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1. Introduction

Since 1994 South African government has implemented a number of Industrial Policy initiatives. In 2007, the Cabinet endorsed the Industrial Policy Action Plan (IPAP) that set out in detail key actions and timeframes for the implementation of the initial round of the industrial policy. We need to start by acknowledging that South Africa has relatively diversified and complex economic base that requires continuous renewal.

Historically, the production structure was shaped by dependence on gold mining as the main export product. This situation had a major impact on the economy and indeed on society as a whole.

Despite some considerable successes in establishing certain critical upstream industries based on natural resource advantages, South Africa's industrial policy under the apartheid regime was burdened with many objectives that ultimately undermined its viability in the long run - such as the building up of Afrikaner capital, job creation for Afrikaner workers, military objectives, evasion of international sanctions, and the satisfaction ofthe aspirations ofthe elite consumers to imitate the consumption patterns ofthe most advanced economies. However, thanks to its outstanding natural resource wealth, the country was able to sustain such 'irrational' industrial policy for a considerable length of time.

On this note CEPPWAWU therefore welcomes the revised version of the Industrial Policy Action Plan (IPAP2) by the government which in our view will go a long way in focusing and channelling resources to the key economic sectors of our economy in order to create sustainable jobs.

2. Synergies of the revised IPAP with government priorities and programmes

CEPPWAWU believes that the government priorities still remain the key 5 priorities which were outlined in the ANC 2009 Election manifesto and are as follows:

	creation of decent work and sustainable livelihoods


	education


	health’


	rural development, food security and land reform


	the fight against crime and corruption


It is emphasised in the Manifesto that these priorities will specifically target the needs of the youth, women, workers, the rural poor, the elderly, and people with disabilities. During his budget speech the Minister of Finance further outlined some key government programmes which aim to target government spending on key priority areas intended to create a new growth path for the country's economy. These aspects of growth path include:

	Reducing unemployment among young people by rolling our programmes such as the Expanded Public Works Programme


	Supporting labour intensive industries through industrial policy interventions, skills development, public employment programmes


	Sustaining high level of investment by the public and private sectors, as well as increase South Africa's savings levels


	Improving the performance of the state, especially the quality of training and education
	Reforms to increase inclusion and participation in the labour market, alongside efforts to improve competition in product markets


	Keeping inflation low, striving for a stable and competitive exchange rate and providing a buffer against volatility


	Raising productivity and competitiveness, opening up the economy to investment and trade to boost exports.


In our view as CEPPWAWU, the exiting government priorities and programmes are dialectical linked and interconnected with what is outlined in the IPAP. For example in line with the five priorities the, there an acknowledgment in the IPAP to seek to advance the need for a process led by the Economic Development Department for stronger articulation and integration on a fuller range of policies to ensure coherence across them. These polices includes:

i. Macro-economic policy

ii. Policies to raise levels of production and decent work mainly in Agriculture, Mining, and Construction

iii. Rural development

iv. Energy

v. Infrastructure and

vi. Expanded Public Works Programme

3. Opportunities and challenges presented by the IPAP

Opportunities

In a nutshell the following underpinned some of the opportunities presented by the IPAP:

	Creation of long term increases in employment in all sectors of the economy


	 strong emphasis on the higher growth in the production sectors of the economy, led by manufacturing


	Strong articulation between macro (interests rate and inflation targeting,) and micro (competition framework) economic policies


	lowering the inflation particularly with respect to goods and services that are consumed by poor and working class families


	Industrial financing will be channelled to boost the sectors in the economy


	Enhancing of the skills and innovation policies that are aligned to sectoral priorities 


	Contributing substantially towards an improvement in the trade balance with regard to increasing production of domestic goods and services, and building new areas of export competitiveness


	Changes to procurement legislation, regulations and practice will create a huge opportunities to the local manufactures


	Skills Development support to increased the number of skilled artisan entering the labour market


	Skills transfer and technology upgrading programme for small-scale saw millers 


Challenges

	Despite some positive outlook in the economy recession has not yet fully recovered


	The NERSA decision to grant Eskom 24,8% this year, 25, 1% in 2011 and 25,9% in 2012 electricity increases may have a negative impact on key sectors such as manufacturing and mining, thereby leading to job losses as they struggle to maintain high costs of electricity


	Key sectors such as manufacturing has been crippled hard by the economic meltdown, as result the objective to create employment may be delayed


	Low relative profitability in the manufacturing sectors as opposed to other to sectors such as finance


	Investment has been predominately concentrated in debt-driven consumption sectors such as finance and wholesale & retail


	Investment in production sectors have been concentrated in capital intensive mineral energy sectors (Le. mining, cement & chemicals)


	Most relatively labour-intensive and value-adding productive sectors have experienced low rate of investment


	Most of the large components of public procurement especially in the pharmaceutical industry are being imported


4. The impact of the revised IPAP in CEPPWAWU Sectors 

4.1 Plastic

Plastic sector in South Africa employs about 36000 people. The combined turnover of the industry is some R 35 billion per annum and consumption is approx 1, 5 million ton per annum. Currently we have approximately 850 companies (mainly small companies).

Workers employed in this sector remain the lowest paid with a minimum wage of R300 per week.

As CEPWAWU we believe that this sector has a potential to create jobs to the poor communities. The established business of plastic production in South Africa meets local demand in most respects. Polystyrene is the only commodity plastic completely imported. The relatively small size of the plastics market, when compared to global consumption, is however limiting growth in the production sector. Polystyrene observes the lowest demand in the South African market, and thus there is no local production infrastructure.

The challenge here is justifying investment into improved technology to ensure competitiveness and to maintain production feasibility. The presence of low-cost finished product imports from the Far and Middle East has been increasing, presenting a challenge to local suppliers of plastic raw materials. Improving local production efficiencies will counter this competition, but it requires significant capital investment. In this regard we fully support the commitment made by IPAP2 to grow the sector identifying the key areas such as:

	Automotive


	Packaging


	Medical (drips & syringes)


	Building and


	Electrical


As CEPPWAWU, we strongly believe that this exciting moment of IPAP2 creates major opportunity to increase local beneficiation of polymers, particularly for automotive and packaging applications.

Understanding the notion from IPAP2 that the plastic converter plants are generally small in numbers, with an average size of 130 employees while many plants have less than 50 employees, our strong emphasis will be to ensure that we urgently addressed the challenge posed by the constraints mainly the import parity pricing of polymers and other key inputs such pricing of raw materials, small local and regional market, lack of advanced manufacturing practices, and providing adequate support to Research and Development as outlined in the IPAP2.

More resources must be channelled in assisting the sector to maintain current jobs and also to create the new ones. One of the main challenges in this sector is the issues of skills development, Skills Development need to be urgently addressed if we are to succeed in using the key opportunities identified in the IPAP2 to create jobs in the sectors.

The IPAP2 must also address the question of how retrenched workers are retrained/ re-skilled and financed to enter the manufacturing side to produce mainly for the local

market. The attention should be on the use of labour intensive technologies. The products for local production can then be used to promote local usage in areas such as construction, sanitation, water reticulation and electricity. The emphasis on small enterprises will ensure that there are opportunities in townships and rural areas to enter the industry. This will allow the big enterprises to focus on the export market.

4.2. Pharmaceutical

One of the key sectors of the economy, the pharmaceutical industry is under mounting scrutiny because of rapidly increasing expenditures for drugs worldwide. Drug expenditures are now the fastest-growing component of health care costs, increasing at the rate of about 15 percent per year. They account for about eight percent of health care spending, and at their current rate of increase, they will soon surpass spending for physicians' services and, for many health care organizations, the costs of hospitalization. As outlined in the IPAP, currently there are 900,000 AIDS patients receiving anti-retroviral treatment (ART) in South Africa, of which 800,000 are in the public sector and 100,000 in the private sector. The cost of ARV procurement by Government in 2009 in estimated at R2, 8 billion, escalating to R7 billion in 2011. Imports alone in 2008 were R16 billion while exports were R1.2 billion.

The main challenge is to ensure that while South Africa remains the main consumer of the global ARV products, which currently attracts foreign investors in the pharmaceutical industry; there is no risk of under supply. While some of the ARVs are produced locally, the main basic ingredients for these are produced outside. In order to be more sustainable, there should be attempts to promote local production of these important components. This must be linked with skilling of locals in drug design and pharmacology for export market. SA should also utilize international forums such as India Brazil South Africa (IBRASA) to strengthen technology transfer, in particular with India on the area of drug production. This will in the long term contribute to more jobs being created. The current import bias of ARV is not sustainable, especially with the high rate of HIV infections and the number of new entrants to the programme. Local production which will in the long term lower the cost is the solution.

CEPPWAWU welcomes the commitment made by IPAP2 of promoting domestic production of active pharmaceutical ingredients. We have been calling in the for a local procurement leverage state procurement for local production of pharmaceuticals as this will ensure that local production plays a significant role in creating jobs. Furthermore, due to the fact that the Pharmaceuticals industry is facing the constraints with regard to the shortage of the skills needed to design new drugs, pharmaceutical formulation and pharmaceutical biotech, we urge the government to speedily formulate a strategy to intervene in regard. The strategy must outline how this intervention will be made.

4.3. Chemical

South Africa's chemicals exports have been growing at an annual average rate of around 19% since 1999, on the back of new trade agreements and improved competitiveness as a result of low manufacturing costs and plentiful mineral and organic supplies for manufacturing. Energy costs are relatively low in South Africa, and the sector benefits from efficient, cost-effective access to water and steam. It employed around 90,060 (excluding plastic and rubber products) in 2008. It account to 3, 2 % of South Africa GDP (excluding plastic & rubber) in 2008. However, much more is imported than exported with a negative balance of around R43 billion. The industry is dominated by the basic chemicals subsector, whose liquid fuels, olefins, organic solvents and industrial mineral derivatives together account for around 31% of chemicals production in the country.

The industrial chemicals are the backbone of most manufacturing, hence the need to improve the country's competitiveness in the sector. The delayed establishment of the aluminum smelter in Coega mainly as a result of the uncertainty in electricity supply should be considered a drawback. In the meantime, as the IPAP2 indicates, most of our fluorspar, in which SA has the second largest reserves in the world, is produced for the export market, with only 5% used locally. But interesting enough is that there is no beneficiation of fluorspar to hydrogen fluoride. In this regard the local production of flour-chemical products will boost job creation and stimulate a local market for the products and possibly increase chances of domestic investment. The importance of promoting the local production of capital and intermediate goods is that it will reduce the import propensity of public and private sector fixed investment programmes and, in the process, expands the domestic industrial base and employment.

We are happy as CEPPWAWU that the IPAP2 seeks to address this imbalance by aiming to boost the country's value added exports. This must be done within the context of creating jobs to the unemployed.

The local Chemical industry is biased towards an internationally competitive upstream sector, neglecting a downstream sector that has great potential for development. The local industry Reversing this bias would help the industry to increase beneficiation (or value-addition), exports and employment.

Beneficiation remains critical to this strategy. South Africa has a natural advantage in mineral feedstock, but most of these are exported in raw form. However, there are substantial opportunities to convert these materials, using local labour and capital, into value-added inorganic chemicals for export.

The key opportunities outlined in the IPAP2 must be explore strategically to be able to close the gap of the constraints.

4.5 Forestry, Pulp & Paper and furniture

As briefly outlined in the IPAP2, the forestry, pulp and paper and furniture also have the potential to contribute greatly to rural and e economic development by contributing to GDP and creating job opportunities and income in poor rural communities. The industries in the sector accounted for 170, 000 jobs in 2008, while furniture sector employed 46,000 in 2007. From 2006 there has been negative growth, moving from being net exporter to a net importer. In 2007 the sector contributed 1.6% to manufacturing GPD and 0.3% to the economy.

This is one of the sectors where skills shortage still remains a challenge, leaving the employees as ones of the lowest paid. The constraints outlined in the (PAP which put mire emphasise on the Skills Development and technology transfer is most welcomed. This will go a long way in building capacity to the workers in this sector.

4.6 Wood and Sawmilling

South Africa's approach to protecting the existing jobs in the saw mill sector and creating more should include addressing of the land question, to allow more people to have access to enough land. This must be linked to technology transfers to communities who are in areas targeted for forestry as mentioned above. Small to medium scale millings must be funded by investment banks, IDC and others to stimulate broader participation.

What we see now is a proliferation of mills which at close inspections are subsidiaries if big enterprises, who are only interested in cutting, costs to make more profit. While this makes business sense, we are at a stage where we need to create more jobs, hence the call to transfer technology that will allow more people to work. These mills must be located closer to the wood processing zones and their sizes dependent on the volume of wood processed. We believe that with proper funding, there are vast lands that can be turned into forests, which will create a lot of jobs and enhance the strategy for rural development.

To ensure longer-run growth, government must refine and scale-up the implementation of its Industrial Action Plans to support broad-based industrialization, including more advanced manufacturing, as well as encouraging cleaner, lower-energy technologies and green jobs. 
5. Conclusion

We fully agree with the submission by COSATU that the IPAP2, having identified the structural economic problems, seeks to focus on an integrated approach to deal with features such as underdevelopment of key sectors of the economy; deindustrialisation; underdevelopment of the rural areas etc.

As CEPPWAWU we believe that the IPAP2 by the government is the step in the right direction in decisively making intervention to the key sectors of our economy in order to create jobs. We would be looking with interest how the IPAP2 will intervene to keep existing jobs and to retain the jobs lost during the economic meltdown in 2008-2009 periods. Part of the main task for the IPAP2 is how it would links with the objectives outlined in the "Framework for South Africa's response to the international economic crisis".

Overall while the aims and targets of the IPAP remains relevant, CEPPWAWU will be joining progressive forces utilising structures such as NEDLAC under the leadership of COSATU to engage and monitor the implementations process.

