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Towards understanding economic activity in Johannesburg  

Findings overview, 24 March 2016 

1 Introduction and overview 

Understanding the nature of economic activity is key to developing competitive local 

production as a basis for exports, job creation and sustainable firm growth. The character of 

economic activity in Johannesburg over the years has shifted from the primary sector towards 

secondary and tertiary sectors. However, the industrial base remains critical. With this in mind, 

the City of Johannesburg together with the University of Johannesburg’s Centre for 

Competition, Regulation and Economic Development (CCRED)1 undertook an electronic 

survey of all manufacturing firms in industrial nodes between October and December 2015.  

An appreciation of the character and challenges in these industrial nodes will allow the City to 

develop targeted interventions and leverage resources in the direction of greatest potential 

return. The key themes addressed included firm performance and competitiveness, factors 

affecting location decisions, quality of the local infrastructure, skills and training, research and 

development and their interaction with the City of Johannesburg. 307 responses were 

received, a response rate of 24%. In addition, 47 in-depth interviews were carried out with 

certain firms to deepen insights of the issues.  

The responses indicated that there is a strong presence of firms that produce (1) fabricated 

metal products, (2) furniture and jewellery, (3) machinery and equipment and (4) plastic 

products in Johannesburg (Figure 1). 

Figure 1: Subsector overview 

 

                                                           
1 infoccred@uj.ac.za ; www.competition.org.za  
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The firms are predominantly small and medium-sized, with 83% of the firms having less than 

R50 million annual turnover and 97% with employees fewer than 200 employees (Figure 2).  

Figure 2: Size of firms 

  

2 Findings 

2.1 Firm performance and competitiveness 

Despite weak economic conditions, 43% of firms have grown in terms of annual turnover over 

the past two years (Figure 3). The main reasons for poor performance amongst those firms 

that reported a contraction or static growth has been weak customer demand and lost sales 

to foreign and domestic competitors. The firms experiencing poor performance are largely in 

the plastics, machinery and equipment and fabricated metals subsectors; while food and 

furniture firms are performing well.  

Figure 3: Change in annual turnover, 2014-2015 

 

Firm size does not seem to be a determinant of performance while sector-orientation is key. 

Firms in the food and furniture sectors seem to be performing better than the firms in the 

machinery and equipment, and plastics and fabricated metals sectors as illustrated in the 

figure below.   
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Figure 4: Firm not growing versus growing, 2014-2015 

 

A significant proportion of firms across all sectors are operating below 75% of capacity with 

24% operating below 50% (Figure 5). This shows the impact of low consumer demand and 

the inability of firms to secure other markets. Unscheduled downtime from power outages also 

contributes to low capacity utilisation. On the plus side, this implies that there is capability 

within firms to meet increased demand when firms enter other markets and the newly installed 

electricity generation power comes on line to ensure reliable power supply. 

Figure 5: Current capacity utilisation 

 

The factors driving investment are mainly to upgrade efficiency and to expand, and less so 

investment for research and development. The main reasons for investment in machinery 

were to improve product quality, produce a new product and to replace old machinery. 
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Infrastructure is a major challenge which continues to impact firm performance and 

competitiveness.  

Gauteng is the main market for most firms, and demand in the province has been weak in the 

past few years. 54% of the firms export. Nonetheless, a large proportion of exporters sell less 

than 30% of their product outside South Africa, with almost 100 firms selling less than 20% 

outside SA (Figure 6).  

Figure 6: Exports to the rest of Africa and other destinations 

 

The better performance of firms in the food and furniture subsectors can be attributed to 

supplying the regional consumer market. Machinery and equipment, plastics and fabricated 

metal products’ manufacturers supplying the mining and construction companies have 

experienced poor demand in the local market. However, amongst these firms, suppliers of 

mining and construction companies in the regional market have exhibited better performance. 

Analysis indicates that there is a positive relationship between firms that export and 

performance. 

In addition to low local demand and increased competition, the biggest challenges affecting 

firms are facing are energy supply and the exchange rate volatility. Erratic energy supply and 

unstable exchange rate limits the ability of firms to price and cost accordingly. Labour cost and 

regulations, crime and theft, and the lack of available skills are also issues which have 

disadvantaged firm performance (Figure 7). 
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Figure 7: Challenges firms are facing 

 

In addition to prevailing macroeconomic conditions with the unstable exchange rate and 

unreliable power supply, there are firm-level factors which influence firms’ competitiveness. 

These firm-level factors include investment in equipment, technology, skills and infrastructure. 

2.2 Investment and technology 

Firms’ age of equipment seems to largely be over 5 – 10 years which highlights that there is 

some investment in machinery and equipment (Figure 8).  

Figure 8: Age of equipment 
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59% (157) of the firms have machinery and equipment that is younger than 10 years old. Firms 

with equipment older than 20 years are mainly in fabricated metal, plastic, paper and paper, 

and rubber sectors. Older machinery and equipment limits firms’ efficiency as older machinery 

typically consumes more energy and requires frequent maintenance. The main hindrance to 

upgrading equipment is lack of finance.  

53% of firms have invested in machinery and equipment to upgrade efficiency and to expand 

their plant as illustrated in Figure 9. Firms are largely undergoing these investments to improve 

product quality, meet increased demand and produce a new product so as to vie against 

increased competition. 

Figure 9: Motivations for investment 

 

2.3 Skills and training 

Most of the manufacturing firms are labour intensive and absorb unskilled labour. As a result, 

the largest proportion of employees have a pre-matric or matric qualification. 77% of the firms 

experience difficulty in hiring appropriately trained and/or qualified employees especially 

technical and artisanal skills. Firms indicated that employees lack basic arithmetic and literacy 

skills despite possession of a matric certificate. This limits the ability to learn trades and leads 

to firms hiring and training on-the-job. 

Figure 10: Recruitment approaches 
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Firms largely (1) hire people without appropriate skills and provide training, (2) use recruitment 

specialists or (3) head hunt from competitors. Head hunting deters the incentive by firms to 

invest in skills development. 11% of the firms leave positions vacant which is concerning given 

high unemployment rates (Figure 10).  

Firms mainly rely on on-the-job training to provide job-specific skills (Figure 11).2 Only 4.1% 

of firms surveyed use Further Education and Training (FET) institutions that provide vocational 

and technical skills training. This suggests that FETs are not adequately structured to meet 

the firms’ needs. Ultimately, training diverts resources from other efficiency-enhancing 

expenditure such as new machines and equipment and R&D.  

Figure 11: Training approaches 

 

2.4 Infrastructure 

There is a need to improve the provision of public transport in industrial areas. Employees 

mainly use minibus taxis as the main mode of transport with only 9% using the Metrobus/Putco 

(Figure 12). Lack of transport has an unintended consequence of people relocating to informal 

settlements close to the industrial areas.  The poor transport system affects the ability of firms 

to operate optimally. Firms do not operate the optimal number of shifts which increases their 

operational cost and reduces productivity. Improvement of transport would thus lower costs 

for firms, increase operations and improve firm performance. 

 

 

 

                                                           
2 Some firms do claim back on the skills development levy. 
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Figure 12: Modes of transport 

 

Almost all firms experienced power outages and do not receive warnings in advance. This 

renders unplanned outages more costly due to unproductive remuneration, inability to meet 

deadlines and in some instances wasted material. Some firms have purchased generators to 

circumvent this issue while others lack finance to purchase a generator.  

Most firms (88%) are satisfied with water supply. However, a few firms were dissatisfied   

largely due to leaks, unplanned disruptions, low pressure and dirty water. These water 

interruptions largely affect chemical and food firms which use water as an input and ablution 

facilities. 

Continuous road maintenance is important in industrial areas due to the high traffic levels from 

trucks and large vehicles. 67% are satisfied with the road conditions. 

2.5 Conclusion and Recommendations 

Below are the main findings: 

 Most manufacturing firms in Johannesburg are small to medium enterprises – over 

90% have 200 employees or fewer and over 80 % have sales of less than R 50 million. 

 A significant proportion (43%) of firms has been growing while the rest are static (33%) 

or declining (25%) due to falls in customer demand and loss of market to foreign 

competitors. As a result, capacity utilisation is low with 67% of firms are using less than 

75% of their capacity. 

 A significant proportion (53%) of firms have made substantial investments in the past 

two years in order to upgrade efficiency (36%) and expand (27%). R&D has also been 

quite low.  
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 The main market is Gauteng with 52% of firms selling over 70% of their goods in 

Gauteng. Some firms are exporting small proportions to the region to compensate for 

the low local demand.  

 Load shedding was listed as the main challenge with almost all respondents 

experiencing outages to the detriment of their operations. Availability of water 

infrastructure was largely satisfactory (88%). Public transportation seems to be 

inadequate with almost half of the respondents citing this as an issue 

 Lack of adequately trained and experienced employees is a major issue as is the fact 

that the training offerings of FETs are not aligned with the needs of the firms. Firms 

resort to providing their own training at an additional cost. 

Despite the prevailing economic conditions, improvement in power supply and the weakening 

of the rand implies some improvements in competitiveness. However, targeted interventions 

are still required in order to address firms’ challenges.  

The City has developed a three-pronged approach to address some of the needs of firms 

identified in this survey. Firstly, the City is working towards improving its service delivery by 

implementing service standards in priority areas including planning permissions, electricity 

connections and billing queries. Secondly, the City is working closely with all business 

chambers and associations to define priority actions in response to identified needs. Thirdly, 

the City is putting in place customized interventions and incentives to address needs that are 

specific to particular industrial nodes. 


