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Percentage point change of industry share within

each province, 1995 - 2017

Government

WC EC NC FS KZN NW GP MP LP
Agriculture 2.3 -1.3 1.8 1.2 2.1 -0.9 -0.5 2.4 -1.1
Mining -0.3 0.0 -3.6 4.5 0.1 9.6 -1.0 3.3 9.1
Manufacturing 7.4 -7.0 -1.1 -1.6 -9.0 -3.8 -9.5 7.1 2.3
Electricity & water 0.5 0.5 -0.3 0.2 0.4 0.4 0.1 0.7 0.4
Construction 0.8 1.5 0.7 -0.5 0.5 -0.4 0.3 0.2 -0.4
Trade 2.1 3.0 -0.2 0.8 0.8 2.7 -1.1 2.2 -0.8
Transport & COMITS, 1.3 0.0 -0.2 0.4 -0.1 2.8 2.0 -1.8 2.4
Finance & business 2.0 2.0 0.8 2.6 3.8 0.8 7.4 2.5 2.7
Personal 1.7 -1.8 -2.5 2.2 0.3 -0.6 1.0 -1.1 -1.3

-0.4 1.5 3.7 2.1 3.0 -1.4 -0.8 2.2 0.4




Key research questions

 How have South African cities and regions performed since
transition? Who are the winners and losers?

* Do growth differences reflect differences in endowments?

e Structure of industry?
* Availability of skills?

* What makes some places more productive then others? Role of
agglomeration?



Structural change since 1994 St I

“Manufacturing, which has traditionally been a key contributor to || Anincomplete Transiton = onin
. . . . . L South Africa
low-skilled job creation elsewhere, currently holds only limited t
potential for jobs in South Africa”

World Bank 2018 — An Incomplete Transition

The structure of industry and employment in South Africa has been changing over the
last two decades.

Manufacturing jobs increasingly skill and capital-intensive

Mining sector and related heavy industry — vulnerable to labour and energy costs
pressures — volatile global commodity prices — environmental sustainability?

Rise of service economy — heterogeneous
* Non-tradable component worrying — public sector wage bill / consumer indebtedness
* Tradable service economy: higher-order finance and business services into Africa? Inter-linkages?
* Disruptive technologies and shifting patterns of global trade



Figure 2: Multifactor productivity by sector
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Methods: Space, sector and skills

* Three key ‘factors’ or determinants of economic performance:

* ‘Industry effects’ refer to the structure of industry - the rise of financial
services versus stagnation in manufacturing.

* ‘Occupational effects’ refer to skills in the workforce - higher levels of
education, professional expertise and experience.

* ‘Local effects’ refer to place-based advantages - size of economy and

population, settlement structure and density, the features of infrastructure,
geographic location, weather.



Methods: Space, sector and skills

* Dynamic shift-share analysis: Each regional change is decomposed into
three components:

* National growth effect is the portion of the change attributed to the total growth of
the national economy. It equals the theoretical change in the regional variable had it
increased by the same percentage as the national economy.

* Industry mix effect is the portion of the change attributed to the performance of the
specific economic industry. It equals the theoretical change in the regional variable
had it increased by the same percentage as the industry nationwide, minus the
national growth effect.

* Local share effect is the portion of the change attributed to regional influences, and
is the component of primary concern to regional analysts. It equals the actual change
in the regional variable, minus the previous two effects.



Serious data challenges!

* Regional/sub-national economic evidence-base weak

* Dependence on commercial sources which lack transparency (are they
reliable?) (i.e. IHS regional explorer / Quantec)

* Province: StatsSA Provincial GDP Series: P0441

* Metro: Labour Market Dynamics in South Africa 2008 - 2017

* Representative metro samples since 2008
* Pooled quarterly cross-sections: significantly boosts the sample size!!
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https://en.wikipedia.org/wiki/Chemical_industry
https://creativecommons.org/licenses/by-sa/3.0/
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Key message

* We need a deeper understanding of the regional dynamics of the SA
economy:

* Provinces each have a unique industrial mix — where are the competitive
advantages?

* Impact of structural change: deindustrialisation — rise of tertiary sectors — 4IR

 Why are firms more productive in certain places — role of agglomeration?
How do you support place-based advantages?
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Distinct metro economic trajectories
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Change in employment:
2008 - 2017
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Change in employment:

2008 - 2017
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Distinct city character

e Johannesburg: emerging finance and selected business services

* Ekurhuleni: airport-related logistics

* Tshwane: recession-proof government functions

* Cape Town: tourism and diversity but lacking distinctive strengths
* eThekwini — seaport-related logistics

* Nelson Mandela Bay — automotive giant in decline
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Distinct metro skillsets
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GOVT/NPO:Senior officials
MAN:Cheif exec
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MAN:general
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Key policy implications

* South African cities and regions are experiencing significant changes
which are poorly understood

e Deindustrialisation
* Uneven pattern of service-based growth

* Demand for skills evolving but place-based
* hallowing out through the loss of semi-skilled blue-collar workers.
* little sign of boom in professional and technical skills.

* How do we improve competitiveness of each region? Where is there
potential and how do we support it?

* City-region economies under-researched and needs to be prioritised
and sustained over the long-term.
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