of municipalities to CMA GDPR
in 2010 was 8 per cent.



Figure 2.8 shows the 15 largest contributing municipalities in terms of real GDPR
growth, i.e. when the actual average real growth rate over the 2000 to 2010
period is weighted by the size of the municipality; these 15 municipalities – led by
Cape Town – accounted for 92 per cent of CMA GDPR in 2010 and could
therefore be regarded as the drivers of economic growth in the district.

Figure 2.8

Weighted per cent contribution to GDPR growth by municipality, 2000 –
2010
Cape Metro: Municipalities
27.7%
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Other munis
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4.5%

Brackenfell

4.4%

Blue Downs

3.3%

Parow

3.2%

Goodwood

2.6%

Kuilsriver
Kraaifontein
Somerset West

2.2%
1.9%

Guguletu

1.2%

Strand

1.2%

Eersteriver

1.1%

Atlantis

1.0%

0.0%

5.0%

10.0%
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20.0%

25.0%

30.0%

Weighted % contribution: 2000 - 2010
Source: Quantec Research

As noted the growth of Durbanville (i.e. the seventh largest municipality in terms of
GDPR in the CMA) is noteworthy for its degree of diversification. The financial &
business services sector, transport & communication and retail, wholesale, catering &
accommodation sectors grew well above average and stand out in the list of eleven
largest municipalities (shown in Table 2.6).
The growth of the agricultural,
manufacturing and construction sectors also stand out (when compared with the
average growth in the CMA). Likewise – but to a lesser extent – the broad-based
growth in the Blue Downs, Brackenfell, Khayelitsha and Mitchell’s Plain municipalities is
worth mentioning. More detail analysis of the municipal and sectoral growth and
employment trends follows in Chapter 3.
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2.3.2

CMA Goods Trade – exports and imports to foreign countries

The CMA economy has close linkages with the other Western Cape district
economies and beyond within the borders of South Africa, as well as trade linkages
with the rest of the world. While more than half of the region’s GDPR was traded in
2010, the goods export share in GDPR amounted to only 17 per cent on average over
the 2005 - 2010 period3; the balance of goods trade is made up of imports,
suggesting the Metro is running a sizeable trade deficit – see below. While the
municipal economy is impacted by developments in the region, the country and the
world, the focus in this section is on the latter, i.e. what does the CMA goods export
profile to foreign countries look like. It is important to gain a good understanding in
this regard. Firstly, the Western Cape Government has identified exports to be an
important catalyst for faster and more equitable economic growth in the Province
(see PERO, 2011). Secondly, a proper understanding of the CMA export profile will
assist in translating the implications from the macro-economic trends in the country
and the rest of the world to the district municipal level.
Figure 2.9

Cape Metro goods export profile, 2005 – 2010
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Ave % share 2005 - 2010
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Source: Quantec Research

The CMA goods exports were valued at R35.3 billion in 2010 and consisted mainly by
manufactured goods, albeit not exclusively – agriculture, forestry & fishing
contributed close to 20 per cent of goods exports over the 2005 to 2010 period on
average and mining & quarrying, 6.7 per cent (Figure 2.9). The remaining almost
three quarters of CMA goods exports are dominated by three industries, i.e. petrochemicals (40 per cent of manufacturing exports), food & beverage processing
(20 per cent) and metals & machinery (15 per cent). Radio, TV & electrical
apparatus, automotive and furniture & other industries each contributed around
6 per cent of CMA goods exports over the corresponding period.

3
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Figure 2.10 Cape Metro import profile, 2005 – 2010
Cape Metro Area:
Ave % share 2005 - 2010
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On the import side, half of the CMA’s goods imports are mining-related (i.e. mainly oil
imports feeding the Chevron refinery in Milnerton), also explaining in large part the
trade deficit of the CMA. The other half of CMA imports are manufacturing-related –
see Figure 2.10. Once again, close to 40 per cent of manufacturing imports originate
from the petro-chemicals industry; other large importers in the district are metals &
machinery (15 per cent), clothing & textiles (12 per cent) and food & beverage
processing (12 per cent).
Figure 2.11 Cape Metro: Real goods exports versus goods imports during the 2000s
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Considering the growth of exports and imports, the flat trend in the CMA’s goods
exports is concerning; in fact, including the impact from the 2008/09 recession, the
volume of exports has contracted between 2000 and 2010 – real growth is estimated
at -0.7 per cent per annum over the 2000 to 2010 period if the bumper export year of
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2000 is excluded; 2.4 per cent per annum when 2000 is included. In contrast, goods
import volumes expanded vigorously, particularly over the 2006 to 2008 period; real
goods import growth averaged 10 per cent per annum during the years of economic
expansion, i.e. 2000 to 2007; however, contracted equally sharply over the 2009/10
period due to the impact of the recession – see Figure 2.11. More analysis of the trade
performance of the CMA follows in Chapter 3.

2.3.3

Macro Implications/Overview: CMA

The Western Cape economic performance in general – and that of the CMA in
particular – will be influenced by the external and infrastructural factors noted in the
first section above. At the time of writing, the Western Cape economy appeared to
be – in line with the national economy – embarked on an economic upswing from
the third quarter of 2009 – see the close relationship in the industrial growth trends
between the global, South African and Western Cape economies, Figure 2.12.
Figure 2.12 Co-movement in industrial growth trends: Global, RSA and Western Cape

The economic slowdown during the middle quarters of 2011 appears to have been of
a temporary nature, mainly influenced by adverse external conditions. According to
Quantec Research estimates, the CMA economy grew by 2.5 per cent during
calendar 2010, i.e. the first full year of economic recovery. This compares to a real
growth rate of 3.0 per cent registered by the Western Cape economy in 2010, which
was slightly faster than the national real GDP growth rate of 2.9 per cent. The
estimated real GDPR growth rate for the Western Cape economy in 2011 is 3.6 per
cent and forecast for 2012 at 3.5 per cent. The economic upswing is therefore
projected to continue over the short to medium term, which should be the same for
the CMA. Real growth of the CMA economy is projected at around 3½ per cent over
the short term. Following from the discussion in the first part of this chapter, the
following macro-economic trends – impacting on the CMA – avail themselves:
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risks (Euro crisis and Middle East war), the early part of calendar 2012 delivered
hopeful news, bolstering more upbeat views regarding the international
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economy.
Having said that, the news is positive in that no double-dip
recessionary leg of the business cycle is anticipated – the growth trajectory should
improve, albeit slowly through 2012, but will remain constrained by the mediumterm fiscal challenges faced by the developed world.


Domestically, the economic recovery has been consumption-led and the signs
are there that a switch to bigger fixed investment spending will be taking place
over the near term. In fact, real consumer spending may come under some
pressure during 2012 due to higher inflation (driven, in turn, by higher food and
energy prices), lower nominal wage increases and an adverse impact from the
2012 National Budget, which impacted negatively on middle to higher earners’
after-tax income take. A factor which is likely to mitigate the impact on overall
real household spending, is encouraging signs of improved employment creation,
particularly once the fixed investment cycle reach critical mass. Employment
creation has improved, but as long as production capacity utilisation in the
manufacturing sector, for instance, remains at current undesirable levels, the
impact will be limited; this may only change gradually in a 3 per cent odd- growth
environment.



Nonetheless, after almost three years into the economic upswing and with interest
rates poised at low levels for the past 18 months, one should expect private fixed
investment responding to the buoyancy in general demand conditions. The
Government – at all three tiers – is also strongly committed to stepping up
infrastructure fixed investment spending.



On the financial side, one may start seeing upward pressure on interest rates from
the end of this year/early next year. Furthermore, exporters should not expect
much relief from a depreciating exchange rate. Given the constellation of
external forces, SA’s commodity exposure, the keen demand for commodities in
the faster-growing developing countries of the world and the insatiable demand
for investment returns by advanced country money managers, it is not expected
that the rand will move far from its purchasing power parity trajectory, albeit that
the possibility of volatility in exchange rate movements can never be excluded.
(See Table 2.2 for key exchange rate and interest rate assumptions).

The CMA will benefit from the re-acceleration of global economic growth during the
course of 2012. While the Euro financial crisis has tended to impact negatively on
incoming tourism from one of the Western Cape’s key source markets, the latest
tourism indicators point to a meaningful recovery in the local sector, i.e. a sector
suffering from an oversupply of accommodation in the wake of the Soccer World
Cup. Food & beverage processing exports to Europe may encounter bigger difficulty
given the projected recession in the region during 2012; in this regard the imperative
is clear in that new markets in developing countries should be exploited (such as the
Far East, Middle East and the rest of Africa). The more upbeat external economic
conditions will also be supportive to firms in the BPO sector, as well as general business
services exports.
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Table 2.7

Cape Metro employment and GDPR trends, 2000 - 2010; GDPR forecast,
2011 - 2016

Sector

Employment
(number)

GDPR
Yoy%

Expansion Recession
Yoy%
Yoy%

Forecast
Yoy%

2000 - 2010 2000 - 2010 2000 - 2007 2008 - 2010 2011 - 2016
Agriculture, forestry and fishing [SIC: 1]
Mining and quarrying [SIC: 2]

85

10.8

9.8

13.7

7.1

273

-0.8

0.4

-3.8

1.7
3.0

-64 325

2.4

3.5

-0.8

898

3.9

5.2

0.5

3.1

Construction [SIC: 5]

-16 558

7.3

8.4

4.6

4.1

Wholesale and retail trade, catering and
accommodation [SIC: 6]

55 121

4.0

5.5

0.0

4.0

Transport, storage and communication
[SIC: 7]

2 073

5.2

6.5

1.9

5.4

Finance, insurance, real estate and business
services [SIC: 8]

43 711

5.5

6.5

2.8

4.2

Community, social and personal services
[SIC: 92, 95-6, 99, 0]

17 236

2.8

3.4

1.2

2.9

General government [SIC: 91,94]

37 408

1.8

1.2

3.3

2.8

Total: Cape Metro

75 951

4.1

5.0

1.7

4.0

Manufacturing [SIC: 3]
Electricity, gas and water [SIC: 4]

Source: Quantec Research/CER

Factors specific to the CMA, which are likely to play a role in the short to medium
term economic outcome, include the expansion of the Cape Town International
Convention Centre (CTICC); initiatives to develop and deepen infrastructure in the
Metro (such as the rollout of broadband internet services). In all, real GDPR is
projected to accelerate from 2.5 per cent in 2010 to around 3½ per cent last year
and this year, reaching 4.3 per cent per annum over the 2014 to 2016 period, and
averaging 4.0 per cent per annum, 2011 to 2016. Finance and business services,
transport & communication and the retail, wholesale, catering & accommodation
sectors (including the role of tourism) are likely to be the drivers of growth; the
manufacturing sector is also expected to put in a better performance compared to
the 2000s – see Table 2.7 for more detail and refer to Chapter 3 for a deeper sectoral
analysis and forecast.
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3.

Economic Growth: A Sectoral Analysis

3.1

Introduction

This chapter links closely with the previous chapter in deepening the analysis of the
sectoral economic growth performance of the Cape Metropolitan Area (CMA)
economy over the 2000s, as well as considering the outlook for economic growth and
employment creation in the metro. The chapter is divided into three sections: in the
first section, a sectoral analysis is made of the CMA economic growth, employment
and trade performance over the 2000s, including a specific focus on the agricultural
sector; and in the second section the outlook is considered in view of the range of
constraints and challenges facing the metro economy. In the latter-mentioned
section information generated from a small municipal survey is disseminated. In the
third section, the dti’s range of industrial incentives and latest policy initiatives, as well
as other developing country experiences with 2nd and 3rd tier government industrial
support initiatives, come under the spotlight and made applicable to the CMA.

3.2

Sectoral Economic Growth in the 2000’s

In Chapter 2 the leading role of the CMA in the broader Western Cape economy was
outlined; it accounts for 73 per cent of the Western Cape GDPR and its real growth
rate over the 2000s is almost identical to that of the Province, namely 4.1 per cent per
annum (2000 - 2010). Whereas the CMA hosts a proportionately bigger financial &
business services sector compared to the other district economies, its agricultural
sector is proportionately smaller. The leading growth sectors during the 2000s were
finance, insurance, real estate & business services, transport & communication, retail,
wholesale, catering & accommodation and construction; these industries were also
the net job creators. Manufacturing on the other hand continued to lose ground and
was characterised by heavy job losses – see the widening gap between real GDPR
growth in the sector and the employment trend, Figure 3.4. The corresponding
picture in the services sector (Figure 3.8) is less stark, albeit clear that the net job
growth lagged the growth of the sector4.

4

It should be noted that the deviation between the indexed real GDPR and employment lines in the
charts is not altogether strange or unacceptable. It may reflect productivity improvements, in which
case the employment elasticity of growth is likely to be less than unity. However, it may also reflect
mechanisation, particularly in manufacturing, which may then be interpreted as a worrying trend. The
fact is that policy should be directed at maximising the employment elasticity – or labour absorption –
of growth. From Figure 3.4 and Figure 3.8 it is clear that there is room for improvement in the CMA
economy in this regard.
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Table 3.1

Cape Metro GDPR at basic prices – sector composition, 2005 – 2010
Cape Mitchell's
KhayeDurban- Bracken- Good- Blue Somerset Cape
Bellville Milnerton
Parow
Town
Plain
litsha
ville
fell
wood Downs West
Metro

Sector
Agriculture, forestry and
fishing
Mining and quarrying

0.7

1.6

0.6

0.7

1.9

0.5

0.7

1.6

0.6

1.1

2.5

1.3

0.2

0.1

0.1

0.3

0.1

0.1

0.1

0.2

0.1

0.1

0.1

0.1

15.9

23.5

11.0

14.0

19.9

12.9

11.9

14.2

12.3

26.1

18.3

17.1

Electricity, gas and water

1.0

1.4

1.8

2.2

1.5

1.2

1.2

2.8

1.4

2.0

1.1

1.7

Construction

3.4

5.2

1.6

2.3

8.4

2.5

1.9

3.4

2.1

5.4

5.8

3.9

15.2

17.2

11.1

16.7

20.5

14.8

12.7

13.2

13.7

15.3

15.2

15.3

Transport, storage and
communication

9.5

12.0

10.2

14.2

11.3

12.8

9.2

15.3

17.0

12.8

6.9

10.9

Finance, insurance, real
estate and business
services

37.8

25.1

49.1

37.9

25.3

37.2

50.6

35.5

39.8

21.5

35.7

34.6

Community, social and
personal services

6.3

4.3

5.0

4.3

3.8

5.7

4.8

3.8

3.1

5.6

7.3

5.3

7.2

9.7

Manufacturing

Wholesale and retail trade,
catering and
accommodation

General government
Total

10.1

9.5

9.4

7.6

7.3

12.3

6.8

9.9

10.0

10.2

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0 100.0

* The eleven largest towns contributing in all 82 per cent of the Cape Metro GDPR in 2010.
Source: Quantec Research

Table 3.2

Cape Metro GDPR at basic prices – municipal composition, 2005 – 2010

Sector

KhayeDurban- Bracken- Good- Blue Somerset Cape
Cape Mitchell's
Parow
Bellville Milnerton
litsha
ville
fell
wood Downs West
Metro
Town
Plain

Agriculture, forestry and
fishing

18.2

Mining and quarrying
Manufacturing

11.9

3.3

3.2

7.8

1.5

2.1

4.7

1.6

2.9

4.9

100.0

39.7

6.5

4.4

12.1

3.8

2.4

3.9

3.7

2.5

1.6

1.7

100.0

32.4

12.8

4.1

4.8

6.0

3.0

2.6

3.0

2.4

5.1

2.6

100.0

Electricity, gas and water

21.7

7.7

7.2

8.0

4.7

2.9

2.7

6.1

2.8

3.9

1.6

100.0

Construction

30.0

12.2

2.7

3.4

11.3

2.6

1.9

3.2

1.8

4.5

3.7

100.0

Wholesale and retail trade,
catering and
accommodation

34.3

10.3

4.7

6.5

7.0

3.9

3.2

3.1

3.0

3.3

2.5

100.0

Transport, storage and
communication

29.7

10.1

6.2

7.9

5.3

4.8

3.3

5.2

5.3

3.8

1.6

100.0

Finance, insurance, real
estate and business
services

37.7

6.7

9.2

6.5

3.8

4.3

5.6

3.8

3.9

2.1

2.5

100.0

Community, social and
personal services

41.0

7.3

6.1

4.8

3.8

4.3

3.5

2.6

1.9

3.5

3.5

100.0

General government

36.1

9.1

6.3

4.7

4.0

5.1

2.7

3.7

3.5

3.5

1.9

100.0

Total

34.6

9.2

6.5

6.0

5.2

4.0

3.9

3.7

3.4

3.3

2.5

100.0

* The eleven largest towns contributing in all 82 per cent of the Cape Metro GDPR in 2010.
Source: Quantec Research

Table 3.1 and Table 3.2 respectively show the sectoral composition of the eleven
largest CMA municipalities (accounting for 82 per cent of CMA GDPR) and the
municipal breakdown by sector (for these eleven municipalities) of the CMA. These
tables inform the discussion to follow, namely the growth performances of the
agricultural, forestry & fishing sector, as well as the manufacturing and services sector
in the CMA.
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3.2.1

Agricultural Sector

As may be expected, the agriculture, forestry & fishing sector is relatively small in the
CMA – it contributes only 1.3 per cent of CMA GDPR (Figure 3.1) and accounts for
2.8 per cent of CMA employment. Due to data limitations it is not clear what the subsector breakdown of the agriculture, forestry & fishing broader sector is; however, it is
likely that the Cape Town wine farms, animal products (e.g. chickens) and the fishing
industry account for much of the primary sector economic activity in the CMA.
Figure 3.1 also highlights the municipal breakdown of the agriculture, forestry & fishing
sector, showing the leading contributions of the City of Cape Town (18 per cent),
Mitchell’s Plain (12 per cent) and Khayelitsha (8 per cent).
Figure 3.1

Cape Metro Agriculture, forestry & fishing sector in context, 2010

Composition of Cape Metro GDPR

Agriculture, forestry & fishing: Municipal breakdown, 2010

Agric,
forestry &
fishing,
1.3%

Cape Town,
18.2%

Other munis,
37.8%

Mitchell's
Plain,
11.9%

Khayelitsha,
7.8%

Parow,
1.5%
Goodwood,
1.6%

Other
sectors,
98.7%

Durbanville,
2.1%
Blue Downs,
2.9%

Somerset
West,
4.9%

Milnerton,
3.2%

Bellville,
3.3%

Brackenfell,
4.7%

Source: Quantec Research

Whilst growing off a low base, it is noteworthy how fast the agriculture, forestry &
fishing sector grew over the 2000s. Real GDR growth in the sector averaged 11 per
cent per annum between 2000 and 2010; in fact, it did not contract during the
recession, but rather accelerated – see Figure 3.2. Growth was appreciably faster in
the Blue Downs, Durbanville and Brackenfell municipalities, tripling in size between
2000 and 2010; in fact, all the municipalities in Figure 3.2 exhibited strong growth in
their agriculture, forestry & fishing sectors, albeit coming off a low base. The sector
also succeeded in maintaining its workforce on balance during the 2000s, in spite of
some job losses during the recession.
In all, the strong growth of the agriculture, forestry & fishing sector in the CMA is a key
factor in the sub-regional economy as it is to be expected that equally strong forward
and backward industry linkages will exist, particularly in terms of food processing.
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Figure 3.2

Cape Metro Agriculture, forestry & fishing sector by municipality: 2000 –
2010
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3.2.2

Manufacturing & Services

The manufacturing sector accounts for 17 per cent of CMA GDPR and is
concentrated in the City of Cape Town, which contributed one third of GDPR in 2010;
beyond Cape Town, the sector is well represented in the other leading CMA
municipalities, particularly in Mitchell’s Plain (accounting for 12 per cent of CMA
manufacturing GDPR) – see Table 3.1 and Table 3.2. From a sector composition point
of view, manufacturing activity is particularly important in the Mitchell’s Plain (24 per
cent) and Blue Downs (26 per cent) municipalities.
Figure 3.3

Cape Metro manufacturing sector composition, 2005 - 2010
GDPR (% share)
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Figure 3.3 highlights the sub-sectoral make-up of the CMA manufacturing sector. The
first remark to be made is that the sector is well diversified. The largest sub-sector in
terms of GDPR is petro-chemicals (linked to the Chevron oil refinery in the region), but
in terms of employment, it is the clothing & textiles industry, as well as the metals &
machinery sector which features as the largest. Food & beverages, wood & paper
products and furniture are also important industries in the CMA, both in terms of their
contributions to GDPR and employment absorption.
Figure 3.4

Cape Metro manufacturing sector: Real GDPR versus Employment growth,
2000 – 2010
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However, when the employment trend in the CMA is considered over the period 2000
to 2010, it is the heavy job losses which occurred in in these industries – clothing &
textiles (26 900), food & beverages (10 400), furniture & other industries (5 200), metals
& machinery (4 800) – which account for the bulk of the adverse trend; the tempo of
job losses accelerated during the recessionary years, i.e. 2008 to 2010 (see
Chapter 4). In fact, on balance job losses occurred in all 10 manufacturing groups in
the CMA over the 2000s. As the primary sector to employ semi- and unskilled labour,
this trend in the CMA labour market is cause for serious concern.
Considering the sub-sectoral growth (Figure 3.5), the automotive sector outperformed the rest, followed by metals & machinery, radio & TV, electrical machinery
and furniture & other industries. It is clear from the chart that the recession had a
serious impact in 2009/10 across most sectors. The sub-sectors which registered the
lowest growth over the 2000s include wood & paper products (which actually
contracted on balance), non-metal minerals and food & beverages. The poor
growth of the food & beverage sub-sector is noteworthy in view of the favourable
growth in the agriculture, forestry & fishing sector noted above.
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Figure 3.5

Cape Metro manufacturing sector growth by sub-sector, 2000 – 2010
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From a municipal perspective, it is heartening to see that the localities outside the
City of Cape Town, hosting large manufacturing industries (in their respective sectoral
make-ups) also out-performed in terms of real GDPR growth, e.g. Blue Downs,
Mitchell’s Plain, Khayelitsha and Durbanville. Of the 11 largest municipalities depicted
in Figure 3.6, the slowest growing manufacturing industries are to be found in
Somerset West, Parow, Milnerton and Goodwood.
Figure 3.6

Metro manufacturing sector growth by municipality, 2000 – 2010
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Figure 3.7

Cape Metro Services sector composition, 2005 – 2010
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Moving to the services industries in the CMA, Figure 3.7 shows that all services subsectors are well represented in the CMA; in fact, more than 75 per cent of the CMA
economy is accounted for by tertiary industries. The largest services sub-sector in
terms of GDPR is business services and in terms of employment, retail & wholesale. The
finance & insurance industry is clearly an important one, more so in terms of GDPR
than in terms of employment. Furthermore, the local government and CSP services
feature as important employers and producers in the CMA.
Figure 3.8

Metro Services sector: Real GDPR versus Employment growth, 2000 –
2010
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Considering the growth trends in the CMA services industries, it is evident from
Figure 3.8 that the sector expanded strongly during the 2000s and only experiencing
a mild recessionary impact. It also managed to create jobs on balance, albeit that
the widening gap between the GDPR and employment trends is of some concern
(please see footnote 4). The outperformance of the communication and finance
industries compared to the other services industries in terms of GDPR growth is stark
and clearly suggest some form of comparative advantage – both these industries
more or less doubled in size between 2000 and 2010 (Figure 3.9). Business services
also grew slightly above average (4.4 per cent per annum).
Figure 3.9

Cape Metro Services sector growth by sub-sector, 2000 – 2010
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Given the close proximity of the various towns/suburbs in the CMA, it is to be
expected that all will grow more or less in line; this is more or less the picture in
Figure 3.10, albeit clear that five areas tended to outgrow the rest, namely
Durbanville (which received an atypical ‘recession boost’), Khayelitsha, Blue Downs,
Brackenfell and Mitchell’s Plain. The relative under performance of the Cape Town
tertiary sector is noteworthy; it could be linked to its size in the CMA.
Figure 3.11 to Figure 3.13 provide an overview of the overall sectoral growth patterns
in in the CMA. The first chart shows the broad sectoral categories (both GDPR and
employment growth); the second chart shows a ranking of the more detailed sectors
and the third chart shows weighted real GDPR and employment growth rates (i.e.
when the actual growth rates are weighted by the size of the respective sectors in
order to ascertain the relative contribution to the cumulative growth which occurred
in the CMA).
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Figure 3.10 Cape Metro Services sector growth by municipality, 2000 – 2010
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Whilst the agriculture, forestry & fishing sector was the fastest growing sector (11 per
cent per annum) it is also the smallest and therefore its overall contribution ranking
low in the third chart. Communication, construction and finance were all highgrowth sectors, with automotive, business services, electricity & water and retail &
wholesale being above-average growing sub-sectors in terms of real GDPR. In
weighted terms, the growth of the financial & business services sector stands out
(contributing 44 per cent of the cumulative growth in the CMA over the 2000s);
mainly due to the employment growth in the business services sub-sector, this sector’s
contribution to the cumulative employment growth in the CMA also ranks high,
explaining more than half of the growth. However, given the employment intensity of
the retail & wholesale sector as well as the relatively strong employment growth in this
sector (3.1 per cent per annum), its employment contribution leads in the CMA,
explaining close to 60 per cent of the overall employment growth in the Metro5. The
important role of tourism in this regard needs to be emphasised.
Given its size, the manufacturing sector is clearly an important sector overall,
contributing 9.4 per cent of GDPR growth over the 2000s; however, its negative
employment contribution is shocking. Figure 3.12 shows that all the manufacturing
sub-sectors subtracted from employment growth over the 2000s. When both size and
growth are considered (Figure 3.13), the retail & wholesale, business services,
government and CSP services are the leading employment creating sub-sectors in

5

The net contributions to employment growth in the CMA of the retail, wholesale, catering &
accommodation, finance, insurance, real estate & business services, the local government and
community, social & personal services add up to more than 100% as it compensated for the job losses
which occurred in the construction and manufacturing sectors.
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the CMA. Transport & communication is a key growth sector, but in terms of
employment it merely maintained its relative contribution, as did electricity & water,
mining and agriculture. The performance of the CMA labour market is investigated
further in Chapter 4.
Figure 3.11 Cape Metro broad sectoral growth, 2000 – 2010
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Figure 3.12 Cape Metro sectoral growth, 2000 – 2010
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Figure 3.13 Metro broad weighted sector contribution to growth, 2000 – 2010
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In all, it is clear that the CMA economy has evolved into a services-based economy;
not only are the leading services industries the mainstay of the region in terms of real
GDPR growth, but they also account for the bulk of the employment creation. In this
respect, the financial & business services and trade sectors (retail, wholesale, catering
& accommodation) are the leading industries. In terms of GDPR growth transport &
communication is also a key sector, as well as manufacturing. However, the
manufacturing sector’s employment record is dismal. In this regard, the government
and CSP services sector plays an important countervailing role, assisting to absorb the
surplus labour, along with the trade and business services sectors. In the next section,
the focus moves to the region’s foreign trade position.

3.2.3

Foreign Trade

It was noted in Chapter 2 that the CMA runs a sizeable goods trade deficit; in fact, as
Figure 3.14 shows the deficit grew strongly over the period 2000 to 2008, i.e. the years
of economic expansion. It tapered off again during the recession as the double digit
growth in imports subsided. In Chapter 2 it was also noted that the CMA mining
imports (mainly crude oil) explain the trade deficit. This aspect is corroborated in
Figure 3.15 where the net export ratios6 of the three main goods producing sectors,
i.e. agriculture, mining and manufacturing, are shown. Mining’s net export ratio
moves consistently at the bottom of the chart, i.e. close to -1, suggesting almost zero
exports from this sector compared to high imports (mining accounted for half of all
CMA goods imports in 2010).

6

The net export ratio is defined as the ratio of the trade balance (exports minus imports) to the sum total
of trade (exports plus imports) in the relevant sector. A reading of unity suggests healthy exports and
zero imports; conversely a reading of minus one suggests zero exports and high imports; a declining
tendency in the ratio suggests a deteriorating net trade position and conversely a rising ration suggests
an improving net trade position.
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Figure 3.14 Cape Metro Goods Trade Balance, 1995 – 2010
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Conversely, the net export ratio of agriculture is running consistently close to unity
(around 0.8), suggesting a healthy export contribution (measuring 20 per cent of total
CMA goods exports in 2010) compared to negligible imports. The other main reason
for the trade deficit is the negative net trade position of the manufacturing sector.
The manufacturing net export ratio improved between 1995 and 2002, however,
deteriorated precipitously from 2002 to 2006, after which it stabilised again, tending
marginally upwards. In all, the goods net trade ratio has drifted lower from -0.2 in
1995 to -0.5 in 2010. It follows that the region’s net goods trade position is not only
negative, but that it has trended downwards, albeit that the recession years brought
some relief as oil imports subsided.
Figure 3.15 Cape Metro Goods net export ratio, 1995 – 2010
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3.3

Sectoral Economic Outlook, 2012 – 2016

The foregoing analysis covered the sectoral growth performance of the CMA over
the 2000s in respect of real GDPR, employment and foreign trade. In Chapter 2 the
macro-economic overview was provided, including a medium-term outlook. The aim
of the current section is to provide a sectoral forecast of real GDPR growth only over
the 2011 to 2016 period. The section commences with a few methodological notes in
view of the complexity of the exercise. Thereafter some local CMA issues are
considered, i.e. both constraints and opportunities, in order to inform the forecasting
assumptions by sector. The final projections by major group/sector are provided in
Table 3.3 and only the major points informing the sectoral forecasts are discussed. In
the final section policy issues come under the spotlight.

3.3.1

Methodological Notes

The most straightforward way of forecasting real GDPR and jobs would be to take the
most recent PERO forecasts and apply them to the sectors, industries and job
opportunities in the CMA. This is a useful procedure as it indicates the future growth of
a district if its constituent economic sectors were to grow at the same rates as those
forecasted for the province. Although the latter assumption is hardly plausible, the
resultant forecasts may not deviate much from the actual growth path or from
forecasts based on different sectoral growth rates among the districts.
Economic sectors and industries are bound to grow at different rates within and
between the districts and municipalities making up the Western Cape Province. The
reason is that an economic sector may grow more rapidly or more slowly in a district,
say the West Coast district (WCD), than at provincial level simply because the
constituent industries in the WCD are different from and/or growing at different rates
from those applicable to the Province. It is, for instance, clear that real growth in the
WCD under performed compared to the Province due to a stronger presence of the
weaker growing agriculture, forestry & fishing and manufacturing sectors in the
district.
Generally, a district or municipality may experience economic growth essentially for
two reasons. Firstly, it may grow because it has a relative preponderance of sectors
and industries growing fast at the provincial level, i.e. it has a favourable industrial
structure. Secondly, it may grow because its sectors/industries have a locational
advantage vis-à-vis the same sectors/industries elsewhere in the province, i.e. it has a
favourable locational/competitive advantage. The relatively stronger growth of the
Saldanha Bay municipality may, for instance, (at least partly) be linked to the fact
that it hosts a vibrant harbour with flourishing fishing and surrounding industries; its
agriculture, forestry & fishing sector grew by close to 5 per cent per annum
(2000 - 2010) whilst contracting by close to 3 per cent per annum in the neighbouring
Bergrivier municipality.
To better understand the role played by these competitive advantages or
bottlenecks one should ideally decompose the notion of an “economic sector” and,
where appropriate, re-arrange activities into economic clusters. It is clear that an
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economic sector (e.g. agriculture) consists of several constituent and interrelated
economic activities, e.g. maize, storing, bagging & baking; fresh fruit, packaging &
canning; wine, bottling & corking – to mention only a few. These inter-linkages may
be taken much further and may well encompass different economic ‘sectors’ (as
officially defined). It is generally at this decomposed level that one is likely to find the
sources of success or failure of economic activities taking place within and between
particular sectors and industries in the West Coast and other districts and
municipalities in the province. But this is evidently a major task in its own right,
requiring much additional data, which may well be worth considering for future
research purposes.
In projecting the growth of a specific industry/sector at the district level one also has
to take cognisance of the historical growth trend, both during the years of economic
expansion and recession. Therefore the method applied in deriving the sectoral
forecasts below (Table 3.3) was to adjust the uniform sectoral growth assumption
(across the districts) where either the historical trend and/or specific factors (gleaned
from the municipal survey, for instance) suggested intervention. Whilst not entirely a
scientific exercise, this provides some basis for the district projections reported here.
As a starting point, and by way of illustration, one could at least consider some of the
“local issues” obtained from meetings and the municipal survey. For some districts, for
example, it may be possible to identify certain obvious local developments that may
well have a marginal effect on the PERO-based forecasted real GDPR growth rates.

3.3.2

Local issues – the Cape Metro District

Recent surveys by Wesgro (February 2007), Goldstuck (2012) and the HSRC
(December 2010) as well as the CER/Provincial Treasury’s municipal survey indicate
that the major growth constraints facing the CMA include high levels of crime, regular
disruptive protests (against poor service delivery) in the City and neighbouring
municipalities, unreliable and costly electricity supply, high telecommunication costs,
inadequate public transport, inefficient port facilities, and shortages of intermediate
level or vocational skills (e.g. artisans and other technicians). Economic growth may
also be compromised by the need to prioritise poverty relief programmes, which
include the provision of services such as water, sanitation, electricity, roads and
sidewalks in poor areas.
On the positive side, the CMA can look forward to several new investment projects,
including expansion of the CTICC, a new athletics stadium in Green Point and a new
casino in the City of Cape Town. In addition, the CMA, together with its constituent
municipalities and the provincial and national governments, are planning to upgrade
its road network, create dedicated bus transport between the city and its eastern
townships, acquire several new rail carriages and upgrade train stations, expand and
refurbish port facilities, develop new sources of energy (e.g. solar, wind and wastebased energies), increase and extend broadband capacity, and mobilise local and
global firms to assist with its learnership programmes and to support FET colleges and
private training providers. There are also plans afoot to export more value-added
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goods to emerging markets and expand local tourism through marketing initiatives in
the BRICS countries and the rest of Africa.
These infrastructure developments and export initiatives may well lower the costs of
producing higher volumes of goods and services in the CMA; and are bound to raise
the average annual GDPR growth rate well above the recent growth rates
experienced during and after the 2008/09 recession.

3.3.3

Economic Growth Outlook

Table 3.3 shows the broad sectoral outlook for real GDPR growth in the CMA in
relation to the foregoing ten years (i.e. 2000 to 2010) and compared to the projected
real GDPR growth in the wider Western Cape Province (rightmost column). Overall,
real GDPR growth is forecast to grow at 4.0 per cent per annum, i.e. slightly lower
than the average growth rate of 4.1 per cent per annum during the 2000s. This is in
line with the projected average growth rate for the Western Cape Province and is to
be expected given the size of the CMA economy. In fact, the sectoral growth rates
also correspond between that for the CMA and that for the Province; the deviations
are motivated as follows:


The strong growth of the agricultural & fishing sector is forecast to persist on the
assumption that producers are successful in diversifying markets to the developing
country regions (e.g. Asia, Africa and the Middle East). While the constrained
economic conditions in the Euro area may be an adverse factor, it is heartening
to see that the sector continued to perform well during the years of economic
recession. However, a real risk is related to environmental legislation, such as
carbon pricing initiatives; producers will need to adapt in this regard.



The CMA manufacturing sector is projected to slightly under perform the Province,
growing by 3 per cent per annum compared to 3.2 per cent. This under
performance is mainly due to the sector’s subdued track record over the 2000s.
The sector needs to move up the value chain and become competitive in export
markets; however, it is not clear to what extent this will transpire over the next
3 - 5 years.



The construction sector is not likely to boom as much as during the 2000s;
however, it may outperform the relatively pedestrian growth projected for the
Province (3.6 per cent per annum) given the City’s emphasis on infrastructure
development in the areas of transport, communications and logistics.



The projected growth for the CMA’s financial & business services sector is similar to
that for the Province; however, the composition of this growth may look different.
Business services are projected to grow relatively faster than the province in view
of BPO initiatives and the oil & gas support services industry development. On the
other hand the finance & insurance sector is forecast to grow somewhat slower
due to skills shortages, the liquidity constraints in the sector following the global
financial crisis and – in the insurance sector – due to policy lapses as a result of the
pressure on employment and real wages in the region.

39

MUNICIPAL ECONOMIC REVIEW AND OUTLOOK 2012

Table 3.3

CMA real GDPR growth outlook in provincial context, 2011 to 2016

Sector

GDPR
Yoy %

Expansion
Yoy %

Recession
Yoy %

CMA
Yoy %

WCape
Yoy %

2000 - 2010

2000 - 2007

2008 - 2010

2011 - 2016

2011 - 2016

Agriculture, forestry and fishing
[SIC: 1]

10.8

9.8

13.7

7.1

3.5

Mining and quarrying [SIC: 2]

-0.8

0.4

-3.8

1.7

1.6

Manufacturing [SIC: 3]

2.4

3.5

-0.8

3.0

3.2

Electricity, gas and water [SIC: 4]

3.9

5.2

0.5

3.1

2.9

Construction [SIC: 5]

7.3

8.4

4.6

4.1

3.6

Wholesale and retail trade, catering
and accommodation [SIC: 6]

4.0

5.5

0.0

4.0

4.0

Transport, storage and communication
[SIC: 7]

5.2

6.5

1.9

5.4

5.3

Finance, insurance, real estate and
business services [SIC: 8]

5.5

6.5

2.8

4.2

4.5

Community, social and personal
services [SIC: 92, 95-6, 99, 0]

2.8

3.4

1.2

2.9

3.0

General government [SIC: 91,94]

1.8

1.2

3.3

2.8

3.1

Total: Cape Metro

4.1

5.0

1.7

4.0

4.0

Source: Quantec Research/CER/WCG Budget Review, 2012

In all, whilst the prospects for a sustained (albeit constrained) global and national
economic recovery have moved into place, the outlook for the CMA has become
more favourable following the recessionary impact during calendars 2009/10. The
financial & business services sector is expected to remain the leading sector (in terms
of its size and less so in terms of its actual growth rate), along with transport &
communication (with the latter mentioned sub-sector mainly explaining the
outperformance in terms of real GDPR growth) and retail, wholesale, catering &
accommodation. Tourism is likely to continue playing a leading role in the CMA given
the natural beauty and attractions of the City and surrounding areas; however, also
in this sector it has become urgent to diversify tourist markets (e.g. the BRIC countries
and Africa). It remains to be seen if the adverse employment trend in especially
manufacturing can be arrested. This should be a priority area in view of the surplus
semi- and unskilled labour in the CMA. Selected policy issues are the topic of the next
section of the report.

3.3.4

Selected Policy Issues: Fiscal Decentralisation and Industrial Policy

Fiscal decentralisation
In an accompanying report entitled “Intergovernmental relations and fiscal
competencies” an overview is provided of recent changes in the fiscal responsibilities
and functions of the national, provincial and local governments in South Africa. The
report focuses on the revenue and expenditure assignments made by national
government to the provinces and municipalities (i.e. sub-national governments, or
SNG), as well as the latter’s “own income” and borrowing powers. These are then
compared with the situation in several comparable countries in Sub-Saharan Africa
(Ghana, Uganda, Swaziland, and Senegal), Latin America (Argentina), and
Southeast Asia (Malaysia).
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The study shows that South Africa is fiscally more decentralised than the comprador
countries, with the proportion of SNG spending to total government spending being
much higher in South Africa. But this does not mean that SNG in South Africa has
more autonomy as both the provinces and municipalities have to adhere to the strict
rules and conditions laid down by the national government. Being more
decentralised may well bring government closer to the people, but it also spreads the
burden of policy execution, monitoring and control more widely. It is small wonder,
then, that some provinces and many municipalities do not have the institutional and
technical capacities necessary to perform their respective tasks, which partly
account for their general lack of funding, especially at the municipal level.
Since 2008/09 both provinces and municipalities country-wide have consistently failed
to meet their corresponding capital (mostly infrastructure) expenditure budgets; with
actual infrastructure spending by municipalities constituting only 71 per cent of the
corresponding budgeted amounts during the same period (2012 Budget Review).
During the same years personnel expenditure among municipalities experienced
double digit growth annually – 15.1 per cent generally and 17.4 per cent in the case
of rural municipalities; thus raising questions about whether municipal budgets are
being allocated in accordance with prescribed priorities. It is partly for these reasons
that the WCP is currently budgeting for increased spending on developing capacity
and technical know-how at municipal level. The provincial government also plans to
promulgate legislation giving them the power to revoke money from municipalities
that have failed to spend their allocations, or have breached the conditions of their
funding.
Whilst these financing problems may be worse in districts and municipalities outside
the CMA, the challenges facing municipalities within CMA remain huge and urgent,
as is evidenced by widespread crime, the many protest actions against poor service
delivery, and regular disruptions of train services. These problems must be afforded
high priority if the CMA is to restore social stability and create a business-friendly
environment conducive to local and foreign investment.
Industrial Policy
From a longer term perspective both the new (national) industrial policy and the
accompanying growth initiative launched by the Department of Economic
Development may help alleviate the plight of districts and their constituent
municipalities. In another accompanying report, entitled “New industrial policy in
South Africa and implications for 2nd and 3rd tier governments in the Western Cape
Province”, a brief overview is provided of industrial policy in South Africa, covering
both the old and new approaches as well as financial and other support services on
offer to businesses generally and SMMEs in particular.
This second report emphasises that the economic case for industrial policy is based
on so-called market failures, including the need on the part of government to
disseminate relevant information to business enterprises and other stakeholders. It thus
identifies the many national and sub-national institutions that provide financial and
other forms of support to SMMEs. This is truly a long and varied list of support
organisations – the most important of which are discussed in Appendix 1 – and yet a
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recent survey of SMMEs (FinScope, 2010) found that the vast majority of businesses are
not aware of any of them, let alone make use of them. While governments generally
are responsible for a range of industrial and other development policies, they also
have to ensure that their target groups are fully informed about these policies –
evidently a necessary condition for success. It is clearly important that the WC
province, the CMA and the districts and municipalities play their part in acquiring and
disseminating such information to eligible SMMEs.
Apart from conditional and unconditional grants made available by the National
Treasury, there are several other grants available to districts and municipalities,
including the Municipal Infrastructure Grant and the National Electrification
programmes (see Appendix 1; also Deloitte Touche, 2010). While municipalities can
offer their own incentives, e.g. subsidised industrial sites and rates rebates, both
districts and municipalities can become involved in the dti’s new or broader – though
as yet provisional – policy of creating ‘spatial economic zones’ (SEZs) where
appropriate. The latter is supposed to encompass the current IDZs and is not restricted
by proximity to an airport or harbour. The main purpose of the new policy is still the
utilisation of potential competitive advantages that would not be realised if left to the
private sector alone. The policy aims to promote agglomeration economies through
the creation of input-output linkages between industries locating in the same zone or
location, which may require a range of additional infrastructure services and
incentives provided by each of the three tiers of government. Districts and
municipalities may thus begin the process of identifying potential SEZs by considering
appropriate clusters, or interrelated industries within a local supply chain, capable of
attracting private investment and achieving sustained growth.
As far as CMA and its municipalities are concerned, there are several possible SEZ
candidates. These include the maritime ship building & repair industry, together with
its immediate backward linkages; the oil & gas cluster and the relevant backward
and forward linkages; the Muizenberg technopark with its R & D linkages; the
(proposed) Cape health technology park with its pharmaceutical linkages; a
renewable energy production and manufacturing cluster; and the steel and minerals
production and manufacturing cluster. Within the manufacturing sector there may
also be several food processing chains worth considering for possible SEZ status.
Identifying such candidates may, however, be easier said than done as it is bound to
involve detailed research into both the cluster and the criteria and conditions
applicable to SEZ status.
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4.

Labour Dynamics

4.1

Introduction

The labour market is one of the key arenas in which macro-economic trends are felt
by the general public. The demand for labour is a derived demand, dependent on
the demand for goods and services in the economy and, as such, is subject to the
local, national and international economic fluctuations. In the past decade, it was
only once the South African economy began to achieve sustained relatively high
rates of growth that jobs were created in sufficient numbers to lower unemployment,
while the impact of the recent recession on the South African labour market has
been severe and long-lasting.
Their labour is, for many individuals, their most valuable asset and the source of the
bulk of their lifetime earnings. As such, the labour market is central to the resolution of
the twin challenges of poverty and inequality. Greater employment is typically
associated with greater aggregate labour income, as well as lowered dependency
ratios, thereby lowering poverty, while an increase in the absolute number of wage
earners would serve to lower South Africa’s extremely high level of inequality.
The aim of this chapter is to provide an overview of labour market trends within the
City of Cape Town. There are significant data constraints as far as the analysis of subprovincial labour markets is concerned and these are outlined in section 4.2. In
section 4.3, an overview of the Western Cape labour market is provided, focusing on
recent labour market trends and characteristics of the labour supply. This section
relies on data published by Statistics South Africa and, for the most part, is presented
at the provincial level. Section 4.4 uses a data source that has not yet been used for
this type of labour market analysis, namely claimant data from the Unemployment
Insurance Fund (UIF). This data is not perfect, nor universal in coverage, but provides a
useful proxy measure for the flow of workers into unemployment at the municipal
level. This allows the identification of trends within the municipal labour market that
may be distinct from provincial trends.

4.2

Data

The key challenge in the analysis of provincial labour markets in South Africa is data.
There are broadly-speaking three types of data that can be used for labour market
analyses – household survey data, firm survey data or administrative data – each with
their own strengths and weaknesses.
The main household survey used to analyse labour market trends in South Africa is the
Quarterly Labour Force Survey (QLFS), conducted by Statistics South Africa. This is a
nationally representative survey, covering in the region of 100 000 individuals, and has
been conducted quarterly since 2008Q1. The QLFS has the advantage that it asks
individuals themselves about their labour market activities, allowing for the
identification of activities that are defined as employment in line with guidelines from
the International Labour Organisation (ILO). The constraint in terms of working with the
QLFS at a provincial level is sample size: the smaller the sample, the less certain we
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can be that changes observed in the data are real changes. Statistics South Africa
does not publish sub-provincial geographical variables in the QLFS – the survey is not
designed to be representative at that level – and, as a result, sub-provincial labour
market analyses are not possible using this data.7
The second set of data sources – firm surveys – seek to quantify employment by
speaking to firms. In South Africa, the results of Statistics South Africa’s main firm survey
are published in the Quarterly Employment Statistics (QES). This survey has the
advantage that it is able to quantify actual employment from the perspective of
employers, with the result that sectoral employment information may be more
accurate than that derived from household surveys. However, it has numerous
disadvantages, including the inability to measure informal sector employment. From
the perspective of sub-national labour market analyses, the QES suffers from what is
termed the ‘headquartering problem’: since firms are surveyed via their head offices
and provide data on total employment and total earnings for all employees, it is
impossible to geographically disaggregate QES data at all.
Administrative data, which is collected by government through its various
departments or programmes, represents the third data source. Administrative
datasets typically cover the full population of interest, which is a major advantage
over sample survey data. For example, administrative data on grant recipients held
by the South African Social Security Agency (SASSA) would include data on all grant
recipients, not just a sample of recipients. However, the key disadvantage of
administrative data is that it is not easy to access, particularly given the fact that
these datasets contain confidential and sensitive information.
The data constraints relating to this chapter are, therefore, clear: sample sizes are too
small and geographical information unavailable in the QLFS; and sub-national
disaggregation and the quantification of unemployment and informal sector
employment is impossible in the QES. As a result, we make use of the database of the
Unemployment Insurance Fund (UIF). The UIF maintains a database on contributors
(i.e. the employed who contribute to the UIF), beneficiaries (i.e. the unemployed who
claim UIF benefits) and employers. Individuals are only recorded in the database
while they are contributing and while they are claiming and, as a result, it is not
possible to know what they are doing when they are doing neither.
The major constraint in using UIF data for analysing the labour market is that it does
not have full coverage of the labour market. Specifically, the Unemployment
Insurance Act applies to all employees and their employers, except:


Employees employed for less than 24 hours a month with a particular employer,
and their employers;

7

Although there are other surveys that have sufficient sample sizes to begin to do sub-provincial
analyses, such as the 2007 Community Survey and the 10 per cent sample of the 2001 Census, the
labour market modules in these surveys are not detailed enough to provide an accurate picture of the
labour market. Further, these datasets are relatively old, are not repeated regularly to allow for
comparison and make use of boundaries that may have changed since.
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Employees who receive remuneration under a learnership agreement registered
in terms of the Skills Development Act, 1998 (Act No. 97 of 1998), and their
employers;



Employers and employees in the national and provincial spheres of government;
and



Persons who enter the Republic for the purpose of carrying out a contract of
service, apprenticeship or learnership within the Republic if upon the termination
thereof the employer is required by law or by the contract of service,
apprenticeship or learnership, as the case may be, or by any other agreement or
undertaking, to repatriate that person, or that person is so required to leave the
Republic, and their employers (Republic of South Africa, 2002: Unemployment
Insurance Act, 2001 (Act No. 63 of 2001): Section 3(1)).

Informal sector workers are not included in the data, nor are employees of noncompliant employers. In summary, the UIF data covers formal sector, nongovernment workers, who work for at least 24 hours per month for at least one
employer and whose employers make the required UIF contributions.
In theory, the UIF database should be useful source of information on employment
within covered sectors, acknowledging the effect of non-compliance by employers
on the accuracy of the information. Contributions received by the UIF on a monthly
basis could proxy employment, with contributors’ locational information allowing the
detailing of employment trends at a level of geographical disaggregation that is not
possible from survey datasets. Unfortunately, due to issues relating to missing postal
code information, it is not possible to use the contributor data to accurately track
employment at a sub-national level.
To proxy for unemployment is considerably more difficult. In fact, it is impossible to
provide an estimate of unemployment from the UIF data, given that claimants
disappear from the database once their benefits run out, unless they are reemployed and contributions resume. In other words, those who do not find work by
the time their benefits cease are no longer tracked in the database, but may be
either:


Employed in either the informal sector; national or provincial government; the
formal non-government sector, but for a non-compliant employer; the formal
non-government sector, but for less than 24 hours per month for a given
employer; or the formal non-government sector, but under a learnership
agreement; or



Unemployed, whether actively searching for employment or not; or



Economically inactive, whether temporarily or not.
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The same can be said of non-claimants.8 As a result, we use the data to investigate
the flow of individuals into unemployment, rather than trying to measure the stock of
unemployment at a given time. Importantly, it is not possible to use the data to
accurately quantify the flow out of unemployment, since the database would only
be able to track such a movement where an individual moves, without a time delay,
from claiming to contributing. Claimants in this data refer to individuals who lodged
unemployment claims against the Fund only.
Only where claims are lodged against the Fund are the records used in measuring
the flow into unemployment. The flow is based on the first day of unemployment, or
the day after the employment termination date. This is preferred to the claim date,
since claimants have up to six months to lodge their claims. So, if the termination date
is 31 December 2010 (2010Q4) and a claim is lodged on 15 April 2011 (2011Q2), the
flow into unemployment is dated 1 January 2011 (2011Q1).
There are three potential ways of allocating UIF claimants to geographical areas. First,
it would be possible to group individuals according to the UIF office through which
their claims were processed, although this would not be overly useful from the
perspective of this chapter. Second, it may be possibly to use the postal address of
the employer from the claimants’ latest employment stints, although there may be
headquartering problems and claimants may not live and reside in the same areas.
Finally, and this is the method used here, claimants can be allocated to geographical
regions based on their postal address (postal code). Unfortunately, the mapping
between postal codes and political boundaries is not perfect, but postal codes were
matched to post office names, which were matched to towns or suburbs, which were
then located within local and district municipalities.
A similar type of measure to that derived from the UIF data can be constructed using
QLFS data, by isolating all unemployed individuals who report having been without
work for less than three months. It is not identical to the UIF flow measure, but provides
an estimate of the newly-unemployed on a quarterly basis. The two measures are
presented in Figure 4.1 for the 16 quarters since 2008Q1. Since the levels between the
two measures will be different – the QLFS measures the move into expanded
unemployment, while the UIF data essentially quantifies new UIF claims – two different
scales are used.

8
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receiving their unemployment benefits, but for the purposes of this analysis they are assumed to be
unemployed.
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Figure 4.1

Source:

Movement into
2008Q1 - 2011Q4

Unemployment,
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vs.

UIF,

Western

Cape,

Own calculations, Department of Labour (2012), Statistics South Africa (various years).

The figure demonstrates that the trends between the two measures over the period
2008Q1 to 2011Q1 are broadly similar. Both measures see an increase in the flow into
unemployment during 2009, as the recession impacted on the labour market, and
generally remain relatively high until 2011Q1. Both measures see relatively steep dips
in the fourth quarters of 2009 and 2010, probably due to the end-of-year holiday
period. Nevertheless, in the analysis that follows, the limitations of this data source
need to be kept in mind: the UIF data can at best be seen as an indication of the
flow into unemployment from covered employment with compliant employers.
Further, disaggregation of the flows by various demographic and other covariates will
be affected if the likelihood of claiming from the UIF once unemployed is correlated
with these variables.

4.3

An Overview of the Western Cape Labour Market

4.3.1

Recent Labour Market Trends

The past three years have been characterised by a weak labour market in South
Africa. While employment appeared to edge upwards during 2008, it peaked by the
end of that year, as the effect of the international economic slowdown and the
domestic recession began to impact on the labour market (Figure 4.2). Employment
declined rapidly, falling by more 900 000 by 2009Q3, while a further 150 000 jobs were
lost over the following 12-month period (Development Policy Research Unit, (2011):
An Overview of the South African Labour Market from Quarter 2 of 2010 to Quarter 2
of 2011: 2). Employment has since been stagnant, although signs of a recovery have
recently begun to emerge.
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With the poor employment performance has come rising expanded unemployment.9
Expanded unemployment has risen from 5.1 million in 2008Q4 to peak at 6.7 million in
2011Q2, as the economy first shed jobs and then was unable to absorb new labour
market entrants into employment. As a result, the unemployment rate has risen
dramatically, from 26.6 per cent in 2008Q4 to 32.7 per cent by the end of 2011.
The Western Cape economy did not escape the labour market turmoil. Employment
at the end of 2011 is unchanged from three years earlier, at 1.85 million (Table 4.1). As
the working age population continued to grow (at an average annual rate of 1.7 per
cent per annum), the Province saw a rapid rise in unemployment. Narrow
unemployment grew by 11.0 per cent per annum between 2008Q4 and 2011Q4,
while expanded unemployment grew only slightly slower at 10.8 per cent per annum.
As a result, the provincial unemployment rate reached 23.0 per cent in 2011Q4
according to the expanded definition of unemployment, five percentage points
higher than in 2008Q4, while the narrow unemployment rate rose by a similar margin.
Disaggregating total employment into formal employment, informal employment
and employment in private households, it is clear that none of the three sectors saw
any significant change between 2008Q4 and 2011Q4 in the Western Cape. This is, to
a large extent, true of employment at the national level too. Nationally, however,
employment in private households – largely composed of domestic workers – has
declined significantly since 2008Q4, contracting by an average rate of 4.4 per cent
per annum. This equates to roughly 160 000 lost jobs in this sector.

9
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Two definitions of unemployment are utilised in this chapter. The narrow definition counts as
unemployed those persons of working age who were not employed during the reference week, were
actively seeking work or tried to start a business during the four weeks prior to the survey interview, and
would have been able to start work or would have started a business in the reference week. The
expanded definition includes discouraged workseekers amongst the unemployed. Discouraged
workseekers are individuals who were “not employed during the reference period, wanted to work, was
available to work/start a business but did not take active steps to find work, provided that the main
reason given for not seeking work was any of the following: no jobs available in the area; unable to find
work requiring his/her skills; lost hope of finding any kind of work” (STATISTICS SOUTH AFRICA 2008b.
Guide to the Quarterly Labour Force Survey. Pretoria: Statistics South Africa. Available:
http://www.statssa.gov.za ).
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National Trends
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Figure 4.2

One in ten jobs in the province are located in the informal sector. This share – 9.7 per
cent – is considerably lower than in the country as a whole, where the informal sector
constitutes 16.4 per cent of total employment. Compared to other African and other
developing countries, this is a low proportion, with South Africa’s informal sector as a
share of non-agricultural employment the second-lowest in Africa (after Mauritius)
and lower than those of Brazil, Argentina and Mexico (Western Cape Provincial
Treasury, Provincial Economic Review & Outlook (PERO) 2011: 105).
What makes it even more unusual is the high level of unemployment, since the
informal sector typically acts to absorb into employment those unable to find work in
the formal sector. Nevertheless, despite its relatively small size, the informal sector is a
critical means of support for more than two million South Africans and their
households. While formal employment growth remains weak in many areas of South
Africa, policy should recognise the important role that the informal sector plays and,
where possible, seek to reduce the risks associated with such activity. This is
particularly true at the local level, where policymakers’ ability to significantly impact
formal sector employment growth is often limited.
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Table 4.1

Labour Market Aggregates, 2008Q4 and 2011Q4

Western Cape
Working age population
Employment
of which…
Formal sector
Informal sector
Private households
Narrow unemployment
Narrow labour force
Expanded unemployment
Expanded labour force
Discouraged work seekers
Narrow unemployment rate (%)
Expanded unemployment rate (%)
South Africa
Working age population
Employment
of which…
Formal sector
Informal sector
Private households
Narrow unemployment
Narrow labour force
Expanded unemployment
Expanded labour force
Discouraged work seekers
Narrow unemployment rate (%)
Expanded unemployment rate (%)

2008Q4
Thousands

2011Q4
Thousands

Thousands

Change
Per cent

3 318
1 847

3 490
1 848

172
1

1 518
202
127
370
2 217
406
2 253
36
16.7
18.0

1 552
179
117
507
2 355
553
2 401
46
21.5
23.0

34
-23
-10
136
137
147
148
10
4.8
5.0

31 352
14 059

32 888
13 525

1 536
-534

1.6 p.a.
-1.3 p.a.

10 373
2 405
1 281
3 910
17 969
5 087
19 145
1 177
21.8
26.6

10 184
2 222
1 119
4 244
17 769
6 561
20 086
2 317
23.9
32.7

-189
-183
-162
334
-200
1 475
941
1 141
2.1
6.1

-0.6 p.a.
-2.6 p.a.
-4.4 p.a.
2.8 p.a.
-0.4 p.a.
8.9 p.a.
1.6 p.a.
25.3 p.a.

1.7 p.a.
0.0 p.a.
0.7 p.a.
-4.0 p.a.
-2.6 p.a.
11.0 p.a. *
2.0 p.a.
10.8 p.a. *
2.1 p.a.
8.9 p.a.
*
*

*
†
*
†
*
*
*

Note:

An asterisk (*) denotes a statistically significant change between 2008 and 2011 at the 95 per cent level of
confidence, while a dagger (†) indicates a statistically significant change at the 90 per cent level of
confidence.

Source:

Own calculations, Statistics South Africa (2009, 2012)

National labour market trends were very similar to Western Cape trends over the
period, except in one respect: growth in narrow unemployment was far more
subdued over the period for the country as a whole, with the effect of the recession
being seen far more strongly in discouraged workseekers and expanded
unemployment. Unemployment numbers using the narrow definition rose by 2.8 per
cent per annum nationally over the period, compared to growth of 8.9 per cent per
annum for expanded unemployment. The number of discouraged workseekers grew
by one-quarter (25.3 per cent) each year, nearly three times the pace observed in
the Western Cape. Discouragement – or the non-searching unemployed – is far less
common in the Western Cape than is the case nationally, as seen from the gap
between narrow and expanded unemployment rates. In the Western Cape, the
expanded unemployment rate is 1.5 percentage points higher than the narrow rate,
compared to 9.8 percentage points nationally.
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One way to measure the employment performance of the economy relative to
labour supply trends is by calculating the target growth rate of employment and the
employment absorption rate. The target growth rate (TGR) indicates how fast
employment would have to expand in order to provide jobs for all net entrants to the
labour market over the period and is defined, following Bhorat (2004), as:
,

,
,

where EAPk refers to the economically active population for group k, defined by
any covariate, and L is the number of employed group k individuals, expressed as
a percentage. Note that because this target growth rate captures the growth
required to provide employment to only the new entrants since 1995, it is
independent of the level of unemployment in the base year. Employment growth
at the target rate would reduce the group’s overall unemployment rate. The
employment absorption rate (EAR) is the ratio between actual employment
growth and the ‘target’ rate, simplified as:
,
,

,
,

The closer the EAR is to 100, the better the actual relative to the desired
employment performance.
Figure 4.3

Relative Employment Performance, 2008Q4 - 2011Q4
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Figure 4.3 presents the target growth and employment absorption rates for the
Western Cape economy between 2008Q4 and 2011Q4. In order to absorb the net
increase in labour force participants, employment would have been required to grow
by between seven and eight per cent per annum, depending on the unemployment
definition, over the three-year period. However, as was noted earlier, employment in
the Province over the period was stagnant and the employment absorption rate was
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below one per cent: actual employment growth was far below the required growth
rate.
The provincial labour market, therefore, remains under pressure. While employment
has returned to levels last seen in 2008Q4, employment changes post-recession are
not yet found to be statistically significant.

4.3.2

Labour Supply

Population Trends
The most recent estimates of the South African population put the Western Cape
population at approximately 5.3 million people, or roughly 10.5 per cent of the
national population (Statistics South Africa, 2011). The total fertility rate for the
province is estimated to have averaged 2.3 births per woman between 2006 and
2011, lower than both the national rate and the provincial rate for preceding fiveyear period.
Figure 4.4

Age Structure of the South African and Western Cape Populations, 2011
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The age structures of the provincial and national populations are presented in
Figure 4.4, with each bar indicating the proportion of the population accounted for
by a particular gender and five-year age group. Almost two-thirds (64.8 per cent) of
the provincial population are between the ages of 15 and 64 years, the working
ages. While those younger than 15 years account for 29.1 per cent of the provincial
population, just 6.1 per cent are 65 years or older. Nationally, the youth-adult-elderly
proportions are 31.3 per cent, 63.7 per cent and 5.0 per cent, indicating that the
national population is slightly younger than that of the Western Cape. This difference
is evidenced by the slightly narrower base and broader apex of the provincial
population pyramid when compared with that of South Africa.
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Typically, individuals of working age are responsible for the support of children and
the elderly. The extent of this burden on the working age population can be
measured using a dependency ratio, in this case the ratio of children and elderly to
working age adults. A higher dependency ratio indicates that working age adults are
relatively few and the burden of support is higher. In 2011, the dependency ratio in
the Western Cape is estimated at 0.54 (i.e. there were 54 children and elderly
individuals for every 100 working age adults), compared to 0.56 nationally.
Young populations represent significant opportunities and challenges for the labour
market and the broader economy. As larger and larger cohorts enter the working
ages, the dependency ratio will fall. As this happens, living standards may rise and
households may find their ability to invest in human capital, specifically that of their
children, is improved. However, this is all dependent on the economy being able to
generate sufficient jobs for these new labour market entrants, something that has
proven difficult around the world in countries with young populations. It is key,
therefore, that policymaking focuses on ensuring that the education and training
system is able to produce appropriately skilled and adaptable workers, while
promoting an economic environment that is conducive to employment growth.
While the age structure of the population is largely the product of fertility and
mortality within the Western Cape, it is also impacted by migration to and from the
rest of the country. In terms of internal migration, Gauteng and the Western Cape are
the country’s only real receiving provinces. Net migration over the five years until 2011
saw Gauteng gain 365 000 new residents, while the Western Cape gained roughly
95 000 (or just under 20 000 per year) (Statistics South Africa, 2011). Total flows are
larger, though, with roughly 205 000 individuals migrating to the Western Cape,
compared to the 110 000 who left. The majority of the migration flows to and from the
Western Cape involve Gauteng and the Eastern Cape: these two provinces account
for roughly two-thirds of out-migration from the Western Cape and three-quarters of
in-migration.
While there may be challenges and costs associated with being a net recipient of
migrants, migration benefits receiving regions through the introduction of a diverse
mix of individuals into the regional population. Importantly, migration represents an
important opportunity for receiving regions to attract skilled individuals, thereby
addressing skills shortages, while helping reduce potential local labour surpluses in
sending regions and stimulating local economies through the creation of remittance
streams from receiving to sending regions.
Characteristics of Labour Supply
The labour force is essentially the supply of labour. Labour force participants are
either employed or unemployed, but willing and able to work, and are therefore
offering their labour on the labour market. The labour force is related to the
population in the following way. Beginning with the provincial population, those who
are legally not allowed to work (specifically children under the age of 15 years) are
excluded, as are the elderly, defined here as being older than 65 years. The
population between the ages of 15 and 65 years is the working age population. Not
all individuals of working age are active in the labour market, however, due to
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reasons such as furthering education, illness or being a housewife. The proportion of
the working age population engaged in the labour force is termed the labour force
participation rate (LFPR), and is influenced by various factors including expected
labour market earnings, societal norms, the presence of other income earners within
the household and the expected probability of finding employment. The Western
Cape LFPR is high relative to the rest of the country: in 2011Q4, 68.8 (67.5) per cent of
the provincial working age population formed part of the expanded (narrow) labour
force, compared to 61.1 (54.0) per cent nationally.
A description of provincial labour supply characteristics is presented in Table 4.2. The
table provides a breakdown of the provincial expanded labour force based on the
2011Q4 QLFS, as well as provincial and municipal breakdowns of the working age
population based on the 2007 Community Survey.10 The majority of the provincial
labour force is Coloured (51.8 per cent), while 31.9 per cent are African and 15.9 per
cent are White. Men account for 52.6 per cent of the labour force despite women
outnumbering them within the working age population, due to the former group’s
higher LFPR.
As already noted, the country’s population is relatively young and, as a result, roughly
half the provincial labour force is under the age of 35 years. Just over one-third of the
labour force (34.4 per cent) is between the ages of 25 and 34 years, while just over
one-quarter (26.9 per cent) is between 35 and 44 years. Only 6.2 per cent of the
labour force is aged between 55 and 65 years of age.
Table 4.2

Labour Supply Characteristics in the Western Cape and the City of Cape
Town (per cent)

Total (‘000s)

Western Cape

Western Cape

City of Cape Town

(LF)
QLFS 2011Q4

(WA)
CS 2007

(WA)
CS 2007

2 401

3 540

2 382

0.55

0.47

0.46

African

31.9

30.2

34.5

Coloured

51.8

49.5

43.5

Asian

0.4

1.4

2.0

White

15.9

18.9

20.0

Dependency Ratio
Race

Gender
Male

52.6

48.4

48.2

Female

47.4

51.6

51.8

15 - 24 years

16.3

27.2

27.4

25 - 34 years

34.4

25.2

25.6

35 - 44 years

26.9

21.8

21.6

45 - 54 years

16.1

15.3

15.2

55 - 65 years

6.2

10.5

10.2

Age

10
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The use of the working age population in the 2007 Community Survey is due to shortcomings in this
survey’s ability to accurately capture labour market activities.
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Western Cape

Western Cape

City of Cape Town

(LF)
QLFS 2011Q4

(WA)
CS 2007

(WA)
CS 2007

Education
Less than Grade 10

28.6

39.2

Grade 10 - 11

23.0

26.0

35.0
27.3

Grade 12/Matric

30.7

18.9

20.0

Diploma/Certificate

9.5

8.2

8.8

Degree

6.2

6.2

7.6

Unspecified

2.0

1.5

1.4

Note:

Figures in the first data column of the table are for the Western Cape’s expanded labour force (LF), while
those in the remaining columns are for the working age population (WA).

Source:

Own calculations, Statistics South Africa (2008a), (2012).

Educational attainment amongst the provincial labour force remains an important
area for policy attention. In terms of the educational categories used below, the
Western Cape breakdown is very similar to the national breakdown. Over half of the
provincial labour force (51.6 per cent) has not completed matric, marginally lower
than the national proportion of 52.9 per cent. Three in ten labour force participants
have a matric certificate as their highest qualification, while 9.5 per cent are in
possession of a diploma and/or a certificate (either with or without a matric). Just
6.2 per cent of the provincial labour force has a degree, compared to 5.7 per cent
nationally and 8.7 per cent in Gauteng.
The working age population in the City of Cape Town appears to be slightly more
racially diverse than in the rest of the province. In 2007, 43.5 per cent of the working
age population in the City of Cape Town was Coloured, compared to 49.5 per cent
in the Province, while Africans, Asians and Whites were all more prevalent than in the
Province. In terms of gender and age, the City of Cape Town is no different than the
rest of the Province, with around 53 per cent of the working age population being
under the age of 35 years.
The City of Cape Town does, however, enjoy a better profile of educational
attainment than the Province as a whole. The City is home to fewer individuals
without matric (52.3 per cent compared to 55.2 per cent in the Province as a whole),
and more with degrees (7.6 per cent compared to 6.2 per cent). It is important to
keep in mind that, in terms of actual labour supply, the City of Cape Town is may be
even better off due to the inclusion within the working age population of those still
furthering their education (whereas these individuals are excluded from the labour
force).

4.4

Unemployment in the City of Cape Town

4.4.1

Overall Unemployment Trends

In this section, unemployment is analysed as the flow of individuals from employment
into unemployment, based on the UIF data. As noted earlier, since this data is taken
from the UIF database, the flow into unemployment includes only UIF claimants
whose previous employment was covered in terms of UIF legislation and whose
employers made the required contributions. The flow into unemployment is dated by
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the loss of employment, rather than by the date on which the claim against the UIF
was lodged (i.e. the jobless date, which is the day after the employment termination
date, as opposed to the claim date).
Figure 4.5

Source:

Movement into Unemployment in the City of Cape Town and the Western
Cape

Own calculations, Department of Labour (2012).

Based on this data, Figure 4.5 presents the flow of individuals into unemployment in
the City of Cape Town in comparison to that for the Western Cape. For comparison
purposes, an index value is used and the average quarterly flow for each in 2007 is
used as the base (i.e. 2007 = 100). During the course of 2008 and 2009, the flow into
unemployment rose significantly in the Western Cape, from an index value of 109.4 in
2008Q1 to 174.4 in 2009Q3, as the effects of the economic slowdown and uncertainty
were felt on the labour market. This trend is in agreement with that observed in the
QLFS over this period, in which both discouraged workseekers and expanded
unemployment were seen to rise. The flow of individuals into unemployment
remained high during the latter part of 2009 and for much of 2010: in the second and
third quarters of 2010, the flow into unemployment was roughly 65 per cent higher
than the average quarterly flow during 2007. By 2011Q1, however, the flow into
unemployment had declined to roughly 44 per cent higher than in 2007.
The figure suggests that the impact of the recession, as measured by the flow into
unemployment, has been relatively more severe in the City of Cape Town than in the
province as a whole. The index of the flow into unemployment for the City of Cape
Town remained above than that of the province in all 13 quarters of the period under
review. At the start of 2008, the flow into unemployment in the City of Cape Town was
already 24.9 per cent above the mean level in 2007. By 2009Q1, the index value had
risen to 172.2 and it remained above 170 until 2010Q1. The flow into unemployment
remained stable at just under 170 for the remainder of 2010, before falling in 2011Q1.
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Nevertheless, the flow into unemployment in 2011Q1 remained more than 50 per cent
above the mean quarterly flow during 2007.
Movement into Unemployment in the City of Cape Town
Number

2.0

0.0

0.0

Source:

2011Q1

10.0
2010Q4

4.0

2010Q3

20.0

2010Q2

6.0

2010Q1

30.0

2009Q4

8.0

2009Q3

40.0

2009Q2

10.0

2009Q1

50.0

2008Q4

12.0

2008Q3

60.0

2008Q2

14.0

2008Q1

Share/of/Provincial/Total/(per/cent)

Share
70.0

Thousands

Figure 4.6

Own calculations, Department of Labour (2012)

In absolute terms, the quarterly flow into unemployment rose from just over 9 200 to
more than 13 500 per quarter between 2008Q1 and 2009Q2, an increase of 47 per
cent (Figure 4.6). The quarterly movement into unemployment remained above
13 500 for three quarters and above 12 000 for a further four quarters before dropping
to just under 11 300 in 2011Q1. At this level, it is still 22.2 per cent higher than in the
corresponding quarter in 2008. Overall, the City of Cape Town has accounted for a
relatively stable proportion of the provincial flow into unemployment over the period,
ranging between 60.0 per cent and 68.0 per cent of the Western Cape total.
Overall, therefore, the UIF data for the City of Cape Town corresponds with the QLFS
data for South Africa, indicating a particularly negative impact on the labour market
during 2009. As noted, the QLFS data indicates a surge in expanded unemployment
and discouragement, while the UIF data indicates a rapid increase in the observed
flow into unemployment as UIF contributors lost their jobs in increasing numbers.

4.4.2

Characteristics of the Unemployed

Policymaking relating to unemployment and job creation requires an understanding
of the characteristics of the unemployed. This section presents disaggregations of the
flow into unemployment according to standard demographic covariates – gender,
age and education – as well as analysing the reason for the termination of
employment and the duration of the previous employment spell.11

11

Normally, the demographic covariates would include race. However, the UIF database does not store
this information.
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Demographic Characteristics of the Unemployed
Data from the household surveys indicate that women are more likely to be
unemployed and constitute the majority of the unemployed, irrespective of definition.
In 2011Q1, for example, women accounted for 51.3 per cent of narrow
unemployment nationally, with an unemployment rate of 28.2 per cent compared to
22.2 per cent for men (Western Cape Provincial Treasury, Provincial Economic Review
& Outlook (PERO) 2011: 112, 119). In the Western Cape, unemployment was evenly
split by gender, with the unemployment rate almost three percentage points higher
for women than for men.
The UIF data reveals that, in the City of Cape Town, women accounted for just over
two-fifths (41.5 per cent) of the total flow into unemployment over the period. This is
slightly lower than the 43.2 per cent share for the province as a whole. On a quarterly
basis, women accounted for between 37 per cent and 45 per cent of the flow into
unemployment (Figure 4.7). There does not seem to be any systematic variation in the
gender distribution of the flow into unemployment over time, although there is
tentative evidence that women actually accounted for a smaller proportion of the
flow into unemployment during periods where the flow was larger.
Figure 4.7

Source:

Movement into Unemployment in the City of Cape Town, by Gender

Own calculations, Department of Labour (2012)

In the Western Cape in 2011, approximately 72 per cent of the narrow unemployed
were aged between 15 and 34 years, while 26 per cent were aged 35 to 54 years
and just 1.6 per cent between the ages of 55 and 65 years (Western Cape Provincial
Treasury, Provincial Economic Review & Outlook (PERO) 2011: 112). Although the
inclusion of those older than 65 years in the upper age group may slightly impact on
the proportions derived from the UIF data, it is clear from Figure 4.8 that new UIF
claimants are more likely to be older than those in unemployment. For the 13 quarters
for which data is presented here, 35 to 54 year olds accounted for 44.3 per cent of
the flow into unemployment in the City of Cape Town, while 15 to 34 year olds and
those aged 55 years or more accounted for 42.1 per cent and 13.6 per cent
respectively.
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Using 2008 as a baseline, it appears that the labour market impact of the recession
was associated with an increase in the proportion of 15 to 34 year olds within the flow
into unemployment and a decrease amongst both older age groups. During 2008,
15 to 34 year olds accounted for 39.8 per cent of the flow into unemployment, rising
to 43.0 per cent between 2009Q1 and 2011Q1. In contrast, the share of 35 to 54 year
olds declined from 45.7 per cent to 43.7 per cent, while that of those aged at least
55 years fell from 14.5 per cent to 13.3 per cent. This may be due to various reasons,
such as young people being more likely to find themselves in precarious employment
or the implementation of last-in-first-out human resource rules that disproportionately
impact younger workers. A similar pattern is observed for the Western Cape as a
whole, with 15 to 34 year olds increasing their share of the flow into unemployment
from 42.0 per cent in 2008 to an average 44.6 per cent thereafter.
Figure 4.8

Source:

Movement into Unemployment in the City of Cape Town, by Age

Own calculations, Department of Labour (2012)

Educational attainment is negatively associated with the probability of
unemployment. In other words, the higher an individual’s education, the less likely
they are of being unemployed. At the same time, the educational profile of the
working age population and the pattern of skills demand in South Africa and the
Western Cape is such that the majority of the unemployed have not completed
grade 12. In the Western Cape, 52.5 per cent of the unemployed had incomplete
secondary education (grades 8 through 11) in 2011, while a further 15.9 per cent had
no secondary education (Western Cape Provincial Treasury, Provincial Economic
Review & Outlook (PERO) 2011: 112). This is a considerably higher proportion than
nationally, where 58.9 per cent of the unemployed have not completed matric.
The data on educational attainment in the UIF database is not very detailed and
includes a large and unusual category referred to as “special school certificate” that
has no official definition outside or inside the UIF. Nevertheless, since it is likely that the
majority of these individuals have matric certificates; this category is merged with the
grade 12 category in Figure 4.9. The vast majority of the newly unemployed in the City
of Cape Town over the period (86.2 per cent) fall within the grade 12 category. Just
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7.2 per cent have grade 10 or 11, 5.9 per cent have less than grade 10, and 0.7 per
cent have post-grade 12 qualifications. Given the dominance of the Grade 12
category in each quarter, there does not seem to be any discernible trend over the
period as far as educational attainment is concerned. If anything, the labour market
recession may have seen a surge in the flow of less qualified workers into
unemployment, although the effect seems to have been relatively short lived, lasting
from 2009Q2 to 2010Q2.
Figure 4.9

Movement into Unemployment in the City of Cape Town, by Education

Note:

Due to data problems, the educational category “Special School Certificate” is combined with the
“grade 12” category, since the former is likely to consist largely of matric certificates.

Source:

Own calculations, Department of Labour (2012)

For the Western Cape as a whole, the grade 12 category represents 77.2 per cent of
the flow into unemployment (nine percentage points lower than for the City of Cape
Town). For all lower educational categories presented, shares of the flow into
unemployment are higher for the Western Cape, reflecting the province’s slightly
poorer profile of educational attainment in comparison to that of the City of Cape
Town. For all three of these lower categories – less than grade 8, grade 8 or 9, and
grade 10 or 11 – shares of the flow into unemployment rose during 2009 and fell
during 2010 as the flow itself rose and fell. This may reflect these types of workers’
greater vulnerability to job losses during the recession, as well as a possibly higher
propensity for lower educated (and, therefore, often poorer) individuals to claim from
the UIF.
Prior Employment Characteristics of the Unemployed
This section analyses the flow into unemployment based on characteristics of the
unemployed individuals’ previous employment spell. Figure 4.10 presents a
breakdown of the flow into unemployment according to the reason for the
termination of employment, as provided in the UIF database. Within the Western
Cape sample for the period under review, nine possible termination reasons are
provided, the three most common of which are contract expiry, dismissal and
retrenchment (or staff reduction). These three categories account for 88 per cent of
all newly unemployed individuals in the Western Cape between 2008Q1 and 2011Q1.
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Figure 4.10 Movement into Unemployment in the City of Cape Town, by Termination
Reason

Note:

The ‘all other’ category includes: business closed; constructive dismissal; death of domestic employer;
insolvency/liquidation; retirement; and voluntary severance package.

Source:

Own calculations, Department of Labour (2012)

The effect of the recession on the City of Cape Town labour market is evident in the
changing proportions of the three main termination reasons over the period.
Retrenchments accounted for just under 25 per cent of the flow into unemployment
during the first half of 2008, rising to 33.3 per cent in 2009Q2, making it the leading
termination reason in 2009Q1 and 2009Q2. In all but two quarters since 2008Q3,
retrenchments have accounted for more than 27 per cent of the flow into
unemployment in the province. Similarly, contract expiry has grown in importance: in
the first half of 2008, contract expiry was responsible for less than 24 per cent of the
flow into unemployment, rising to around 30 per cent in most quarters since. The
middle two quarters of 2010 saw contract expiry account for between 33 per cent
and 38 per cent of the flow into unemployment. Both of these termination reasons
point to an active scaling back of employment amongst UIF-contributing employers
in the City of Cape Town during and after the recession, together seeing their share
of the flow into unemployment rising from less than 48 per cent in the first half of 2008,
to over 60 per cent during 2009 and 2010.
Dismissals, in contrast, experienced a decline in importance during the recession,
even though the absolute number increased. The share of the flow into
unemployment attributable to dismissals fell from 37.9 per cent in 2008Q1 to 28.8 per
cent in 2009Q1, and breached 30 per cent in only two quarters since 2009. As the
labour market stabilised after the recession, however, it appears that dismissals have
grown in importance again, accounting for 33.4 per cent in 2011Q1.
The City of Cape Town differs from the province as a whole in that contract expiry is a
less common reason for the termination of employment spells than in the rest of the
province. Provincially, for the period as a whole, expired contracts account for
37.1 per cent of the flow into unemployment, with dismissals and retrenchments
accounting for 26.2 per cent and 24.7 per cent respectively. As a result,
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retrenchments are at no point the leading reason for the flow into unemployment in
the province as a whole. Instead, expired contracts are the leading termination
reason amongst the newly unemployed in all but the first quarter of the period, when
dismissals account for 33.9 per cent of the flow into unemployment.
The data reveals a degree of seasonality in the proportion of the newly unemployed
whose previous employment spell had lasted no more than 12 months, both in the
City of Cape Town and in the province as a whole (Figure 4.11). While 30.8 per cent
of all terminations in the City of Cape Town between 2008Q1 and 2011Q1 ended
employment spells of up to 12 months, the share ranged between 26.4 per cent and
34.7 per cent. In the Western Cape as a whole, 38.0 per cent of terminated
employment spells were up to 12 months in duration. Employment spells of up to
12 months accounted for a particularly large share of terminations in the third quarter
of each year and a particularly small share during the first quarters. The only year in
which this did not apply was 2008, during which zero to 12 month employment spells
accounted for a larger share of terminations in the fourth than in the third quarter. The
recession does not appear to have had an impact on the proportion of terminations
accounted for by short employment spells.
In contrast, the recession does appear to have seen an increase in the proportion of
terminations that ended employment spells of between 13 and 24 months and those
between 25 and 60 months in the City of Cape Town. Terminations of employment
spells of 13 to 24 months accounted for 16.0 per cent of the flow into unemployment
in 2008Q1, rising to 18.3 per cent in 2009Q1 and 20.3 per cent in 2010Q1. Similarly,
terminated employment spells of 25 to 60 months increased their share of the flow
into unemployment from less than 24 per cent in 2008, to 26.8 per cent in 2009Q4 and
29.8 per cent in 2010Q4. As a result, the termination of employment spells lasting more
than five years became relatively less common, declining from 33.9 per cent of the
flow into unemployment in 2008Q1 to 20.4 per cent in 2010Q3, but rising slightly to
25 per cent by 2011Q1.
Figure 4.11 Movement into Unemployment in the City of Cape Town, by Employment
Duration

Source:
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4.5

Conclusion

The South African labour market has been significantly impacted by the economic
recession of 2008 and 2009, losing more than one million jobs in less than two years
after 2008Q4. Importantly, the labour market remains weak and has yet to record a
statistically significant year-on-year post-recession expansion in employment.
Provincially, employment has been stagnant since the end of 2008 and is estimated
at 1.85 million in 2011Q4. This is evident in the very low employment absorption rates
of 0.9 per cent for the three-year period ending in 2011Q4. With a growing working
age population and stagnant employment, the provincial unemployment rate has
risen sharply: the expanded unemployment rate rose five percentage points from
2008Q4 to reach 23.0 per cent three years later.
The Western Cape’s population is a relatively young population, although it is
marginally older than the national population. It is estimated that 29.1 per cent of the
province’s population is under the age of 15 years, with 64.8 per cent aged 15 to
64 years. As a result, the provincial dependency ratio indicates that there are
54 children and elderly individuals for every 100 working age adults (compared to
56 nationally). In the City of Cape Town, the dependency ratio is very similar to the
province as a whole (0.46).
The 2007 Community Survey reveals that the working age population in the City of
Cape Town is more racially diverse than in the province as a whole, although its age
and gender composition is no different from that of the province. Out of every
100 working age adults in the City of Cape Town, slightly more than 44 are Coloured,
35 are African and 20 are White, and more than half (53.0 per cent) are under the
age of 35 years. The City of Cape Town enjoys a better educated working age
population than the rest of the province, as its large and diverse economy attracts
more highly skilled workers. Further, Cape Town’s various post-secondary educational
institutions attract matriculants keen to further their education. Despite this
advantage over the rest of the province, improving the profile and quality of
educational attainment must remain a policy priority.
The UIF data suggests that the impact of the recession, as measured by the flow into
unemployment relative to 2007, has been relatively more severe in the City of Cape
Town than in the province as a whole. Throughout 2009 and for much of 2010, the
flow into unemployment in the City of Cape Town was upwards of 70 per cent higher
than the average level in 2007. Related to its economic dominance within the
province, the City of Cape Town accounted for between 60 per cent and 70 per
cent. Although the flow into unemployment may have been particularly large in the
City of Cape Town, it is important to note that the diversified regional economy and
high level of urbanisation may mean that finding alternative work may be relatively
easier here than in other areas in the province.
Women account for roughly two-fifths (41.5 per cent) of the flow into unemployment
in the City of Cape Town over the period, a slightly lower proportion than for the
province as a whole. Although the effect is not particularly strong, it appears that
men typically accounted for a larger proportion of the flow into unemployment
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during periods when the latter increased. Similarly, 15 to 34 year olds have accounted
for a rising proportion of the flow into unemployment within the City of Cape Town
over the period, possibly related to last-in-first-out rules for reducing workforces. This
age group accounted for 42.1 per cent of the flow into unemployment over the
period according to the UIF data, with 35 to 54 year olds accounting for 44.3 per
cent.
The vast majority of the newly unemployed over the period fall within the grade
12 educational category (77.2 per cent). This is far in excess of this category’s share of
the working age population, even allowing for the classification of diplomas and
certificates within this category. This may be the result of two factors: the possible
greater likelihood of higher educated individuals to be in formal employment and
covered by the UIF, and a possible higher probability of these individuals relative to
less educated individuals to claim upon losing their jobs.
Both contract expiry and retrenchment grew in importance amongst all termination
reasons associated with the flow into unemployment over the period, while dismissals
declined. This occurred within the City of Cape Town, as well as in the province as a
whole. Contract expiry, though, is a less common termination reason relative to the
province as whole. The period since 2008 has seen an increase in the proportion of
terminations that ended employment spells of between 13 and 60 months, and a
decline in the proportion ending employment spells in excess of 60 months
(five years). Such a pattern is consistent with a rise in retrenchments and non-renewal
of fixed term contracts and the application of last-in-first-out rules.
The labour market’s centrality to the challenges of poverty and inequality has already
been highlighted. While significant progress in terms of job creation was made during
the mid-2000s, the recession has eroded these gains and employment has fallen
while the working age population continues to grow. From the little labour market
data available at municipal level, it is evident that the City of Cape Town has not
escaped the labour market turmoil of the past two years, with unemployment claims
increasing significantly relative to pre-recession levels. While effectively addressing
labour market issues is difficult from a local government perspective, the challenge
remains for local governments to encourage an employment-friendly economic
context for both the formal and the informal sector.
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Annexure 1
5-Year Annual Averages – Economic Data
Annexure 1.1 Cape Metro: GDPR at basic, constant 2005 prices – average annual
growth/composition, 1995 - 2010
Cape Metro: GDPR @ basic, constant 2005 prices
Sector

Average yoy% growth

2000s

Expansion

Recession

1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

3 Broad sectors: Cape Metro
1 Primary sector [SIC: 1‐2]

‐2.6

10.0

8.7

9.1

8.1

2 Secondary sector [SIC: 3‐5]

1.8

3.2

2.6

3.1

4.3

11.7
0.2

3 Tertiary sector [SIC: 6‐9, 0]

3.3

5.0

3.8

4.4

5.3

2.0

4 Total Cape Metro

2.8

4.6

3.6

4.1

5.0

1.7

13.7

9 Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]
2 Mining and quarrying [SIC: 2]
3 Manufacturing [SIC: 3]

8.2

12.4

10.2

10.8

9.8

‐17.4

‐0.7

‐2.7

‐0.8

0.4

‐3.8

1.6

2.4

1.7

2.4

3.5

‐0.8

4 Electricity, gas and water [SIC: 4]

3.7

6.4

1.5

3.9

5.2

0.5

5 Construction [SIC: 5]

2.7

7.6

7.5

7.3

8.4

4.6

6 Wholesale and retail trade, catering and accommodation [SIC: 6]

5.3

4.7

2.1

4.0

5.5

0.0

7 Transport, storage and communication [SIC: 7]

7.8

6.6

3.3

5.2

6.5

1.9

8 Finance, insurance, real estate and business services [SIC: 8]

3.5

6.4

5.0

5.5

6.5

2.8

9 Community, social and personal services [SIC: 92, 95‐6, 99, 0]

2.9

2.7

2.6

2.8

3.4

1.2

10 General government [SIC: 91, 94]

‐2.0

1.4

3.2

1.8

1.2

3.3

11 Total Cape Metro

2.8

4.6

3.6

4.1

5.0

1.7

2000s

Expansion

Recession

Average % share

Cape Metro: GDPR @ basic, constant 2005 prices
Sector

1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

3 Broad sectors: Cape Metro
1 Primary sector [SIC: 1‐2]

1.1

1.1

1.4

1.2

1.1

1.6

2 Secondary sector [SIC: 3‐5]

25.0

23.3

22.6

23.1

23.5

22.2

3 Tertiary sector [SIC: 6‐9, 0]

73.9

75.6

76.0

75.7

75.4

76.2

4 Total Cape Metro

100

100

100

100

100

100

1.4

9 Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]

0.7

0.9

1.3

1.1

0.9

2 Mining and quarrying [SIC: 2]

0.3

0.2

0.1

0.2

0.2

0.1

3 Manufacturing [SIC: 3]

20.3

18.5

16.9

17.9

18.5

16.4

4 Electricity, gas and water [SIC: 4]

1.7

1.7

1.6

1.6

1.7

1.6

5 Construction [SIC: 5]

3.1

3.2

4.0

3.6

3.3

4.2

6 Wholesale and retail trade, catering and accommodation [SIC: 6]

14.8

15.7

15.2

15.5

15.7

14.9

7 Transport, storage and communication [SIC: 7]

9.3

10.7

10.9

10.8

10.7

10.9

8 Finance, insurance, real estate and business services [SIC: 8]

30.5

32.9

34.9

33.6

32.9

35.5

9 Community, social and personal services [SIC: 92, 95‐6, 99, 0]

5.9

5.7

5.3

5.5

5.6

5.3

10 General government [SIC: 91, 94]

13.5

10.5

9.6

10.2

10.4

9.7

11 Total Cape Metro

100

100

100

100

100

100

Source: Quantec Research/CER
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Annexure 1.2 Cape Metro: Employment (Formal & informal) – average annual
growth/composition, 1995 - 2010
Cape Metro: Employment (Formal & informal)
Sector

Average yoy% growth
2000s
Expansion Recession
1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

3 Broad sectors: Cape Metro
1 Primary sector [SIC: 1‐2]
2 Secondary sector [SIC: 3‐5]
3 Tertiary sector [SIC: 6‐9, 0]
4 Total Cape Metro

‐2.2
‐3.5
3.2
0.9

1.3
‐0.8
3.2
2.1

‐1.1
‐4.3
0.2
‐0.8

0.1
‐2.7
1.9
0.7

1.0
‐0.8
2.8
1.8

‐2.1
‐7.7
‐0.7
‐2.3

9 Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]
2 Mining and quarrying [SIC: 2]
3 Manufacturing [SIC: 3]
4 Electricity, gas and water [SIC: 4]
5 Construction [SIC: 5]
6 Wholesale and retail trade, catering and accommodation [SIC: 6]
7 Transport, storage and communication [SIC: 7]
8 Finance, insurance, real estate and business services [SIC: 8]
9 Community, social and personal services [SIC: 92, 95‐6, 99, 0]
10 General government [SIC: 91, 94]
11 Total Cape Metro

‐1.2
‐13.3
‐2.9
‐0.3
‐5.1
3.7
‐1.9
6.9
3.0
‐0.5
0.9

1.7
‐8.3
‐1.7
4.9
1.5
3.7
2.1
3.8
2.6
2.7
2.1

‐1.8
15.6
‐4.2
1.6
‐4.8
0.8
‐1.0
‐0.9
‐1.0
2.9
‐0.8

0.1
2.3
‐3.1
2.3
‐1.9
2.2
0.4
2.0
1.2
2.4
0.7

1.1
‐0.6
‐1.7
5.0
1.3
3.3
0.7
3.6
2.5
2.1
1.8

‐2.8
10.1
‐6.6
‐4.8
‐10.4
‐0.8
‐0.2
‐2.2
‐2.3
3.3
‐2.3

Cape Metro: Employment (Formal & informal)
Sector

Average % share
2000s
Expansion Recession
1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

3 Broad sectors: Cape Metro
1 Primary sector [SIC: 1‐2]
2 Secondary sector [SIC: 3‐5]
3 Tertiary sector [SIC: 6‐9, 0]
4 Total Cape Metro

3.2
31.0
65.8
100

3.0
25.2
71.9
100

2.9
22.3
74.8
100

3.0
24.1
72.9
100

3.0
25.2
71.9
100

3.0
21.2
75.8
100

9 Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]
2 Mining and quarrying [SIC: 2]
3 Manufacturing [SIC: 3]
4 Electricity, gas and water [SIC: 4]
5 Construction [SIC: 5]
6 Wholesale and retail trade, catering and accommodation [SIC: 6]
7 Transport, storage and communication [SIC: 7]
8 Finance, insurance, real estate and business services [SIC: 8]
9 Community, social and personal services [SIC: 92, 95‐6, 99, 0]
10 General government [SIC: 91, 94]
11 Total Cape Metro

2.9
0.2
22.4
0.4
8.3
19.1
4.8
17.7
12.0
12.2
100

2.9
0.1
17.8
0.4
7.0
20.5
4.6
22.2
12.9
11.6
100

2.8
0.2
15.3
0.4
6.6
22.9
4.3
21.3
13.2
13.0
100

2.8
0.1
16.9
0.4
6.8
21.6
4.5
21.6
13.1
12.3
100

2.8
0.1
17.7
0.4
7.1
21.0
4.5
21.7
13.0
11.8
100

2.8
0.2
14.7
0.4
6.1
23.1
4.4
21.4
13.4
13.6
100

Source: Quantec Research/CER
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Annexure 1.3 Cape Metro: Goods Exports & Imports – % composition, 1995 - 2010
Cape Metro: Goods Exports (R million)
Sector

Average % share
2000s Expansion Recession
1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]
2 Mining and quarrying [SIC: 2]
3 Manufacturing [SIC: 3]
4 Undefined/other
5 Total goods exports

17.8
4.7
76.4
1.2
100

15.9
4.1
79.6
0.3
100

20.4
6.9
72.5
0.1
100

17.8
5.3
76.5
0.4
100

16.2
5.7
77.6
0.5
100

22.1
4.2
73.6
0.1
100

Manufacturing sector: Cape Metro
1 Food, beverages and tobacco [SIC: 301‐306]
2 Textiles, clothing and leather goods [SIC: 311‐317]
3 Wood, paper, publishing and printing [SIC: 321‐326]
4 Petroleum products, chemicals, rubber and plastic [SIC: 331‐338]
5 Other non‐metal mineral products [SIC: 341‐342]
6 Metals, metal products, machinery and equipment [SIC: 351‐359]
7 Electrical machinery and apparatus [SIC: 361‐363]
8 Radio, TV, instruments, watches and clocks [SIC: 371‐376]
9 Transport equipment [SIC: 381‐387]
10 Furniture and other manufacturing [SIC: 391‐392]
11 Total Manufacturing exports

29.7
7.6
2.5
34.7
1.0
7.5
1.9
2.2
9.7
3.2
100

23.0
5.8
2.2
44.4
0.8
8.0
0.8
3.4
6.9
4.7
100

20.4
2.6
1.7
38.5
0.7
16.2
1.0
6.2
6.3
6.4
100

22.1
4.4
2.0
41.0
0.8
11.5
0.9
4.5
7.4
5.4
100

22.3
5.2
2.1
42.0
0.8
9.8
0.9
3.7
8.0
5.2
100

21.5
2.3
1.7
38.2
0.7
16.2
0.9
6.7
5.9
6.0
100

'Cape Metro: Goods Imports (R million)
Sector

Average % share
2000s Expansion Recession
1996‐2000 2001‐2005 2006‐2010 2000‐2010 2000‐2007 2008‐2010

3 Broad sectors: Cape Metro
1 Agriculture, forestry and fishing [SIC: 1]
2 Mining and quarrying [SIC: 2]
3 Manufacturing [SIC: 3]
4 Undefined/other
5 Total goods imports

1.2
40.9
57.8
0.1
100

0.7
52.2
47.1
0.1
100

0.8
50.7
48.5
0.0
100

0.7
52.1
47.1
0.1
100

0.7
52.6
46.7
0.1
100

0.9
50.9
48.1
0.0
100

Manufacturing sector: Cape Metro
1 Food, beverages and tobacco [SIC: 301‐306]
2 Textiles, clothing and leather goods [SIC: 311‐317]
3 Wood, paper, publishing and printing [SIC: 321‐326]
4 Petroleum products, chemicals, rubber and plastic [SIC: 331‐338]
5 Other non‐metal mineral products [SIC: 341‐342]
6 Metals, metal products, machinery and equipment [SIC: 351‐359]
7 Electrical machinery and apparatus [SIC: 361‐363]
8 Radio, TV, instruments, watches and clocks [SIC: 371‐376]
9 Transport equipment [SIC: 381‐387]
10 Furniture and other manufacturing [SIC: 391‐392]
11 Total Manufacturing imports

10.6
13.2
7.4
23.9
1.9
22.5
2.4
9.8
3.9
4.4
100

10.5
13.2
4.8
30.4
2.7
17.5
2.3
11.6
3.3
3.7
100

11.7
12.2
3.3
40.5
2.5
14.2
2.0
7.0
2.5
4.0
100

10.9
12.9
4.3
34.6
2.6
16.1
2.1
9.4
3.1
4.0
100

10.2
12.9
4.6
32.8
2.6
17.0
2.2
10.6
3.3
3.9
100

13.0
12.9
3.4
39.6
2.5
14.0
2.0
5.9
2.4
4.2
100

Source: Quantec Research/CER
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Annexure 1.4 Annual Movement into Unemployment in the City of Cape Town and the
Western Cape (thousands)
City of Cape Town
2008
Total Flow

2009

2010

Western Cape
Total

2008

2009

2010

Total

41.1

53.6

50.0

156.0

63.2

83.0

80.0

244.3

138.9

181.1

168.9

-

125.9

165.2

159.3

-

Male

24.0

31.8

29.2

91.3

36.1

48.3

44.8

138.8

Female

17.1

21.8

20.8

64.7

27.1

34.7

35.2

105.5

15 - 34 years

16.4

22.9

21.5

65.7

26.5

36.8

35.9

107.3

35 - 54 years

18.8

23.8

21.9

69.0

28.3

36.5

34.6

106.8

6.0

6.9

6.6

21.2

8.4

9.7

9.5

30.2

Less than Gr8

0.6

1.5

0.8

3.0

3.2

4.4

3.9

12.2

Gr 8 - 9

1.6

2.6

1.8

6.3

4.2

6.2

5.6

17.1

Gr 10 - 11

2.5

5.1

3.0

11.2

6.7

11.0

8.6

27.9

36.2

43.9

44.1

134.4

48.8

60.5

61.4

185.4

0.2

0.5

0.3

1.1

0.3

0.8

0.5

1.8

Index Value (2007=100)
Gender

Age

55+ years
Education

Gr 12
Post - Gr 12
Termination Reason
Contract expired

10.6

15.3

16.2

45.2

21.2

29.7

33.2

90.6

Dismissed

13.6

14.7

14.5

46.5

18.3

20.1

20.2

63.9

Retrenched

10.8

16.5

13.3

43.6

15.1

23.2

18.1

60.3

6.1

7.1

5.9

20.7

8.6

10.0

8.6

29.5

All other
Employment Duration
0 - 12 months

12.5

17.0

15.5

48.0

23.4

31.5

31.7

92.9

13 - 24 months

7.2

10.0

9.2

28.3

10.7

14.5

13.0

41.0

25 - 60 months

9.6

14.0

13.8

40.8

13.4

19.7

19.3

57.3

61 - 120 months

5.7

6.5

6.3

20.0

7.6

9.0

8.8

27.6

121+ months

6.1

6.2

5.2

18.8

8.2

8.3

7.3

25.6

Notes:

1. Totals columns include data for the first quarter of 2011.
2. The sum of individual categories may not equal the total for that year due to rounding errors.

Source:
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Annexure 2
Industrial Policy Incentives
We take a look at selected new or revamped incentives on offer as well as various
other selected incentives available at national level. It is important that businesses
applying for any type of incentive clearly understand the incentive being applied for,
the benefits, selection criteria and compliance conditions associated with the
incentive.

Revamped/New packages
The recent launch of the Enterprise Development Fund (EDF) to aid SMMEs by the
National Empowerment Fund (NEF) is an example of the continued efforts by various
institutions to continuously improve and design new incentive packages. Through
their design and trial and error the NEF offers a wide array of incentive packages. The
EDF was designed with the objective to grow black economic empowerment. The
fund seeks to alleviate the bottlenecks faced by development enterprises through
making contributions to the development and operational needs of the
development enterprise on a 60:40 ratio, with the NEF investing 60 per cent and
taking up 40 per cent of the risk (NEF, 2011). The EDF will be managed by the NEF and
will benefit from the organisations’ skills and experience in the provision of other
incentive packages.
South African Finance minister also recently unveiled an incentive package for
emerging miners. This package was motivated by the fact that South Africa is a major
mining economy. The package aims to strengthen the growth of the mining sector
through the promotion of small businesses in mining (Odendaal, N, 2012). Through the
Industrial Development Corporation the fund would make 24.6 million available every
year to small emerging mining companies.
Governments all over the world influence energy consumption by penalising the
excessive use of energy or offering tax rebates to those who save on energy
consumption. Since the year 2009 the government has offered energy incentives to
manufacturing related projects that have a 10 per cent energy reduction through
the Income Tax Act of 1962 (CMVPSA). The recent Industrial Policy Action Plan (IPAP2)
which focuses on green energy saving industries has influenced the more recently
announced 12i incentives. The stakeholders involved in this incentive are South
African National Electricity development Institute (Sanedi), South African National
Accreditation System (Sanas), Council of Measurement and verification professionals
South Africa (CMVPSA) and the South African revenue authority (SARS). The
regulation states that industries wanting to claim energy saving incentives need to
take a number of steps. Most importantly, ‘energy savings reports have to be
compiled by SANAS accredited Measurement and Verification bodies and the
savings certified by SANEDI’ (CMVPSA). Hence, as from 1 January 2012 in order for
projects to claim 12i incentives it is important to have SANAS accreditation (CMVPSA).
The availability of telecom incentives in the Western Cape makes the region
attractive for any investments in business process outsourcing (BPO)/contact centre
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industry activities. The Western Cape has the reputation of a BPO destination. BPO
investors have access to two main incentives, those provided at a National level by
the dti and a recently released regional incentive that provides new investors with
free telecommunications services within the first six months of business. This incentive
offered by the provincial Department of Economic Development in the Western
Cape will result in even greater cost savings through free internet, data and voice
services. This incentive will be offered to companies setting up call centres that will
provide a service to off-shore markets from the Western Cape (Evans, 2011). This
incentive combined with the 2010 salary subsidisation for local employees (provided
for the first three year of operation) incentive, the Western Cape will be an attractive
destination for establishing new call centres (Evans, 2011).
The Western Cape Department of Economic Development and Tourism also sets out
to improve conditions necessary for economic growth within the Western Cape. It is in
line with these goals that DEDATs’ 2012/13 budget speech provides a range of
innovative programmes to address the needs for creating opportunities for growth
and jobs (Winde, 2012). Among this range of exciting programmes the department
aims to create an enabling environment for economic growth through its integrated
economic development services programmes. The department has had success in
the provision of workshops, awareness sessions and hands on assistance to SMMEs.
DEDATs’ 2012/2013 budget revealed that the department intends to allocate
‘R6.4 million to ensure SMMEs are supported in obtaining procurement opportunities
offered by corporates’. The department also intends to allocate 2.3 million to the
funding of SMMEs through partnership with a major commercial bank. In addition
DEDAT also intends to assist SMMEs through the roll out of red tape units across all
municipalities within the Western Cape. These units will assist troubled businesses
through the report of red tape blockages and the provision of relevant information on
the support services available to SMMEs.
Various other incentives are available to industries within the Western Cape. We
discuss some of these in the following section.

Other Incentives
We provide a selection from a wide range of incentives that can be used by
industries within the Western Cape. Most of these have been accessed on various
websites and IN consultation with DEDAT.


The Department of Trade and Industry (the dti)
The Department of Trade and Industry offers a wide range of financial and nonfinancial incentives. These incentives all aim to increase industrialisation and
broaden participation. The incentives that available are grouped into four main
groups namely; Small, Micro- and Medium-sizes Enterprises (SMME) Development
Incentives, Industrial-Development-Related Incentives, Women Economic
Empowerment Incentives, Trade, Export and Investment Incentives. Incentives are
provided for a range of activities including manufacturing, business
competitiveness, export development and market access. These incentives
available are listed below and are found on the following dti website:
http://www.thedti.gov.za/financial_assistance/financial_assistance.jsp
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1.

Small, Micro- and Medium-sizes Enterprises (SMME) Development Incentives
Black Business Supplier Development Programme (BBSDP)
Co-operative Incentive Scheme (CIS)
The Technology and Human Resources for Industry Programme (THRIP)

2.

Industrial-Development-Related Incentives
Business Process Services (BPS) Incentive
Capital Projects Feasibility Programme (CPFP)
Clothing and Textile Competitiveness Improvement Programme (CTCIP)
Enterprise Investment Programme (EIP)
Foreign Investment Grant (FIG)
Production Incentive (PI)
Sector-Specific Assistance Scheme (SSAS)
Support Programme for Industrial Innovation (SPII)
Seda Technology Programme (STP)

3.

Women Economic Empowerment Incentives
Bavumile
Isivande Women’s Fund

4.

Trade, Export and Investment Incentives
Critical Infrastructure Programme (CIP)
Export Marketing and Investment Assistance (EMIA)
Automotive Investment Scheme (AIS)
Section 12i Tax Allowance Incentive (12i TAI)
Film and Television Incentive
South African Film and Television Production and Co-Production Incentive



Department of Public Works
The aim of the Contractor Incubator Programme is to develop emerging
contracting enterprises into sustainable enterprises. The incentive gives
preference to woman, black and disabled persons. The programme aims to
provide financial support, mentorship and information to any such enterprises.
Details of the incentive are available on the following website:
http://www.publicworks.gov.za/programmes-contractor incubator programme.html



Department of Science and Technology
Technology Innovation Agency (TIA) was established in terms of the TIA act of
2008. The agency aims to stimulate technology innovation to facilitate economic
growth. It also aims to promote the development of a competitive technology
based products and services. The agency does this through the supply of both
non-financial and financial support to a variety of technology areas. It provides
this service to various stages of technology innovation and reserves the right to
not consider applications that seek to expand markets such as tobacco, liquor,
gambling and recreational drugs. The funds on offer by the agency may be
found on the following website and are listed below:
http://www.tia.org.za/funding.php?page_id=second
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Funds
Industry matching funds
Equity fund
Technology development fund
Idea development fund



The Industrial Development Cooperation of South Africa (IDC)
The IDC is a state owned self-financing institution that aims to provide funding to
projects that have high development and growth potential. The institutions’
funding schemes aim to act as a catalyst for economic growth through funding
deserving projects. The target beneficiaries for the institutions’ funds are women,
marginalised communities, people with disabilities and low income earners. The
funds the institution currently manages are listed below and are available on the
following website:
http://www.idc.co.za/development-funds
Fund Name
Gro-E Scheme
Risk Capital Facility Programme
Support Programme for Industrial Innovation
Transformation and Entrepreneurship Scheme
Green Energy Efficiency Fund
Women Entrepreneurial Fund
Distressed Fund

•

The Development Bank of South Africa (DBSA)
The DBSA responded to the financing challenges faced by projects that are
designed to address the social and economic needs of South Africa. The bank
prioritises infrastructure backlogs but also provides the list of incentives found in
the table below. In 2001 the bank introduced the DBSA development fund to
support municipalities and improve service delivery. The fund provides grants,
technical support and expertise for infrastructure project implementation. The
bank also funds projects that provide access to basic services such as water,
sanitation, electricity and communication to communities.
Fund Name

DBSA Development Fund

Website

http://www.dbsa.org/development%20fund/pages/default.aspx

Fund Name

Jobs Fund DBSA

Website

http://www.jobsfund.org.za

Fund Name

Renewable Energy Market Transformation.(REMT

Website

http://www.remtproject.org/links.aspx

Fund Name

DBSA development fund

Website

http://www.dbsa.org/(S(wiep0g55uwr4cun1utmnogf2))/
development%20fund/pages/default.aspx
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Land Bank
The Land Bank is a South African development finance institution that offers
financial services to emerging farmers. The agricultural bank serves agri-business
and commercial farming projects for new entrants from historically disadvantaged
groups. The bank obtains its funding from financial markets and offers these as
loans to clients at market related interest rates. Funds available from the bank
include special mortgage loans and long-term mortgages. These can be found
on the following website:
http://www.landbank.co.za/



Public Investment Corporation (PIC)
The PIC is an asset management company responsible for the managing of
public sector funds. The corporation is wholly owned by the South African
government. Its mandate is to invest funds on behalf of its client (public sector
entities). The cooperation invests in four different asset classes; fixed income and
dealing, equities, properties and the Isibaya fund. The Isibaya fund’s role is to
provide finance to projects that offer long term outcomes in South Africa. More
details on the fund can be obtained from the following website:
http://www.pic.gov.za/Inveloper.asp?iP=7&iVctg=285&iS={C7BD6B48-B158-4268BE61-DC6B88EFB2CA}&iSL=:2083:;:2168:;:2315:;:.



National Empowerment Fund (NEF)
The NEF is a government agency that compliments other development financial
institutions through the provision of financial and non-financial support to promote
black economic empowerment. The agency also seeks to promote a culture of
saving and investment within these black owned businesses. Non-financial
support offered by the agency is in the form of funding advice, business planning
and assistance in insuring applications are complete and of sufficient quality. The
forms of financial assistance offered by the fund are listed in the table below:
Fund Name
iMbewu Fund
uMnotho Fund
Rural and community development fund
Strategic projects fund
Website: http://www.nefcorp.co.za/FundingbrSolutions/ProductsServices.aspx



The Red Door
The red door (real enterprise development) project is an initiative set up to
support small businesses in the Western Cape Province. Through this initiative the
Provincial Government of the Western Cape (PGWC) provides one-stop-shop
information, advice and service centres across the province. This will enable
entrepreneurs to have easy access to advice or information necessary to start up
business as well as obtaining funding.
http://www.westerncape.gov.za/eng/pubs/mags/106028/107010/2
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South African Micro-Finance Apex Fund (Samaf)
Samaf was established in 2006 to provide affordable finance to micro small
businesses through various intermediaries. The purpose of the fund is to reduce
poverty and unemployment through the extension of financial services to rural
and peri-urban areas. Samaf aims to achieve this through the development of a
network of sustainable micro finance institutions. The fund offers two types of
loans, that is; micro-enterprise loans development loans. In addition Samaf also
provides capacity building incentives to financial services cooperation and micro
finance institutions to assist them in the building of institutional capacities for them
to operate efficiently. Details on these services may be found on the following
website:
http://www.samaf.org.za/SitePages/Index.aspx



Khula Enterprise Finance Limited
Khula enterprise finance limited is a finance institution responsible for the provision
of funding to small businesses. It does this through partnerships with a number of
South African commercial banks, retail finance institutions and specialist funds.
The enterprise bridges the finance gap through a number of products and
services listed below:
Fund Name
Izibulo SME fund
Small business growth fund
Identity development fund
Enablis Accelerated Fund
Enablis Khula loan fund
Pre and post mentorship programmes
Anglo-Khula mining fund
Land reform empowerment facility
Khula-Akwandze fund
Website: http://www.khula.org.za/Admin/ProductsServices/ProductListing.aspx?Content
SelectionID=52



National Youth Development Agency (NYDA)
The NYDA was established in 2009 as a merger of the National Youth Commission
and the Umsobomvu Youth fund. The aim of the agency is to support youth
(between the ages of 18 to 35) with career skills both socially and economically.
In the process the agency hopes to facilitate a reduction in youth unemployment.
The agency places emphasis on assisting young people with disabilities and those
form low income households through the provision of loans or the funding of
training. More details on this agency can be obtained from the following website:
http://www.nyda.gov.za/
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Finally, in terms of the new SEZ-based industrial policy, appropriate incentives
within the Western Cape could focus on the following industrial clusters: the
renewable energy production and manufacturing Cluster; the Oil and Gas
Cluster; Maritime Ship Building and Repair Cluster; and the Steel and Minerals
Production and Manufacturing Cluster.

Accompanying Reports
A1

“Intergovernmental Relations and Fiscal Competencies”

A2

“The New Industrial Policy in South Africa and Implications for 2nd and 3rd Tier
Governments in the Western Cape Province”
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