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1. INTRODUCTION

1.1 About this Publication
The publication aims to present economic trends for the province to our respective stakeholders and policy makers. Notably, 
the publication provides detailed quarterly statistics on Gross Domestic Product (GDP), employment, inflation, foreign and 
domestic investment and international trade. Furthermore, the publication highlights developments in the South African 
and provincial economies with emphasis on priority sectors in KwaZulu-Natal (KZN) Province. 

The  data  used is mostly from Statistics South Africa (Stats SA) and the South African Reserve Bank (SARB). Other data sources 
used in this report include Quantec, Global Insight, Naamsa, and Department of Trade and Industry, the National Treasury, 
and the Financial Times.

1.2 Authorship of the publication
Ezomnotho is a collaborative effort by the Economic Planning unit, one of the five programmes of the KwaZulu-Natal 
Department of Economic Development and Tourism (KZNDEDT),KwaZulu-Natal Provincial Treasury, Macro-Economic 
Analysis Unit; and Trade and Investment KwaZulu-Natal (TIKZN). 

The Economic Planning Programme is critical to enhance efficiency and effectiveness of the KZNDEDT.  This is mainly through 
facilitation and promotion of economic development policies, strategies and programmes. The programme  comprises four 
sub-programmes namely Policy and Planning, Research and Development, Knowledge Management, and Monitoring and 
Evaluation.  

The programme aims to:
• Provide economic and investment opportunity information to various stakeholders. 
• Provide leadership and guidance in the development of provincial economic policies and strategies. 
• Monitor the implementation of economic policies and strategies, and periodically evaluating them  
 with a view to determining their effectiveness.  
• Provide management with information on which strategic decision making processes are based to enhance the overall 
efficiency and effectiveness of the Department. 

TIKZN is a provincial trade and investment promotion agency, developed to promote the province of KwaZulu-Natal (KZN) as 
an investment destination. It facilitates trade by assisting local companies to identify markets and export their products. Part 
of TIKZN’s strategic objectives is strengthening the organisations’ knowledge management capabilities, through production 
and dissemination of new knowledge outputs, and development of investment packages for potential domestic and 
international investments by means of packaging sector opportunities.
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Indicator KwaZulu-Natal South Africa

GDP (R 000s) at 2005 constant prices- November 2012 (Rmill) 322,245 1,702,097 

GDP Growth ( 3rd Quarter 2012) 1.8% 1.2%

Population (000s) (2011) 10,819 50,590

Working Age Population (000s) (15-64 years) 6,881 33,018

Unemployment (000s) (QLFS, November 2012) 685 4,667

Unemployment Rate (3rd Quarter 2012) 21.3% 25.5%

Labour Force (000’s) 3,218 18,318

Absorption Rate (employed/population ratio) 36.8% 41.3%

Gini Coefficient (2011) 0.64 0.63

Human development Index (HDI)- (2011) 0.52 0.54

Functional literacy (2011) 71.5% 76.2%

Inflation (September 2012) 5.5% 5.5%

Foreign tourists per annum (2011) 956,550 8,100,000

Cargo tonnage handled at ports in the 3rd quarter 2012 (000s) 33,100 52,500

Number of containers handled at ports in the 3rd quarter 2012 (000s) 662

Hotel occupancy rates (3rd quarter 2012) 62.6% 59.6%

Total Air Passenger Movements at King Shaka International for the 3rd quarter 
2012

1,178,712

1.3 KwaZulu-Natal at Glance
Kwazulu-Natal and South Africa Socio-Economic Indicators at a Glance
Size of Kwazulu-Natal relative to other South African regional economies
A summary of major indicators of KwaZulu-Natal vis-à-vis South Africa is presented on the table below.

Source:  Stats SA, Quantec and Global insight
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Structure of Kwazulu-Natal economy 
 
Size (%) of each Sector relative to KwaZulu-Natal GDP 

 
Source: Calculations based on Quantec Quarterly GDP statistics, November 2012 
 
Structure of South African economy 
 
Size (%) of each Sector relative to South Africa GDP 

 
Source: Calculations based on Stats SA Quarterly GDP statistics, August 2012 
 
KwaZulu-Natal's Comparative Advantages 
 

 The ports of Durban (Largest port in Africa in terms of container handling and volume 
of vessels) and Richards Bay, together handle over 60% of South Africa’s cargo 
tonnage. KwaZulu-Natal also boasts the newly built King Shaka International Airport, 
which handled over 1.1 million passengers in the 3rd quarter of 2012 and the Dube 
Trade Port, aimed at stimulating and promoting the export of perishable goods. 

 KwaZulu-Natal boasts a highly advanced manufacturing sector which contributes 
close to 20% of the province’s GDP. 

 Richards Bay is the centre of the country’s aluminium industry operations, producing 
over 4% of the world’s export of aluminium. It is also the seat of the world’s largest 
sand mining and mineral-producing operations. 

 KwaZulu-Natal boasts of a highly diversified agricultural sector. The province is the 
country’s leading producer of timber, processing over half of all timber used in the 
country, and accounting for a significant percentage of the country’s wood exports. 
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1.4 KwaZulu-Natal’s Comparative Advantages
• The ports of Durban (Largest port in Africa in terms of container handling and volume of vessels) and Richards Bay,  
 together handle over 60% of South Africa’s cargo tonnage. KwaZulu-Natal also boasts the newly built King Shaka  
 International Airport, which handled over 1.1 million passengers in the 3rd quarter of 2012 and the Dube Trade Port,  
 aimed at stimulating and promoting the export of perishable goods.
• KwaZulu-Natal boasts a highly advanced manufacturing sector which contributes close to 20% of the province’s GDP.
• Richards Bay is the centre of the country’s aluminium industry operations, producing over 4% of the world’s export of  
 aluminium. It is also the seat of the world’s largest sand mining and mineral-producing operations.
• KwaZulu-Natal boasts of a highly diversified agricultural sector. The province is the country’s leading producer of timber,  
 processing over half of all timber used in the country, and accounting for a significant percentage of the country’s wood  
 exports. Sugar cane is also a premier produce in the province with some of the country’s largest sugar processing plants. 
• KwaZulu-Natal is a premier tourist destination, recording 956,550 foreign tourist visits in 2011, and has one of the best  
 hotel occupancy rates in the country. The province boasts the iconic Moses Mabhida Stadium, venue of the 2010 soccer  
 World Cup semi-final; as well as two World Heritage Sites in the form of the Drakensberg Mountains and the Isimangaliso  
 Wetland Park.   
• The Province has the highest export propensity, as well as the highest level of industrialization in the country.
• The Province is second only to Gauteng in terms of percentage contribution to South Africa’s GDP.
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2. GLOBAL ECONOMIC DEVELOPMENTS AND OUTLOOK

2.1 Recent Global Economic Developments
The sluggish economic environment that characterised the 1st half of 2012, somewhat worsened in the 3rd quarter. The 
principal factors that continue to weigh down global economic activity include the persistent sovereign debt crisis in the euro 
zone, waning global demand and weak economic policies in many developed countries, leading to slow economic growth in 
major industrialised economies in Europe. The financial crisis in the Euro area has been observed to have intensified in recent 
times despite the policy actions aimed at resolving it. 

2.1.1 Industrialised Countries
Economic activity disappointed in major industrialised countries such as Germany and France (the biggest economies in the Euro 
area) each recording a quarter-on-quarter growth of 0.2% (Figure 2-1). The United Kingdom (1%) emerged from a double dip 
recession after contracting for three successive quarters. Post the recession, the US has, to some degree, remained a driver of global 
growth having registered growth rates above 1% since the 2nd quarter of 2011. This growth, however, is not sufficient to raise 
investor confidence and address the increased unemployment levels in the US The US growth prospects are worrying due to the 
expected fiscal cliff (expenditure growth restraining) measures, the US government is planning to implement in early 2013. This is 
as a result of the unsustainably high sovereign debt environment the US is operating in after the debt ceiling was reached in mid-
2011. There are a lot of uncertainties on the likely impact of these measures on the already struggling global economy. Given the 
growth dampening effect of these fiscal restraint measures the global economy is likely to further slowdown in 2013. The IMF has 
since downgraded their growth forecasts for 2012 and 2013 on the back of the aforementioned challenges.
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Figure 2-1: Growth Trends in Industrialised Countries 
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2.2.1 Emerging Economies 
 
Although emerging markets continue to lead in driving global economic growth, spill overs 
from fiscal turbulence in advanced economies substantially retarded the growth impetus in 
these economies. The generally lower growth observed in emerging markets and developing 
economies is related mainly to weak external demand and domestic factors, notably 
constraints on the sustainability of the high pace of growth in these economies and escalating 
financial imbalances. Notwithstanding this rather lacklustre growth, emerging and developing 
countries continue to be the major drivers of global growth, particularly those in Asia (China 
and India) and Sub-Saharan Africa. Figure 2-2 shows the general decline in growth trends in 
most emerging markets. China, in particular has experienced a substantial dampening of 
economic growth, recording a sharp decline from growth rates above 10% in the 1st quarter of 
2010 to 7.4% in the 3rd quarter of 2012. The general decline in growth rates in most emerging 
markets is particularly worrying for South Africa given the high unemployment quagmire 
facing the economy and the country’s increasing trade relations with these emerging 
economies. 
 

‐8

‐6

‐4

‐2

0

2

4

6

2008:Q
1

2008:Q
2

2008:Q
3

2008:Q
4

2009:Q
1

2009:Q
2

2009:Q
3

2009:Q
4

2010:Q
1

2010:Q
2

2010:Q
3

2010:Q
4

2011:Q
1

2011:Q
2

2011:Q
3

2011:Q
4

2012:Q
1

2012:Q
2

2012:Q
3

USA Japan UK Germany France

Figure 2.1:  Growth Trends in Industrialised Countries

Source: Trading Economics, November 2012



9

“Building an Economy that creates opportunity for all and making tourism to work for us all”

dedt
DEPARTMENT:
Economic Development & Tourism
PROVINCE OF KWAZULU-NATAL

2.1.2 Emerging Economies
Although emerging markets continue to lead in driving global economic growth, spill overs from fiscal turbulence in advanced 
economies substantially retarded the growth impetus in these economies. The generally lower growth observed in emerging 
markets and developing economies is related mainly to weak external demand and domestic factors, notably constraints on 
the sustainability of the high pace of growth in these economies and escalating financial imbalances. Notwithstanding this 
rather lacklustre growth, emerging and developing countries continue to be the major drivers of global growth, particularly 
those in Asia (China and India) and Sub-Saharan Africa. Figure 2-2 shows the general decline in growth trends in most 
emerging markets. China, in particular has experienced a substantial dampening of economic growth, recording a sharp 
decline from growth rates above 10% in the 1st quarter of 2010 to 7.4% in the 3rd quarter of 2012. The general decline in 
growth rates in most emerging markets is particularly worrying for South Africa given the high unemployment quagmire 
facing the economy and the country’s increasing trade relations with these emerging economies.
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Figure 2-2: Emerging Markets Growth Trends 

 
Source: Trading Economics, November 2012 
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Sub-Saharan Africa is expected to continue growing strongly, averaging above 5.7% growth 
in 2013. Sub-Saharan Africa has also been a major driver of growth in emerging economies in 
2012, with  Angola, Mauritius, Ghana and Nigeria growing particularly strongly. In fact, most 
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2.1.3 Global Growth Outlook
Global growth slowed again during the 3rd quarter of 2012 following low growth performance in the 1st quarter. According to 
the IMF, the global economy weakened further since the release of the July 2012 World Economic Outlook (WEO). The world 
economy is projected to grow at 3.3% in 2012 and 3.6% in 2013. Downside risks to the global economic outlook in 2013 are 
the rigid Euro debt crisis and the uncertainty surrounding the US fiscal cliff (fiscal restraint measures) early in the New Year.
  
In the euro area, real GDP is projected to contract at a rate of 0.5% in 2012 and to increase by 0.25% in 2013 (Table 2.1).  With 
tight fiscal policies in the euro area real GDP is projected to stay flat in the 1st half of 2013 and expand by about 1% in the 
2nd half. According to the IMF, the “core” Euro economies are expected to see low but positive growth throughout 2012–13. 
Most euro area “periphery” economies are likely to suffer a sharp contraction in 2012, constrained by tight fiscal policies and 
financial conditions, and to begin to recover only in 2013.

Sub-Saharan Africa is expected to continue growing strongly, averaging above 5.7% growth in 2013. Sub-Saharan Africa 
has also been a major driver of growth in emerging economies in 2012, with  Angola, Mauritius, Ghana and Nigeria growing 
particularly strongly. In fact, most countries in the region have experienced relatively robust growth, with the exception 
of South Africa where growth performance and future prospects are dampened due to its strong integration with an 
ailing Europe. Other factors constraining growth in Sub-Saharan Africa are political and labour unrest and deteriorating 
infrastructure.



Table 2.1: World economic growth (%) outlook projections (October 2012)

Source: IMF-World Economic Outlook,October, 2012

Region Actual Projections

2009 2010 2011 2012 2013

World Output -0.5 5.3 3.9 3.3 3.6

Advanced Economies -3.4 3.2 1.6 1.3 1.5

United States -2.6 3.0 1.7 2.2 2.1

Euro Area -4.1 1.9 1.5 -0.4 0.2

Germany -4.7 3.6 3.1 0.9 0.9

France -2.5 1.7 1.7 0.1 0.4

Italy -5.2 1.8 0.4 2.3 -0.7

Spain -3.7 -0.1 0.7 -1.5 -1.3

Japan -6.3 4.4 -0.7 2.2 1.2

United Kingdom -4.9 2.1 0.7 -0.4 1.1

Canada -2.5 3.2 2.4 1.9 2.0

Other Advanced Economies -1.2 5.8 3.2 2.1 3.0

Newly Industrialised Asian Economies -0.8 8.5 4.0 2.1 3.6

Emerging and Developing Economies 2.7 7.5 6.2 5.3 5.6

Central and Eastern Europe -3.6 4.5 5.3 2.0 2.6

Commonwealth of Independent State -6.4 4.8 4.9 4.0 4.1

Russia -7.8 4.3 4.3 3.7 3.8

Excluding Russia -3.1 6.0 6.2 4.7 4.8

Developing Asia 7.2 9.7 7.8 6.7 7.2

China 9.2 10.4 9.2 7.8 8.2

India 5.7 10.8 7.1 4.9 6.0

ASEAN 1.7 7.0 4.5 5.4 5.8

Latin America and the Caribbean -1.7 6.2 4.5 3.2 3.9

Brazil -0.6 7.5 2.7 1.5 4.0

Mexico -6.1 5.6 3.9 3.8 3.5

Sub-Saharan Africa 2.8 5.3 5.2 5.0 5.7

South Africa -1.7 2.9 3.1 2.6 3.0

Middle East and North Africa 1.8 5.0 3.5 5.3 3.6

World Trade Volume (goods and services) -10.9 12.8 5.9 3.2 4.5

Imports      

Advanced Economies -12.6 11.5 4.4 1.7 3.3

Emerging and Developing Economies -8.3 15.3 8.8 7.0 6.6

Exports      

Advanced Economies -12.2 12.2 5.4 2.3 3.6

Emerging and Developing Economies -7.5 14.4 6.6 4.0 5.7

11
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2.2 Commodities
2.2.1 World Commodity Indices
Commodity price developments are a critical component of economic activity in most emerging and developing countries. 
This is so given that commodities constitute a large portion of exports in most emerging and developing countries including 
South Africa. Since the global economic recession in 2012, commodity prices movements depict a very volatile trend, in 
some instances falling to their lowest levels to the detriment of exports of many developing and emerging markets. Factors 
that can explain the volatile trend in commodity prices include, inter-alia, supply side disruptions, such as labour unrests, 
weather and geopolitical instability. In the 1st half of 2012, commodity prices depicted a declining trend (see figure 2-3) on 
the back of waning market and investment confidence as turbulence in the global economy linger and policy actions to 
resolve the crisis appear to be ineffective. Furthermore, with renewed setbacks to the global recovery in the beginning of the 
2nd quarter, leading indicators pointed to a synchronized slowing in the pace of global activity, implying that the declines in 
commodity prices over this period were largely driven by global economic conditions. In particular, growth in a number of 
major emerging market economies, notably China, slowed significantly.
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The price of crude oil (from which petroleum products such as gasoline are derived), is 
inuenced by a number of factors beyond the traditional movements of supply and demand, 
notably geopolitics.  Oil supply expanded at an annual rate of 3.2% during the 1st half of 2012. 
This was largely attributed to the recovery in Libyan production and increased Saudi output. 
Brent crude oil spot prices have increased at a relatively steady pace from their 2012 low of 
$89 per barrel in June to their recent high of $117 per barrel in October because of the 
seasonal tightening of oil markets and continuing unexpected production outages (see Figure 
2-4).  The US Energy Information Administration (EIA) expects Brent crude oil prices to fall 
from recent highs over the rest of 2012, averaging $111 per barrel over the last 4 months of 
2012 and $103 per barrel in 2013. 
 
Figure 2-4: Monthly Average Price of Brent Crude Oil (Jan 2010 – Nov 2012) 

 
Source: Trading Economics, November 2012 
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2.2.2 Brent Crude Oil
The price of crude oil (from which petroleum products such as gasoline are derived), is influenced by a number of factors 
beyond the traditional movements of supply and demand, notably geopolitics.  Oil supply expanded at an annual rate of 
3.2% during the 1st half of 2012. This was largely attributed to the recovery in Libyan production and increased Saudi output. 
Brent crude oil spot prices have increased at a relatively steady pace from their 2012 low of $89 per barrel in June to their 
recent high of $117 per barrel in October because of the seasonal tightening of oil markets and continuing unexpected 
production outages (see Figure 2-4).  The US Energy Information Administration (EIA) expects Brent crude oil prices to fall 
from recent highs over the rest of 2012, averaging $111 per barrel over the last 4 months of 2012 and $103 per barrel in 2013.
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2.2.3  Platinum and Gold
Declining economic activity in most industrialised countries had a downside impact on metal products such as gold and 
platinum in the 3rd quarter. According to the World Gold Council, global gold demand in 3rd quarter of 2012 was 1,084.6 
tonnes (t), down 11% from the record Q3 2011 figure of 1,223.5 t. The average gold price of $1,652/oz was down 3% on the 
record average Q3 2011 price. In the 1st nine (9) months of 2012, gold prices showed an increasing trend from an average of 
US$1600 in January to more than US$1700 in September (Figure 2-5). Although a similar trend was observed in the platinum 
markets,  price movements were more erratic, going from about US$1400/oz, and rising to highs of more than US$1700/oz in 
August before declining to about US$1600/oz in November (Figure 2-6). 
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3. DOMESTIC ECONOMIC DEVELOPMENTS

3.1 Economic performance in South Africa
3.1.1 Quarter-on-quarter Gross Domestic Product (GDP) growth rates
South Africa’s 3rd quarter real gross domestic product (GDP) at market prices weakened by 2.2 percentage points to 1.2% 
from an upwardly revised 3.4% in the 2nd quarter (See Figure 3-1). Post-recession, the 3rd quarter GDP growth is recorded 
as the worst quarterly economic performance as shown in figure 3-1 below. Figure 3-1 also shows the economy performed 
largely below the average (below the trend line) in both the 1st and 3rd quarters of this year. On an annual basis, the economy 
grew by 2.6% when compared to the corresponding period in 2011.The  lacklustre performance in the economy is generally 
as result of both domestic and external fundamentals. Domestically, the main reason for the slowdown in the 3rd quarter 
was a sustained contraction in the mining sector, owing to labour unrest and associated work stoppages. Other domestic 
factors that continue to weigh down on GDP growth include, inter-alia, the generally poor investment climate (leading to 
companies accumulating excess cash balances) and a number of structural bottlenecks. Whilst domestic fundamentals had 
a pronounced impact in the performance of the economy in the 3rd quarter, the continued impact of the global economic 
developments should not be discounted, especially the Euro sovereign debt crisis. This impact is particularly pronounced 
given the high integration of the South African economy with the Euro region through trade. Notably, the impact of the 
global economy on the South African economy is evident in the weak performance of the tradable sector, which mainly 
consists of manufacturing, Agriculture and mining.  The continued rise in the South African trade deficit this year clearly 
reflects the lacklustre performance in these sectors. 
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3.1.2 3rd Quarter sectoral drivers of GDP growth
The major drivers of growth during the 3rd quarter were Finance, real estate & business services (1.8%) and government 
services (2.7%) and each contributed 0.4 percentage points to the 1.2% growth. Other growth drivers were agriculture, forestry 
& fishing industry (7.4%), manufacturing (1.2%) and the wholesale, retail, motor trade and catering and accommodation 
(1.7%) each contributed 0.2 of a percentage point. The transport, storage and communication industry and personal services 
each contributed 0.1 of a percentage point based on growth of 1.1% and 2.1% respectively. 
The mining sector has had serious knock-on effect on GDP numbers so far this year. With work stoppages at the mines having 
started only in August, and having stretched into the 4th quarter, the sector is likely to remain an encumbrance on GDP 
growth into the 4th quarter. The sector is further burdened by the spread of stoppages and potential spillover of unrest into 
2013 which will further drag GDP numbers in the New Year. 
More concerning is that non-mining sector performance deteriorated further in Q3:12; it came in at 2.0%, following a pace 
of 2.2% in Q2:12. A significant portion of support to the overall GDP figure came from an improvement in manufacturing 
output. However, based on the recent Purchasing Managers Index (PMI), the manufacturing performance will probably 
shift into reverse gear in the 4th quarter. Waning global demand coupled with other domestic factors such as high cost of 
electricity continue to be the major factors constraining the manufacturing sector.

Table 3.1: Annualised Quarter-on-quarter change in GDP (seasonally adjusted) per sector at constant 2005 prices 
for South Africa (%)

Industry 2010 2011 2012

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

Agriculture, forestry and fishing 10.8 14.5 8.9 -4.7 -9.2 -5.8 -3.7 4.8 9.3 7.4

Mining and quarrying -21.0 31.8 15.7 -5.9 -2.1 -17.4 -1.4 -15.1 30.9 -12.7

Manufacturing 7.7 -2.3 4.9 13.1 -4.3 -0.3 4.5 6.4 -0.8 1.2

Electricity, gas and water -0.7 -1.2 5.7 2.1 0.4 -3.0 0.6 -0.8 -4.3 1.6

Construction -2.5 -0.9 0.9 2.0 0.2 0.1 0.7 5.1 3.4 3.3

Wholesale and retail trade, hotels, 
and restaurants

6.9 4.6 4.9 2.3 5.1 5.8 5.0 3.2 2.7 1.7

Transport, storage and 
Communication

2.9 2.3 2.7 3.8 4.1 2.1 2.7 2.4 2.2 1.1

Finance, real estate and business 
services

3.9 2.0 3.0 5.8 3.4 5.5 2.7 4.4 2.1 1.8

General government services 4.2 2.9 2.4 2.1 2.6 2.5 2.4 1.5 1.9 2.1

Personal services 4.9 2.6 3.7 3.4 5.1 4.2 4.4 1.8 2.5 2.7

Total value added 3.2 3.5 4.5 4.5 1.7 1.6 3.1 2.6 3.2 1.1

Taxes less subsidies 2.8 4.8 3.6 7.3 4.0 4.1 5.6 2.5 5.2 2.5

GDP at market prices 3.1 3.6 4.4 4.8 1.9 1.9 3.3 2.5 3.4 1.2

Source: Stats SA, November 2012

These statistics show that economic growth in South Africa continues to be driven primarily by the government and other 
services oriented service. The poor showing of the South African economy during the 3rd quarter is a sign that the economy 
continues to be heavily constrained as the global uncertainties persist.
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3.2 Economic performance in KwaZulu-Natal
3.2.1 KwaZulu-Natal Growth Trends
Estimates of the growth performance of KwaZulu-Natal show that the province posted a growth rate of 1.8% in the 3rd quarter 
of 2012, following a growth rate of 2.5% in the 2nd quarter. What is further disheartening is that since the 3rd quarter of 2011, 
KZN economy performed below the trend line (which shows average growth potential) as shown in figure 3-2. This shows 
that although the economy is growing comparatively better than the national economy, this growth is largely constrained 
and it appears the province is on a downward trajectory. The same factors highlighted above are also critical in the case of 
KwaZulu-Natal regional economy. 
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As observed nationally, the mining and quarrying industry also declined in KwaZulu-Natal 
registering a sharp negative growth of 15.6% compared to a growth rate of 39.9% registered 
in the 2nd quarter (see Table. The manufacturing and the services sectors were the main 
drivers of growth in KZN during the 3rd quarter. A higher growth rate for the province 
compared to the country as a whole in the 3rd quarter is accounted for principally by two 
factors. Firstly, the upturn of the manufacturing sector in the 3rd quarter bodes well for KZN 
given that the sector contributes more to GDP (close to 20%) than about 15% nationally. The 
manufacturing sector contributed 0.4 percentage points to KZN growth compared to 0.2 
percentage points nationally. The other factor is the minimal impact of the recent labour 
unrest on the KZN mining sector and the meagre contribution of this sector to KZN total 
output. In terms of mining, the steep decline in the mining sector during the 3rd quarter 
weighed down GDP by 0.8 percentage points nationally compared to only 0.2 percentage 
points in KZN.   
 
Table 3-2: KZN Sectoral growth Trends (%) 2nd quarter 2012 

Industry 
 

2009 2010 2011 2012 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 
Agriculture, forestry 
and fishing 

-
12.5 -8.3 8.6 12.8 16.3 10.3 -3.7 -8.4 -5.1 -3.2 4.2 8.1 6.4 

Mining and 
quarrying -4.1 8.4 31.1 

-
19.4 32.8 15.2 -7.4 -4.8 

-
20.8 -6.7 -18.4 39.9 

-
15.6 

Manufacturing 9.4 11.7 7.6 8.1 -2.1 5.0 13.1 -4.4 -0.6 4.1 6.5 -0.8 1.2 
Electricity and water 1.8 0.0 5.3 -1.3 -1.7 5.2 1.8 0.2 -3.1 0.6 -0.6 -2.9 1.1 
Construction 8.9 4.1 -0.1 -1.8 -0.4 1.2 2.1 0.1 -0.2 0.2 3.9 2.6 2.5 
Wholesale & retail 
trade; hotels & 
restaurants 2.6 2.5 4.3 7.4 5.2 5.5 3.0 5.8 6.6 5.9 3.7 3.1 2.0 
Transport  and 
communication 3.0 3.5 1.9 3.4 2.6 2.9 3.9 4.0 1.8 2.3 2.3 2.1 1.0 
Finance, real estate 
and business 
services 1.1 2.3 3.4 4.1 2.2 3.2 6.0 3.6 5.7 2.9 4.4 2.1 1.8 
Community, social 
and other personal 
services -3.5 -3.9 2.2 4.5 3.1 2.5 2.2 2.7 2.5 2.5 1.5 1.9 2.1 
General 
government 
services 1.4 2.2 2.8 5.0 2.7 3.6 3.2 4.9 3.8 4.0 1.8 2.5 2.8 
All industries at 
basic prices 2.5 3.7 4.6 5.2 2.6 4.4 5.3 1.4 2.2 3.1 3.5 2.2 1.7 
Taxes less 
subsidies on 
products 2.4 6.7 4.6 2.8 4.7 3.5 7.0 3.6 3.7 5.1 2.4 5.0 2.4 
GDPR at market 
prices 2.5 4.0 4.6 5.0 2.8 4.3 5.5 1.6 2.4 3.3 3.4 2.5 1.8 

Source: Quantec regional statistical data base, November 2012 
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3.2.2 KwaZulu-Natal Sectoral Drivers
As observed nationally, the mining and quarrying industry also declined in KwaZulu-Natal registering a sharp negative growth 
of 15.6% compared to a growth rate of 39.9% registered in the 2nd quarter (see Table. The manufacturing and the services 
sectors were the main drivers of growth in KZN during the 3rd quarter. A higher growth rate for the province compared to the 
country as a whole in the 3rd quarter is accounted for principally by two factors. Firstly, the upturn of the manufacturing sector 
in the 3rd quarter bodes well for KZN given that the sector contributes more to GDP (close to 20%) than about 15% nationally. 
The manufacturing sector contributed 0.4 percentage points to KZN growth compared to 0.2 percentage points nationally. 
The other factor is the minimal impact of the recent labour unrest on the KZN mining sector and the meagre contribution 
of this sector to KZN total output. In terms of mining, the steep decline in the mining sector during the 3rd quarter weighed 
down GDP by 0.8 percentage points nationally compared to only 0.2 percentage points in KZN. 
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Industry 2010 2011 2012

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

Agriculture, forestry and fishing 12.8 16.3 10.3 -3.7 -8.4 -5.1 -3.2 4.2 8.1 6.4

Mining and quarrying -19.4 32.8 15.2 -7.4 -4.8 -20.8 -6.7 -18.4 39.9 -15.6

Manufacturing 8.1 -2.1 5.0 13.1 -4.4 -0.6 4.1 6.5 -0.8 1.2

Electricity, gas and water -1.3 -1.7 5.2 1.8 0.2 -3.1 0.6 -0.6 -2.9 1.1

Construction -1.8 -0.4 1.2 2.1 0.1 -0.2 0.2 3.9 2.6 2.5

Wholesale and retail trade, hotels, and 
restaurants

7.4 5.2 5.5 3.0 5.8 6.6 5.9 3.7 3.1 2.0

Transport, storage and 
Communication

3.4 2.6 2.9 3.9 4.0 1.8 2.3 2.3 2.1 1.0

Finance, real estate and business 
services

4.1 2.2 3.2 6.0 3.6 5.7 2.9 4.4 2.1 1.8

General government services 4.5 3.1 2.5 2.2 2.7 2.5 2.5 1.5 1.9 2.1

Personal services 5.0 2.7 3.6 3.2 4.9 3.8 4.0 1.8 2.5 2.8

Total value added 5.2 2.6 4.4 5.3 1.4 2.2 3.1 3.5 2.2 1.7

Taxes less subsidies 2.8 4.7 3.5 7.0 3.6 3.7 5.1 2.4 5.0 2.4

GDP at market prices 5.0 2.8 4.3 5.5 1.6 2.4 3.3 3.4 2.5 1.8

Table 3.2: KZN Sectoral growth Trends (%) 2nd quarter 2012

3.2.3 3rd Quarter 2011: Regional Comparisons
All the provinces that registered positive growth rates grew at a faster pace than the national average of 1.2% in the 3rd quarter 
(Figure 3.3). The Free State experienced no growth compared to the 4.8% posted in the previous quarter. Four provinces 
namely, Northern Cape, North West, Mpumalanga, ad Limpopo contracted during the 3rd quarter recording negative growth 
rates of -1.9%, -1%, -0.1%, and -0.2% respectively. The main reason for the contractions in these provinces is, perhaps, the 
predominance of mining activities in these respective economies

Source: Quantec regional statistical data base, November 2012
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Lower-than-expected GDP data for Q3:12 puts the national 2.5% GDP growth forecast for 
2012 at risk. The mining strikes will continue to be a drag on GDP growth in 4th quarter. 
Furthermore, the unrest in the mining industry has also spread to agriculture in recent times 
and this is likely to also weigh down 4th quarter GDP growth performance. Therefore, the 
feeble global growth and domestic labour tensions remain obstacles to growth. The interplay 
of both domestic and external factors resulted in the downward revision of SA’s growth 
forecasts to 2.6% by the IMF and to 2.5% by the National Treasury. Furthermore, a number of 
economic analysts have again revised down South Africa’s GDP growth forecast for 2012 to 
around 2.3%.  This weak economic outlook for South Africa poses a risk to the country’s 
employment drive and poverty reduction programmes. Going forward, decisive leadership in 
stabilising the labour unrests in both the mining and agriculture sectors is imperative to SA’s 
sustainable economic growth in the short term. Moreover, effective implementation of 
government programmes such as the strategic infrastructure programmes (SIPs), special 
economic zones (SEZs) and other industrial orientated programmes are critical to cushion the 
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3.3 Economic Growth Outlook
Lower-than-expected GDP data for Q3:12 puts the national 2.5% GDP growth forecast for 2012 at risk. The mining strikes 
will continue to be a drag on GDP growth in 4th quarter. Furthermore, the unrest in the mining industry has also spread 
to agriculture in recent times and this is likely to also weigh down 4th quarter GDP growth performance. Therefore, the 
feeble global growth and domestic labour tensions remain obstacles to growth. The interplay of both domestic and external 
factors resulted in the downward revision of SA’s growth forecasts to 2.6% by the IMF and to 2.5% by the National Treasury. 
Furthermore, a number of economic analysts have again revised down South Africa’s GDP growth forecast for 2012 to around 
2.3%.  This weak economic outlook for South Africa poses a risk to the country’s employment drive and poverty reduction 
programmes. Going forward, decisive leadership in stabilising the labour unrests in both the mining and agriculture sectors 
is imperative to SA’s sustainable economic growth in the short term. Moreover, effective implementation of government 
programmes such as the strategic infrastructure programmes (SIPs), special economic zones (SEZs) and other industrial 
orientated programmes are critical to cushion the economy from external vagaries.
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4. LABOUR MARKET TRENDS

The labour market remains principal to addressing South Africa’s growing poverty and inequality challenges for two reasons. 
First, a well-functioning and growing labour market, through employment, provides access to incomes that ease the burden 
of poverty and potentially reduce inequality. At the same time, a depressed labour market may fan social and political 
instability due to growing frustrations from unemployment. Employment is, therefore, central to human dignity, sustainable 
economic development and social cohesion. Any country seeking to resolve the ravages of poverty must find ways to 
provide jobs for those affected. A solid understanding and appreciation of the factors driving labour market dynamics is, 
thus, important for designing effective policies at both national and sub-national levels.

This section presents developments in KwaZulu-Natal labour market between the 2nd and 3rd quarters of 2012. The analysis 
is almost entirely based on the Quarterly Labour Force Survey 1(QFLS) . The section is divided into four subsections: first, an 
overview of the national and provincial labour market aggregates; second, an analysis of KwaZulu-Natal labour force; third, a 
consideration of employment developments in the province; and fourth, an analysis of unemployment. 

4.1 Overview of the labour market
Although South Africa experienced a mild recession compared to other advanced countries; the impact of the associated 
global economic uncertainty remains evident in the South African economy more than three years after the recession. The 
country’s trade linkage to the European markets – currently facing a prolonged debt crisis, has significantly affected South 
Africa’s exports volumes due to shrinking demand. At the same, the wild cat strikes that recently characterised the mining 
sector (which contracted by 17 percent in GDP terms) and of late cascaded to the agricultural sector, have made the recovery 
process even slower and weaker. 

The weak growth performance is clearly evident in the labour market. Employment has been declining gradually from its 
peak above 14 million during the fourth quarter of 2008 to reach 13 million by the 3rd quarter of 2010 (Figure 4-1). Therefore 
within seven months, the South African economy roughly shed a million jobs at an average of 1.4 percent per month. 
Although employment has since rebounded to reach 13.6 million jobs by the 3rd quarter of 2012, the recovery still falls short 
of the pre-recession levels.
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Figure 4.1:  National labour market trends since 2008Q1

1QLFS is a nationally representative survey conducted quarterly by Statistics South Africa (StatsSA), 

the official statistical agency in the country.
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At the same time, both unemployment levels and unemployment rates have gradually edged upwards. The expanded 
unemployment rate rose from around 26%in the fourth quarter of 2008 to 33.3% in the 3rd quarter of 2012. This suggests 
increasing pressure on the economy to expand job opportunities for the growing working age population. Nationally, the 
working age population reached 33.0 million in the 3rd quarter of 2012, nearly 6.9 million of whom resided in KwaZulu-Natal 
(Table 4-1). The quarterly expansion in the working age population has been slightly more rapid in KwaZulu-Natal, with a 
0.4% increase compared to 0.3 nationally. 

Table 4.1:  Labour market aggregates, 2012Q2 and 2012Q3

Indicator South Africa

 Q3:2011 Q2:2012 Q3:2012 Quarterly Change

Working Age Population 32 555 32 903  33 018      115 0.3

Employed 13 318   13 447  13 645       199 1.5

Unemployed 4 442 4 470   4 667      198 4.4

Labour Force 17 761     17 916  18 313      396 2.2

Discouraged Work-seekers 2 204       2 311     2 170     -142 -6.1

Labour Force Participation Rate 54.6     54.5         55.5       1.0 1.9

Unemployment Rate 25.0      24.9         25.5       0.5 2.2

Absorption Rate 40.9       40.9          41.3        0.5 1.2

Indicator KwaZulu-Natal

 Q3:2011 Q2:2012 Q3:2012 Quarterly Change

Working Age Population 6 776    6 855 6 881        26 0.4

Employed 2 510   2 520  2 533         13 0.5

Unemployed 593    623             85       62 9.9

Labour Force 3 103   3 143  3 218       75 2.4

Discouraged Work-seekers 549  585             70      -15 -2.5

Labour Force Participation Rate 45.8   45.8   46.8        0.9 2.0

Unemployment Rate 19.1  19.8    21.3         1.5 7.4

Absorption Rate 37.0            6.8   36.8          0.1 0.3

Source: DEDT calculations based on StatsSA, 2012



22 EZOMNOTHO
THE KWAZULU-NATAL QUARTERLY ECONOMIC AND STATISTICAL OVERVIEW

Generally, the quarterly performance of the province has been weak in respect to employment and unemployment, with the 
former only expanding by 0.5% to reach 2.53 million jobs, whilst the latter increased by 9.9% to reach 685 000. In comparison, 
for the country as a whole, employment grew by 199 000 jobs or 1.5%, while unemployment grew by 4.4%. The lack of job 
opportunities is clearly demonstrated in the absorption rates which remained virtually unchanged over the last quarter. 
Provincially, the absorption rate (employment – to – population ratio) marginally declined to 36.8% compared to 41.3% 
nationally. These estimates point to higher dependency ratios, where more individuals depend on incomes of the employed.

Particularly encouraging in these parameters, however, is the decline in the number of discouraged workers, comprising 
those who want to work and are available to work, but are not actively looking for work. Over the last quarter, KwaZulu-Natal 
experienced a decline in the number of discouraged workseekers at an average rate of 2.5% contributing to the narrowing 
gap between the provincial narrow and broad rates of unemployment. Similar trends were experienced nationally, although, 
with a more rapid decline in the rate of discouragement. While there are indications of a downward pressure in the rate 
of discouragement, the seemingly positive effect has been linearly transferred to narrow unemployment:  the 3rd quarter 
estimates clearly show a substantial increase in the narrow unemployment rate over the previous quarter, which increased 
by 1.5 percentage points to reach 21.3%.  Although the rate is still lower than the national average of 25.5% over the same 
period, the need to expand employment opportunities is clearly apparent, particularly, in view of the fact that the working 
age population is growing and the number of new job market entrants is also increasing.

4.2 KwaZulu-Natal Labour force
According to the 2011 census, almost 10.3 million people live in KwaZulu-Natal, constituting 19.8% of the country’s 
total population (StatsSA, 2012). This estimate has a direct bearing on the province’s labour force – comprising all 
individuals aged between the ages of 15 and 65 years who are either employed or unemployed. In the 3rd quarter 
of 2012, KwaZulu-Natal had an estimated 3.2 million individuals in the narrow labour force, 80.6% of whom are 
Africans (Table 4-2). The Asian labour force numbering 377 000, or 11.7% of the provincial labour force were the 2nd 

largest category, whilst Whites and Coloureds comprised 5.6% and 2.1% of the labour force respectively. The overall 
provincial labour force increased by 2.4% over the last quarter, with the Asian labour increasing by 13%, Africans 1.5% 
and Coloureds 2.4%. Only Whites saw a decline of 3.8%.



23

dedt
DEPARTMENT:
Economic Development & Tourism
PROVINCE OF KWAZULU-NATAL

“Building an Economy that creates opportunity for all and making tourism to work for us all”

2012Q2 2012Q3 Quarterly Change

 000s Share % 000s Share % 000s %

Narrow Labour Force 3143 100 3218 100 75 2.4

By Race       

African 2556 81.3 2594 80.6 37 1.5

Coloured 67 2.1 68 2.1 2 2.4

Asian 333 10.6 377 11.7 43 13.0

White 187 5.9 180 5.6 -7 -3.8

By Gender       

Male 1711 54.4 1746 54.2 35 2.0

Female 1432 45.6 1472 45.8 40 2.8

By Age Group       

15 to 24 year olds 482 15.3 522 16.2 41 8.4

25 to 34 year olds 1191 37.9 1204 37.4 14 1.1

35 to 44 year olds 812 25.8 825 25.6 13 1.6

45 to 54 year olds 444 14.1 464 14.4 20 4.4

55 to 65 year olds 215 6.8 203 6.3 -12 -5.5

By Educational Attainment       

No education 95 3.0 73 2.3 -22 -23.2

Grades 0 – 7 411 13.1 405 12.6 -6 -1.5

Grades 8 – 11 1060 33.7 1121 34.8 62 5.8

Grade 12 1078 34.3 1131 35.1 53 4.9

Diploma/Certificate 313 10.0 352 10.9 39 12.4

Degree 164 5.2 127 4.0 -36 -22.2

Table 4.2: Composition of KwaZulu-Natal labour force, 2012Q2 and 2012Q3

Source: DEDT calculations based on QLFS ( StatsSA, 2012)

Men constitute the majority of the provincial labour force, accounting for 54.2%, while women, numbering nearly 1.5 million, 
make up the remaining proportion of the labour force. The age effect is evident in the decision to work: individuals in the 
prime working ages of 25 to 34 years (approximately 1.2 million) constitute the largest proportion of the labour force, while 
825 000 are among those aged between 35 to 44 years. Together, the two age groups account for close to thirds of the total 
provincial labour force. The older workers make up the smallest proportion of the labour force with a share of 6.3%.

In terms of educational attainment, matriculants (Grade 12) provide the largest cohort of the labour force accounting for 
35.1% of the provincial workforce. They are followed by those with secondary education (Grade 8-11) with a share of 34.8%. It 
appears the labour force continues to shift towards higher educational attainment: the no education cohort had the highest 
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decline in the labour force, while those with Diploma had the highest increase. Of significant concern, nonetheless, is the 
remarkable decline of those with degrees. This may be manifestation of under sampling of this particular group of workers in 
the survey, rather than a real shift in the labour force representation of this cohort.

4.3 Employment in KwaZulu-Natal
While it is evident that the government of South Africa faces numerous policy challenges ranging from the fight against 
crime, poverty, service and education delivery challenges among others, the need for effective strategies that address the 
problem of unemployment by creating decent work opportunities remains principal among the list. The severe structural 
unemployment problem in the country has left various groups, including women, the youth and the low skilled, particularly 
vulnerable, and subsequently resulted in high social costs for the country. Regrettably, the prolonged effects of the 2008/2009 
recession and subsequent global economic uncertainty seem to have undone most of the gains that have been made on 
this front.

In KwaZulu-Natal 2.5 million workers were employed in the 3rd quarter of 2012, representing a marginal increase of 0.5% from 
the previous quarter (Table 4-3). However, disaggregation reveals substantial inter-group variations. Africans account for 
more than three quarters (77.5%) of the jobs in the province followed by Asians (13.3%) and Whites (6.9%), while Coloured 
represent less than 3% of total employment in the province. This distribution follows a similar pattern as observed in the 
composition of the provincial labour force, although, the proportion of Whites and Asians in employment exceed the groups’ 
respective shares in the labour force. Over the period, the share of Africans and Whites in employment declined by 0.8 and 
4.1% respectively, whilst Asians experienced a 10.3 percentage increase in employment. Although at face value, it would 
appear the estimates point to a significant race effect in the distribution of employment opportunities in the country, without 
extensive regression analysis to isolate the true race effect, the current estimate may be masking human capital inequalities 
among workers as opposed to discrimination in the job market. 
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2012Q2 2012Q3 Quarterly Change

 KwaZulu-Natal 000s Share % 000s Share % 000s %

Total Employment 2520 100 2533 100 13 0.5

By Race       

African 1980 78.6 1964 77.5 -16 -0.8

Coloured 53 2.1 56 2.2 4 7.1

Asian 304 12.1 337 13.3 33 10.8

White 183 7.3 175 6.9 -8 -4.1

By Gender       

Male 1399 55.5 1395 55.1 -4 -0.3

Female 1121 44.5 1138 44.9 17 1.6

By Age Group       

15 to 24 year olds 277 11.0 280 11.0 2 0.9

25 to 34 year olds 898 35.6 909 35.9 11 1.3

35 to 44 year olds 721 28.6 721 28.5 0 0.0

45 to 54 year olds 414 16.4 425 16.8 12 2.8

55 to 65 year olds 210 8.3 198 7.8 -12 -5.8

By Educational Attainment       

No education 77 3.1 60 2.4 -17 -21.7

Grades 0 – 7 342 13.6 338 13.4 -4 -1.0

Grades 8 – 11 815 32.4 813 32.1 -3 -0.3

Grade 12 833 33.0 869 34.3 36 4.4

Diploma/Certificate 282 11.2 324 12.8 42 14.8

Degree 155 6.1 123 4.9 -32 -20.6

Table 4.3 Demographic characteristics of employment, 2012Q2 and 2012Q3

Source: DEDT calculations based on StatsSA, 2012
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 South Africa 000s Share % 000s Share % 000s %

Total Employment 2520 100 2533 100 13 0.5

By Race       

African 1980 78.6 1964 77.5 -16 -0.8

Coloured 53 2.1 56 2.2 4 7.1

Asian 304 12.1 337 13.3 33 10.8

White 183 7.3 175 6.9 -8 -4.1

By Gender       

Male 1399 55.5 1395 55.1 -4 -0.3

Female 1121 44.5 1138 44.9 17 1.6

By Age Group       

15 to 24 year olds 277 11.0 280 11.0 2 0.9

25 to 34 year olds 898 35.6 909 35.9 11 1.3

35 to 44 year olds 721 28.6 721 28.5 0 0.0

45 to 54 year olds 414 16.4 425 16.8 12 2.8

55 to 65 year olds 210 8.3 198 7.8 -12 -5.8

By Educational Attainment       

No education 77 3.1 60 2.4 -17 -21.7

Grades 0 – 7 342 13.6 338 13.4 -4 -1.0

Grades 8 – 11 815 32.4 813 32.1 -3 -0.3

Grade 12 833 33.0 869 34.3 36 4.4

Diploma/Certificate 282 11.2 324 12.8 42 14.8

Degree 155 6.1 123 4.9 -32 -20.6

Table 4.3 Demographic characteristics of employment, 2012Q2 and 2012Q3

Source: DEDT calculations based on StatsSA, 2012

Employment rates differ by gender, with 56.5% of working-age males employed compared to only 43.5% of females. 
This may be an indication of gender driven inequities in educational attainment which feed into the labour market 
or vestiges of historically discriminatory policies which accorded more employment opportunities to men compared 
to females. Almost two thirds (63.1%) of KwaZulu-Natal employment is comprised of 25 to 44 year olds, while 45 to 
54 year old account for a further 18.7%. The youth and older workers account for a combined share of less than 20%.

Greater educational involvement amongst the employed is evident in the levels of employment by educational 
attainment. Having post-primary education is associated with higher chances of being employed. In the 3rd quarter 
of 2012, more than three quarters of the employed in KwaZulu-Natal had post-primary education compared to just 
under 3% who had no formal education. 
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Nationally, 13.6 million people were employed in the third quarter of 2012, compared to 13.4 million in the previous 
quarter. This represents a marginal increase of 1.5%. The national shares in employment according to race, gender, age 
and education  are similar to what was observed in the provincial analysis, with Africans accounting for the majority 
of national employment, more males in employment as opposed to females, higher employment among the prime 
aged and those with higher levels of educational attainment.

4.4 Sectoral Employment Composition/Trends
Table 4-4 presents the composition of employment by industry. Employment can be categorised into nine major 
industries and three major sectors, namely the primary, secondary and tertiary sectors. There appears to be some 
variation in the structure of employment between KwaZulu-Natal and South Africa as a whole at the level of the 
three major sectors. The primary sector, the smallest of the three sectors, accounts for a slightly higher share (7.4%) of 
employment nationally compared to KwaZulu-Natal (4.2%). Although agriculture, forestry and fishing is considered 
an industry where KwaZulu-Natal has a comparative advantage, the industry’s contribution to provincial employment 
(3.5%) is lower than the national share of 4.8% in the 3rd quarter of 2012.  Approximately 24.9% of provincial 
employment is located within the secondary sector, while the tertiary sector employs more than two thirds (71.4%) of 
the workforce. Nationally, 21.1 and 71.5% of employment is located in the secondary and tertiary sectors respectively. 
These estimates, point to the significance of secondary industries in KZN employment, particularly the contribution 
of the manufacturing industry, which accounts for 15.5% of provincial employment compared to 12.7% nationally. On 
a general level, the present structure of employment points to a long-term structural shift of the economy away from 
primary and secondary sector activities and towards services.

Table 4.4:  Sectoral composition of employment, 2012Q2 and 2012Q3

2012Q2 2012Q3 Quarterly Change

 KwaZulu-Natal 000s Share % 000s Share % 000s %

Total Employment   2 520   100 2 533  100  13     0.5 

Agriculture, forestry and fishing             91       3.6             89       3.5              -3          -2.8 

Mining and quarrying             19     0.8             18         0.7              -2          -8.1 

Primary Sector           111     4.4           106         4.2              -4          -3.7 

Manufacturing           389     15.5           392       15.5               3            0.8 

Electricity, gas and water             13       0.5             10         0.4              -3        -23.6 

Construction           211      8.4           215         8.5               3            1.6 

Secondary Sector           614   24.4           617      24.4                3            0.5 

Wholesale and retail trade           545    21.6           524       20.7            -21           -3.9 

Transport, storage and communication          196       7.8          206         8.1             10            5.0 

Financial and business services          282     11.2          298       11.7             16           5.6 

Community, social and personal (CSP) services           544    21.6           560       22.1             16           2.9 

Private households          229       9.1          222         8.8             -6          -2.8 

Tertiary Sector      1 796     71.3       1 810       71.4            14          0.8 



28 EZOMNOTHO
THE KWAZULU-NATAL QUARTERLY ECONOMIC AND STATISTICAL OVERVIEW

Table 4.4:  Sectoral composition of employment, 2012Q2 and 2012Q3

Source: DEDT calculations based on StatsSA, 2012

2012Q2 2012Q3 Quarterly Change

 KwaZulu-Natal 000s Share % 000s Share % 000s %

Total Employment     13 447     100     13 645       100           199           1.5 

Agriculture, forestry and fishing           638       4.7           661         4.8             23           3.6 

Mining and quarrying           357       2.7           349         2.6              -8          -2.3 

Primary Sector           996      7.4       1 010         7.4            15           1.5 

Manufacturing       1 678       0.7       1 727       12.7             49           2.9 

Electricity, gas and water            98       7.5           105         0.8               6           6.5 

Construction       1 012    22.1       1 046         7.7             34           3.4 

Secondary Sector      2 788    20.7       2 878       21.1             89           3.2 

Wholesale and retail trade       2 966    22.1       2 962       21.7              -4          -0.1 

Transport, storage and communication          791       5.9           834         6.1            43           5.5 

Financial and business services       1 737    12.9       1 811       13.3            74           4.3 

Community, social and personal (CSP) services       3 012    22.4       3 025      22.2             14           0.4 

Private households       1 153      8.6       1 124         8.2           -28           -2.5 

Tertiary Sector      9 658    71.8       9 756       71.5             99           1.0 

Key employers provincially were Community, Social and Personal (CSP) Services (22.1%), Wholesale and Retail Trade (20.7%) 
and Manufacturing (15.5%). Nationally, Finance and Business services displaces the manufacturing sector as the 3rd largest 
employer, with a share of 1.3% of national employment.

4.5 Unemployment in KwaZulu-Natal
Unemployment, arguably, remains a central policy issue currently facing all spheres of government in South Africa. The 
effects of unemployment extend beyond financial depravation to include high social costs emanating from problems 
associated with crime and social cohesion which may ultimately hinder economic growth in the long term. This subsection 
presents the structure of unemployment in the KwaZulu-Natal, examining various characteristics in detail. Specifically it 
uncovers the differences in levels of unemployment by race, age, gender, and educational attainment. Additionally, we briefly 
examine regional differences in the rates of unemployment. These disaggregated outcomes are of interest in their own right, 
as information on them can help policy makers understand the fundamental causes of differing aggregate unemployment 
outcomes across different covariates, thus, informing targeted policy interventions.

The unemployed comprise all individuals who, in the survey week  did not work at all either for pay or assisting in a family 
business, yet were available for work (either paid employment or self- employment) and were actively seeking work. 
People satisfying these criteria are considered to be ‘strictly’, ‘narrowly’ or ‘officially’ unemployed. This approach of defining 
unemployment is supply side oriented, as it gives emphasis on the searching activity of the concerned persons. 

Alternatively, there is a broader approach for defining unemployment, which considers demand side factors, for example, 
issues affecting supply of jobs. This approach, otherwise called the broad or unofficial definition of unemployment, drops the 
requirement that the unemployed must be actively seeking work. The broad approach is appropriate in situations where: the 
conventional means of seeking work are of limited relevance; the labour market is largely unorganised or of limited scope; 
labour absorption is inadequate or the economy is largely informal (high volume of self-employed). 
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average and almost double the rate amongst 25 to 34 year olds, while for those aged 45 
years or older the unemployment rate is below 10%. Those with incomplete secondary 
education are most likely to be unemployed, with unemployment rates of around 27.5% in the 
3rd quarter of 2012. The unemployment rate falls to 23.1% for those with matric certificates, 
and to under 8% for those with diplomas, certificates or degrees. 
 
Figure 4-2 KwaZulu-Natal narrow unemployment rates, 2012Q2 and 2012Q3 

 
Source: DEDT calculations based on StatsSA, 2012 
 
The important trend over the period has been the increase in the unemployment rate from 
19.8% in the 2nd quarter of 2012 to 21.3% in the 3rd quarter of 2012. Africans and Asians saw 
the highest increase in unemployment rate of 1.7% compared to the provincial average of 
1.5%, while the unemployment rate amongst Whites only increased by a marginal 0.3%. 
Although Coloureds saw the highest decline in unemployment rate, they only make up a small 
proportion of workers in the province. For the youngest members of the labour force – those 
between the ages of 15 and 24 years – the unemployment rate rose 4.0 percentage points to 
46.4%, while for 35 to 44 year olds; the increase was virtually equal to the national average of 
1.5 percentage points. Those with higher levels of educational attainment recorded the 
highest decline in unemployment rate averaging 2.0 percentage points for those with post-
matric education. This highlights the significance of educational attainment as insurance 
against joblessness. 
 
Two groups, however, stand out in the analysis of unemployment rate shifts. First, those aged 
between 15 and 24 years saw a larger absolute increase in the unemployment rate over the 
period than the other age cohorts. This is a manifestation of what has become a common 
phenomenon where young workers, by virtue of lacking job market experience, are often 
excluded from the labour market. These estimates call for targeted intervention to address the 
plight of young people for they are the backbone of future prosperity. Second, the 
unemployment rate for those with incomplete secondary education increased from 23.1% to 
27.5% over the period. This can be explained due to the fact that those within this educational 
cohort tend to supply the majority of the labour force and therefore any major shift in key 
labour market trends will often affect workers in this category.  
 
Figure 4-3 compares regional differences in both narrow and broad unemployment rates. The 
horizontal black line shows the average national narrow unemployment rate, while the red line 
shows the equivalent broad unemployment rate. The estimates reveal that KwaZulu-Natal 
(21.3%) has the lowest narrow unemployment rate in the country, and is one of five provinces 
with narrow unemployment rates below the national average of 25.5% (Figure 3). Limpopo 
(22.3%), Gauteng (24.8%) North West (25.0%) and, Western Cape (25.4%) constitute the 
remainder of provinces with narrow unemployment rates below the national average. On the 
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In total, 685 000 individuals were unemployed in KwaZulu-Natal in the 3rdquarter of 2012, representing a narrow 
unemployment rate of 21.3%. A disaggregation of the narrow unemployment rates according to race, gender, age, and 
education point to labour market patterns that exhibit exclusion. The unemployment rate amongst Africans was 24.3%, 
17.2% amongst Coloureds, 10.4% amongst Asians and 2.4 amongst Whites (Figure 4-2). 

Although unemployment rate estimates were higher for women than men, in the 3rd quarter of 2012, the difference is 
smaller than in the previous quarter. Finally, younger and less educated individuals are more likely to be unemployed. The 
unemployment rate amongst 15 to 24 year olds, at 46.4% in the 3rd quarter of 2012,  is more than double the provincial 
average and almost double the rate amongst 25 to 34 year olds, while for those aged 45 years or older the unemployment 
rate is below 10%. Those with incomplete secondary education are most likely to be unemployed, with unemployment rates 
of around 27.5% in the 3rd quarter of 2012. The unemployment rate falls to 23.1% for those with matric certificates, and to 
under 8% for those with diplomas, certificates or degrees.

The important trend over the period has been the increase in the unemployment rate from 19.8% in the 2nd quarter of 2012 
to 21.3% in the 3rd quarter of 2012. Africans and Asians saw the highest increase in unemployment rate of 1.7% compared to 
the provincial average of 1.5%, while the unemployment rate amongst Whites only increased by a marginal 0.3%. Although 
Coloureds saw the highest decline in unemployment rate, they only make up a small proportion of workers in the province. 
For the youngest members of the labour force – those between the ages of 15 and 24 years – the unemployment rate rose 
4.0 percentage points to 46.4%, while for 35 to 44 year olds; the increase was virtually equal to the national average of 
1.5 percentage points. Those with higher levels of educational attainment recorded the highest decline in unemployment 
rate averaging 2.0 percentage points for those with post-matric education. This highlights the significance of educational 
attainment as insurance against joblessness.

Two groups, however, stand out in the analysis of unemployment rate shifts. First, those aged between 15 and 24 years saw a 
larger absolute increase in the unemployment rate over the period than the other age cohorts. This is a manifestation of what 
has become a common phenomenon where young workers, by virtue of lacking job market experience, are often excluded 
from the labour market. These estimates call for targeted intervention to address the plight of young people for they are the 
backbone of future prosperity. Second, the unemployment rate for those with incomplete secondary education increased 
from 23.1% to 27.5% over the period. This can be explained due to the fact that those within this educational cohort tend to 
supply the majority of the labour force and therefore any major shift in key labour market trends will often affect workers in 
this category. 

Figure 4.2 KwaZulu-Natal narrow unemployment rates, 2012Q2 and 2012Q3

Source: DEDT calculations based on StatsSA, 2012
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Figure 4-3 compares regional differences in both narrow and broad unemployment rates. The horizontal black line shows 
the average national narrow unemployment rate, while the red line shows the equivalent broad unemployment rate. The 
estimates reveal that KwaZulu-Natal (21.3%) has the lowest narrow unemployment rate in the country, and is one of five 
provinces with narrow unemployment rates below the national average of 25.5% (Figure 3). Limpopo (22.3%), Gauteng 
(24.8%) North West (25.0%) and, Western Cape (25.4%) constitute the remainder of provinces with narrow unemployment 
rates below the national average. On the other hand, the Northern Cape and Mpumalanga had the highest unemployment 
rates of 32.0% and 31.0% respectively.

Whilst lower rates of narrow unemployment are typically associated with better functioning labour markets that are better 
able to absorb workseekers into employment, we should not lose sight of the more than 2 million workers, nationally, who 
have given up searching for work. These discouraged work-seekers are a powerful indicator of the deeply structural nature of 
South Africa’s unemployment challenge. Large proportions of discouraged work-seekers entail large gaps between narrow 
and expanded unemployment rates, indicating the inability of the labour markets to absorb job seekers. When we factor in 
this phenomenon, the expanded unemployment rate in KwaZulu-Natal is 1.6 times the rate of narrow unemployment rate, 
while the ratio in Limpopo is 1.7 and North West is 1.5. Only the Western Cape has a ratio of 1 and Gauteng is marginally 
higher with a ratio of 1.1. This suggests that the labour markets in these two provinces are better able to absorb job seekers 
than the rest of the country. 

4.6 Labour market outlook
Following a cautiously optimistic 3rd quarter employment recovery, which grew by 1.5% in South Africa as a whole and by 
0.5% in KwaZulu-Natal province, the hiring pace is expected to slow down noticeably in the last four months of the year. 
Opportunities for jobseekers are expected to be generally weaker in most sectors, on the back of declining global demand. 
Lower interest rates have not had the desired effect on consumer spending and borrowing and consumer confidence remain 
low. This in turn has affected consumer business confidence, which has dropped and as a result affecting business plans. The 
on-going trend of indecision with regards to the Eurozone debt crisis, coupled with on going wild cat strikes domestically 
further adds caution to business hiring plans and more so on foreign investment inflows. The knock-on effect of the mining 
output, which significantly declined in the 3rd quarter, is expected to significantly show in the fourth quarter of 2012. The 
unemployment rate is, therefore, expected to marginally edge upwards from the 25.5% estimated for the whole of South 
Africa (and the 21.3% in KwaZulu-Natal) in the 3rd quarter of 2012.
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other hand, the Northern Cape and Mpumalanga had the highest unemployment rates of 
32.0% and 31.0% respectively.  
 
Figure 4-3 Provincial and national strict and expanded unemployment rates, 2012Q3 

 
Source: DEDT calculations based on StatsSA, 2012 
 
Whilst lower rates of narrow unemployment are typically associated with better functioning 
labour markets that are better able to absorb workseekers into employment, we should not 
lose sight of the more than 2 million workers, nationally, who have given up searching for 
work. These discouraged work-seekers are a powerful indicator of the deeply structural 
nature of South Africa’s unemployment challenge. Large proportions of discouraged work-
seekers entail large gaps between narrow and expanded unemployment rates, indicating the 
inability of the labour markets to absorb job seekers. When we factor in this phenomenon, the 
expanded unemployment rate in KwaZulu-Natal is 1.6 times the rate of narrow unemployment 
rate, while the ratio in Limpopo is 1.7 and North West is 1.5. Only the Western Cape has a 
ratio of 1 and Gauteng is marginally higher with a ratio of 1.1. This suggests that the labour 
markets in these two provinces are better able to absorb job seekers than the rest of the 
country.  
 
4.6 Labour market outlook 
Following a cautiously optimistic 3rd quarter employment recovery, which grew by 1.5% in 
South Africa as a whole and by 0.5% in KwaZulu-Natal province, the hiring pace is expected 
to slow down noticeably in the last four months of the year. Opportunities for jobseekers are 
expected to be generally weaker in most sectors, on the back of declining global demand. 
Lower interest rates have not had the desired effect on consumer spending and borrowing 
and consumer confidence remain low. This in turn has affected consumer business 
confidence, which has dropped and as a result affecting business plans. The on-going trend 
of indecision with regards to the Eurozone debt crisis, coupled with on going wild cat strikes 
domestically further adds caution to business hiring plans and more so on foreign investment 
inflows. The knock-on effect of the mining output, which significantly declined in the 3rd 
quarter, is expected to significantly show in the fourth quarter of 2012. The unemployment 
rate is, therefore, expected to marginally edge upwards from the 25.5% estimated for the 
whole of South Africa (and the 21.3% in KwaZulu-Natal) in the 3rd quarter of 2012. 
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5. EXCHANGE RATE

This section briefly summarise the recent exchange rate developments in South Africa. A trend analysis of the major exchange 
rates of the Rand (ZAR) vis-à-vis the United States of America (USA) Dollar, the Euro and the British Pound.is considered. 

In the 3rd quarter of 2012 the Rand weakened against all of the aforementioned major currencies. Since March 2012, the Rand 
depreciated from about R7.60 against the USA Dollar, R10.04 against the Euro and R12.03 against the British Pound to the 
current levels of R8.27 against the Dollar, R10.35 against the Euro (€) and R13.06 against the Pound (£).

The depreciation of the exchange rate against these major currencies is underpinned by the continued risk aversion in 
the international market, policy uncertainty and labour unrest in the country and the observed lacklustre growth in major 
trading partners in Europe.
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The depreciation of the exchange rate against these major currencies is underpinned by the 
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Figure 5-1: Trends in South African nominal exchange rates: Jan 2012-Sept 2012 

 
Source: South African Reserve Bank, November 2012.  
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Figure 5.1: Trends in South African nominal exchange rates: Jan 2012-Sept 2012

Source: South African Reserve Bank, November 2012. 
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Quintiles Level Monthly Expenditure Inflation Rate at September 2012

Average 5.5%

1 Very Low R0 to R1,213/month 6.4%

2 Low R1,213 to R1,939/month 6.4%

3 Middle R1,940 to R3,062/month 6.2%

4 High R3,063 to R6,596/month 6.1%

5 Very High R6,596 and more 5.2%

6. INFLATION

The 3rd quarter of 2012 witnessed a record low inflation rate of 4.9% (Figure 6-1) in July after decelerating to within the 
Reserve Bank policy target of 3%-6% in April. Consumer price inflation regained momentum in the subsequent months, 
driven by the prices of petrol, electricity, education and food. Food inflation, which moderated in the 1st half of 2012, started 
accelerating again as international grain prices spiralled higher in the wake of climate-related setbacks to production. As a 
result, in September 2012 the inflation rate (as measured by CPI) was back up to 5.5%.

Table 6.1 illustrates how inflation affects different expenditure groups, from the lowest to the highest groups and the 
effects of inflation on these groups in the month of September 2012. The population with the very lowest expenditure 
level experienced an inflation rate of 6.4%, higher than headline inflation rate of 5.5%, while the very high expenditure 
population group experienced an inflation rate of 5.2% compared to the total average inflation rate of 5.5%. There is a 
negative relationship between the level of expenditure and inflation. This is mainly attributed to the fact that a large portion 
of the low expenditure group’s expenditure is spent on food products and transport, which are the main CPI drivers.
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The 3rd quarter of 2012 witnessed a record low inflation rate of 4.9% (Figure 6-1) in July after 
decelerating to within the Reserve Bank policy target of 3%-6% in April. Consumer price 
inflation regained momentum in the subsequent months, driven by the prices of petrol, 
electricity, education and food. Food inflation, which moderated in the 1st half of 2012, started 
accelerating again as international grain prices spiralled higher in the wake of climate-related 
setbacks to production. As a result, in September 2012 the inflation rate (as measured by 
CPI) was back up to 5.5%. 
 
Figure 6-1: Trends in South African year-on-year inflation (Jan 2012 – Sept 2012) 
 

Source: Stats SA, November 2012 
 
Table 6.1 illustrates how inflation affects different expenditure groups, from the lowest to the 
highest groups and the effects of inflation on these groups in the month of September 2012. 
The population with the very lowest expenditure level experienced an inflation rate of 6.4%, 
higher than headline inflation rate of 5.5%, while the very high expenditure population group 
experienced an inflation rate of 5.2% compared to the total average inflation rate of 5.5%. 
There is a negative relationship between the level of expenditure and inflation. This is mainly 
attributed to the fact that a large portion of the low expenditure group’s expenditure is spent 
on food products and transport, which are the main CPI drivers. 
 
Table 6-1 Inflation by expenditure group 
Quintiles Level Monthly Expenditure Inflation Rate at 

September 2012 
 Average 5.5%
1 Very Low R0 to R1,213/month  6.4% 
2 Low R1,213 to R1,939/month 6.4% 
3 Middle R1,940 to R3,062/month 6.2% 
4 High R3,063 to R6,596/month 6.1% 
5 Very High R6,596 and more  5.2% 
Source: Stats SA 
 
6.1 Geographical inflation 
In the 3rd quarter of 2012, only the Western Cape (4.9%) and Gauteng (5.0%) provinces had 
an inflation rate that was lower than the headline inflation which was estimated at an average 
of 5.1% in the 3rd quarter (Figure 6-2). The provinces with an annual inflation rate higher than 
headline inflation were the Northern Cape (5.8%), KwaZulu-Natal (5.5%), Mpumalanga 
(5.8%), North West (5.7%), and Limpopo (5.8%). The Eastern Cape (5.1%) and Free State 
(5.1%) had an average inflation equal to the average headline inflation. 
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Figure 6-2 Geographical Headline Inflation (%): July 2012 – Sept 2012 

 
Source; StatSA, November 2012 
 
6.2 Inflation Outlook 
The inflation outlook is generally positive on the back of slow consumer demand and the 
global economic slowdown. The CPI drivers will continue to be fuel, food prices, commodities 
and transport. Despite the resurgence of risk aversion and the flight to ‘safe’ assets globally, 
the Rand’s depreciation has remained relatively tame and therefore unlikely to add 
significantly to price pressures. Most economists expect inflation to remain in the target range 
throughout the 1st half of 2013.  
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6.1 Geographical inflation
In the 3rd quarter of 2012, only the Western Cape (4.9%) and Gauteng (5.0%) provinces had an inflation rate that was lower 
than the headline inflation which was estimated at an average of 5.1% in the 3rd quarter (Figure 6-2). The provinces with 
an annual inflation rate higher than headline inflation were the Northern Cape (5.8%), KwaZulu-Natal (5.5%), Mpumalanga 
(5.8%), North West (5.7%), and Limpopo (5.8%). The Eastern Cape (5.1%) and Free State (5.1%) had an average inflation equal 
to the average headline inflation.

6.2 Inflation Outlook
The inflation outlook is generally positive on the back of slow consumer demand and the global economic slowdown. The 
CPI drivers will continue to be fuel, food prices, commodities and transport. Despite the resurgence of risk aversion and the 
flight to ‘safe’ assets globally, the Rand’s depreciation has remained relatively tame and therefore unlikely to add significantly 
to price pressures. Most economists expect inflation to remain in the target range throughout the 1st half of 2013.

Figure 6.2 Geographical Headline Inflation (%): July 2012 – Sept 2012

Source; StatSA, November 2012
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7. INTERNATIONAL TRADE

7.1 International Trade performance, Q3:2012
According to the United Nations Statistics (UNSTATS) and the World Trade Organisation (WTO), during the 3rd quarter of 2012, 
there was an estimated US$1.6 trillion  (or R13.1 trillion) worth of products traded between countries (Figure 7.1). The leading 
exporting country during this period was China, with exports valued at US$541.3bn. China was followed by the United States 
at US$378.5bn and Japan at $199.9bn. South Africa was among the 19 countries that reported trade statistics, with a total 
trade of US$22 billion.

Nature of China’s exports and Export destinations 
The US$541.3bn worth of goods from China mainly comprised ‘electrical and electronic equipment’ (11.7%) of total exports, 
followed by ‘machinery, nuclear reactors, boilers, etc.’ at 8.53%, and ‘articles of apparel’ at 2.5%. Within the ‘electrical and 
electronic equipment’ group, China exported mostly electric appliances for line telephony (28% of the group total), followed 
by ‘electronic circuits, integrated circuits and micro-assemblies’ (13.2%), and ‘television receivers’ (5.69% of the 11.7%).

Within the ‘machinery, nuclear reactors, boilers, etc.’ group, which contributed 8.53% of total exports from China in Q3:2012, 
‘automatic data processing machines and optical readers, etc.’ contributed 41.5%, or US$36.2bn, followed by ‘parts and 
accessories of computers and office machines’ (8.81%), and ‘printing machinery’ (6.82% or US$7.2bn).

The leading destination market for Chinese ‘electrical and electronic equipment was Hong Kong, absorbing 29% of the 
product, followed by the US at 15.8% and Republic of Korea at 6.5%. China exported 0.4% of this product to South Africa. 
‘Machinery, reactors, boilers, etc.’ were bought mainly by the US (21.7% of total), followed by Hong Kong (15.1%) and Japan 
(6.6%). Only 0.7% of this product landed in South Africa.
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trillion) worth of products traded between countries (Figure 7.1). The leading exporting 
country during this period was China, with exports valued at US$541.3bn. China was followed 
by the United States at US$378.5bn and Japan at $199.9bn. South Africa was among the 19 
countries that reported trade statistics, with a total trade of US$22 billion. 
 
Figure 7.1: World exports, Q3:2012 (US$ trillion) 

 
Source: WTO (2012) 
 
Nature of China’s exports and Export destinations  
The US$541.3bn worth of goods from China mainly comprised ‘electrical and electronic 
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followed by ‘electronic circuits, integrated circuits and micro-assemblies’ (13.2%), and 
‘television receivers’ (5.69% of the 11.7%). 
 
Within the ‘machinery, nuclear reactors, boilers, etc.’ group, which contributed 8.53% of total 
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office machines’ (8.81%), and ‘printing machinery’ (6.82% or US$7.2bn). 
 
The leading destination market for Chinese ‘electrical and electronic equipment was Hong 
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were bought mainly by the US (21.7% of total), followed by Hong Kong (15.1%) and Japan 
(6.6%). Only 0.7% of this product landed in South Africa. 
 
World trade in quantities 
In quantity terms, Chile was the leading exporting country at 12,284,893,184 kilograms, or 
12.3 million tons of goods. Chile was followed by New Caledonia at 1.3 mt, Iceland at 555.9 
thousand tons, Burkina Faso (61.2 tt), and Australia, China, Brazil and Japan. South Africa 
was the 14th country on the list, with no specific quantity.  
 
A common feature about the high quantity exporting countries is the structure of their export 
products, which is mainly primary products or commodities (see Table 7.1). 
 

                                                 
2 This value incorporates only data reported by 19 out of 88 countries  
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World trade in quantities
In quantity terms, Chile was the leading exporting country at 12,284,893,184 kilograms, or 12.3 million tons of goods. Chile 
was followed by New Caledonia at 1.3 mt, Iceland at 555.9 thousand tons, Burkina Faso (61.2 tt), and Australia, China, Brazil 
and Japan. 2South Africa was the 14th country on the list, with no specific quantity.  

A common feature about the high quantity exporting countries is the structure of their export products, which is mainly 
primary products or commodities (see Table 7.1).

7.2 KwaZulu-Natal relevance to South Africa’s trade performance
The economic weakness currently experienced in Euro area has got everyone (commentators, investors, traders, policy 
makers, etc) on their toes, expecting the worst while also hoping for the best. With Europe being one of South Africa’s (and 
KwaZulu-Natal’s) main trading partners, any macro-economic shock in the Euro area is likely to affect the province’s and the 
country’s economic activity in a negative way, more especially though the trade channel, which has a potential to trickle 
down to negative developments in domestic employment, output, balance of payments and inflation. 

While provincial trade statistics are not readily available quarterly, South Africa’s trade performance has a bearing on 
KwaZulu-Natal’s economic activity since the province’s two seaport handle not less than 65% of the country’s seaborne cargo.   

7.3 South Africa’s trade position, Q3:2012
Exports
According to the World Trade Organisation’s (WTO’s) International Trade Centre (INTRACEN), South Africa exported R181.5 
billion (or US$22.0 bn) worth of merchandise in the 3rd quarter of 2012. This was a 1% increase in performance when 
compared to the 2nd quarter of the year (Figure 7.2). 

According to the South African Revenue Services (SARS), the cumulative export value between January and September 2012 
amounted to an estimated R528.8 billion, a 2.8% increase from R512.4 billion recorded during the same period in 2011.

2This value incorporates only data reported by 19 out of 88 countries 

Table 7.1: Top 5 export products from leading exporting countries by quantity

Source: 

Product rank
Country

Chile New Caledonia Iceland

1 ores, slag and ash ores, slag and ash Aluminum 

2 Wood, pulp of wood Iron and steel Fish

3 Salt, sulphur, lime & cement Nickel and articles thereof Iron & steel

4 Copper Edible vegetables Animal feeds

5 Edible fruit Mineral fuels
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4 Copper Edible vegetables Animal feeds 
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Source? 
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According to the South African Revenue Services (SARS), the cumulative export value 
between January and September 2012 amounted to an estimated R528.8 billion, a 2.8% 
increase from R512.4 billion recorded during the same period in 2011. 
 
Figure 7.2: South Africa’s total export of goods, Q3:2012 (USD billions) 

 
Source: WTO-INTRACEN (2012) 
 
The largest increase in the value of South Africa’s exports during this period was in goods 
destined for the Oceania (20.7%), followed by merchandise to the other parts of Africa (2.4%). 
The value of exports to Europe continued to fall (-10.1%), while Asia continued to lead the 
continents as South Africa’s main export destination (R187.5 billion). Despite the chronic 
decline in its share of South Africa’s exports, Europe managed to maintain the second place 
at R121.8 billion, from R135.5 billion in January-September 2011. The general decline in 
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Figure 7.2: South Africa’s total export of goods, Q3:2012 (USD billions

Source: WTO-INTRACEN (2012)

The largest increase in the value of South Africa’s exports during this period was in goods destined for the Oceania (20.7%), 
followed by merchandise to the other parts of Africa (2.4%). The value of exports to Europe continued to fall (-10.1%), while 
Asia continued to lead the continents as South Africa’s main export destination (R187.5 billion). Despite the chronic decline 
in its share of South Africa’s exports, Europe managed to maintain the second place at R121.8 billion, from R135.5 billion in 
January-September 2011. The general decline in South Africa’s exports to the EU is attributable to the current fiscal quagmire 
facing the euro zone which have led to a sustained decline in consumer demand. 

South Africa’s Major export Basket
According to the WTO, the top export product groups were ‘pearls, precious stones, metals and coins’ (11.5%), followed by 
‘ores, slag and ash’ (6.79%), ‘mineral fuels, oil distillation products, etc’ (5.16%), and vehicles (4.85%). ‘Machinery, nuclear 
reactors, boilers, etc’ came in at 5th position, contributing 3.52% (Figure 7.-3). There was a noticeable decline in the value of 
‘ores, slag & ash’, and ‘iron & steel’ exports in the 3rd quarter, while ‘peals, precious stones, etc’, and ‘vehicles’, increased their 
shares.
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South Africa’s exports to the EU is attributable to the current fiscal quagmire facing the euro 
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According to the WTO, the top export product groups were ‘pearls, precious stones, metals 
and coins’ (11.5%), followed by ‘ores, slag and ash’ (6.79%), ‘mineral fuels, oil distillation 
products, etc’ (5.16%), and vehicles (4.85%). ‘Machinery, nuclear reactors, boilers, etc’ came 
in at 5th position, contributing 3.52% (Figure 7.-3). There was a noticeable decline in the value 
of ‘ores, slag & ash’, and ‘iron & steel’ exports in the 3rd quarter, while ‘peals, precious stones, 
etc’, and ‘vehicles’, increased their shares. 
 
Figure 7.-3: South Africa’s  Major Exports Q3:2012 (% shares) 

 
Source: WTO-INTRACEN (2012) 
 
In terms of quantity, South Africa’s highest volume of exports were ‘ores, slag and ash’ (15.3 
mt), ‘iron and steel’ (1.7 mt) and ‘edible vegetables, nuts, melons, etc’ (1.1 mt). Within the 
‘ores’ group, iron ores & concentrates was the largest exported product at 11.3 mt, followed 
by manganese ores & concentrates at 2.0 mt, and chromium & concentrates at 1.5 mt. 
While the value of South Africa’s exports in Q3:2012 was 1% higher than in Q2:2012, the 
quantity was actually 18.55% lower. The largest fall was recorded in the number of ships 
(97.43%), followed by a 45.48% fall in furskins, and a 40.85% decline in wool & animal hair to 
6,061 tons. The leading 15.3 mt of ores, slag and ash was also 15.44% lower than in the 
previous quarter. 
 
South Africa Export destination, in Q3:2012? 
China remained the leading destination for South African exports, accounting for  R18.9 billion 
or 10.4% of the country’s total exports. The US also held the fort in the second place, buying 
8.7% of the total merchandise exports (or R15.7 billion). Japan was the 3rd most important 
export destination (6.6% or R12.0 billion), with Germany (5.5%, R10.0 billion) and India 
(3.8%, R6.9 billion). There were also three African countries in the top 10 destination markets 
for South Africa’s exports during this period, namely Zambia (5.9 billion), Mozambique (5.5 
billion) and Zimbabwe (R5.2 billion).  
 
The presence of African countries among South Africa’s leading trading partners explains the 
increase in the share of high-value export products, since South Africa exports these products 
to other African countries, while it exports raw materials to the more developed economies in 
the west and east.  In general, South Africa’s trade with these main partners picked up during 
Q3:2012, after a marked decline in the 1st quarter. 
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Source: WTO-INTRACEN (2012)

In terms of quantity, South Africa’s highest volume of exports were ‘ores, slag and ash’ (15.3 mt), ‘iron and steel’ (1.7 mt) 
and ‘edible vegetables, nuts, melons, etc’ (1.1 mt). Within the ‘ores’ group, iron ores & concentrates was the largest exported 
product at 11.3 mt, followed by manganese ores & concentrates at 2.0 mt, and chromium & concentrates at 1.5 mt.
While the value of South Africa’s exports in Q3:2012 was 1% higher than in Q2:2012, the quantity was actually 18.55% lower. 
The largest fall was recorded in the number of ships (97.43%), followed by a 45.48% fall in furskins, and a 40.85% decline in 
wool & animal hair to 6,061 tons. The leading 15.3 mt of ores, slag and ash was also 15.44% lower than in the previous quarter.

South Africa Export destination, in Q3:2012?
China remained the leading destination for South African exports, accounting for  R18.9 billion or 10.4% of the country’s total 
exports. The US also held the fort in the second place, buying 8.7% of the total merchandise exports (or R15.7 billion). Japan 
was the 3rd most important export destination (6.6% or R12.0 billion), with Germany (5.5%, R10.0 billion) and India (3.8%, R6.9 
billion). There were also three African countries in the top 10 destination markets for South Africa’s exports during this period, 
namely Zambia (5.9 billion), Mozambique (5.5 billion) and Zimbabwe (R5.2 billion). 

The presence of African countries among South Africa’s leading trading partners explains the increase in the share of high-
value export products, since South Africa exports these products to other African countries, while it exports raw materials 
to the more developed economies in the west and east.  In general, South Africa’s trade with these main partners picked up 
during Q3:2012, after a marked decline in the 1st quarter.
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Figure 7.4: South Africa’s export of goods market, Q3:2012 (USD billion) 

 
Source: WTO-INTRACEN (2012) 
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8. KWAZULU-NATAL INVESTMENTDEVELOPMENTS

8.1 Global FDI performance, 1st half 2012
According to the United Nations Conference on Trade and Development’s (UNCTAD’s) Global Investment Trends Monitor, 
in the 1st half of 2012, global FDI fell by 8% to an estimated US$668 billion, down from US$729 billion in 1st half of 2011, 
reportedly due to increased uncertainty in the global economy, marked by fears of an exacerbation of the sovereign debt 
crisis in Europe and a slowdown of growth in major emerging market economies. 

During this period, developing and transition economies continued to absorb more than half of global FDI flows. For the 
first time, developing economies alone accounted for a half of the global total. Despite a slight decline in FDI inflows, China 
became the largest recipient country in the 1st half of 2012, followed by the United States.

Flows to developing economies decreased by 5%. While flows to developing Asia declined, those to Latin America and the 
Caribbean and Africa rose. FDI flows to the BRICs as a whole, and to each of individual country within the group, fell. FDI flows 
to Africa showed signs of recovery in the 1st half of 2012, with year-on-year growth reaching 5%, after three consecutive years 
of decline. North Africa led the way, particularly Egypt, as FDI flows to the region increased by three-quarters with a gradual 
return of investors’ confidence in the region. In Sub-Saharan Africa, South Africa suffered a significant fall in FDI inflows 
(-43.6%) in the 1st half of 2012 due to slower economic growth.

8.2 South Africa’s domestic investment, Q2:2012
The most recent data on investment from the South African Reserve Bank (SARB) indicate that during the 2nd quarter of 2012, 
total gross fixed capital formation (GFCF) grew at an annualized 5.7% compared to the 1st quarter of 2012 (Figure 8.1). While 
the 5.7% expansion was too small compared to the growth witnessed in the years before the global economic slowdown 
of 2008—2009, it was slightly higher than the 1st quarter experience of 5.3%. The 2nd quarter growth in GFCF is concerning, 
as firms appear to be generally reluctant to commit. This reluctance on the part of firms could translate to lost opportunity 
waiting to be unlocked through that one bold move. With recent widespread labour unrest in the country, the 3rd quarter 
growth is likely to be even worse. However, the current accommodative monetary policy, coupled with some compromise in 
the labour market, should necessitate investment growth.
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Most of the growth in Q2:2012 emanated from the ‘community services’ sector, which grew in capital outlay by 19.3%, after a 
-5.3% dive in Q1:2012 and 12% in Q3:2011 (Figure 8.2). Investment expansion in all the other sectors was seriously subdued, 
with ‘Finance, real estate and business services’ leading the plunge, followed by ‘mining and quarrying’. The concerning factor 
about the subdued investment expenditure is the negative effect it is likely to have on employment creation in the medium 
term, adding to the already high joblessness rates in the domestic economy.
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By type
The fastest investment vehicle was transport equipment (16.6%), after an impressive 13.6% in the 1st quarter. This could be a 
result of the massive infrastructure expenditure on the government’s infrastructure plans to grow the economy and create 
jobs. Another noticeable movement was a -16% in the highly volatile transfer costs. This value of property changing hands is 
so restless it is almost predictable that every high is followed by a low.

By source
Growth in investment by the general government in Q2:2012 overtook that by public corporations for the first time during 
the period under review (Figure 8.4). This remarkable performance in government investment is an indication of the serious 
undertaking by government to create 5 million new jobs by 2020, through infrastructure spending. In fact, growth in 
government GFCF has been relentless since 2010, and it is encouraging to see the momentum at which is being carried out. 
This is likely to have significant positive spinoffs for the country’s future competitiveness as transportation of goods will be 
quicker. The only setback in the short to medium term is the burgeoning current account  3deficit (reported at -R200 billion 
in the Q2:2012) (Figure 8.5), as a result of the hugely negative trade balance the country is experiencing. This trade deficit is 
caused by machinery, used in the planned government infrastructure projects, constituting a large portion of the country’s 
imports. 

This widening current account deficit is likely to render the rand weaker and susceptible supply-push inflation pressures. 
Nonetheless, the long term benefits are probably worth the trouble.
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hands is so restless it is almost predictable that every high is followed by a low. 
 

Figure 8.4: Quarterly growth in gross fixed capital formation by source (SAA*), 
Q1:2008—Q2:2012  

 
Source: TIKZN calculations using South Africa Reserve Bank (2012) gross fixed capital 
formation time series; * seasonally adjusted and annualised 
 
By source 
Growth in investment by the general government in Q2:2012 overtook that by public 
corporations for the first time during the period under review (Figure 8.4). This remarkable 
performance in government investment is an indication of the serious undertaking by 
government to create 5 million new jobs by 2020, through infrastructure spending. In fact, 
growth in government GFCF has been relentless since 2010, and it is encouraging to see the 
momentum at which is being carried out. This is likely to have significant positive spinoffs for 
the country’s future competitiveness as transportation of goods will be quicker. The only 
setback in the short to medium term is the burgeoning current account3 deficit (reported at -
R200 billion in the Q2:2012) (Figure 8.5), as a result of the hugely negative trade balance the 
country is experiencing. This trade deficit is caused by machinery, used in the planned 
government infrastructure projects, constituting a large portion of the country’s imports.  
 
This widening current account deficit is likely to render the rand weaker and susceptible 
supply-push inflation pressures. Nonetheless, the long term benefits are probably worth the 
trouble. 

                                                 
3 Current Account is the sum of the balance of trade (exports minus imports of goods and services), net factor 
income (such as interest and dividends) and net transfer payments (such as foreign aid). 
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3Current Account is the sum of the balance of trade (exports minus imports of goods and services), net factor income (such as interest and dividends) 

and net transfer payments (such as foreign aid).
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Figure 8-5: South Africa current account balance, Q2:2012 

 
Source: Trading economics, 2012 
 
8.3 KwaZulu-Natal Investment Monitor, Q3:2012 

 
Figure 8.6 KwaZulu-Natal investment index, August 2012 

 
Source: Economists.co.za: 2012 
 
Fixed investment in KwaZulu-Natal is growing strong, but there are signs of investment 
slowing down in some sectors. The latest KwaZulu-Natal fixed investment monitor shows 
fixed investment in the province grew by 19.4% year-on-year in August, compared to 25.8% 
the month before. Quarter-on-quarter, fixed investment in KwaZulu-Natal was slightly down by 
0.8%, after having increased in the preceding three months. 
 
Transport equipment taking a dive 
Investment in transport equipment witnessed a significant  slowdown and shows some of the 
confidence in the local transport sector is waning. Investment in trucks and busses declined 
by 0.9% year-on-year, the first decline in 13 months. Investment in aircraft was down 54% 
from a year ago. Comair’s low-cost airline, kulula.com, will import more planes towards the 
end of the year and with the R5 billion guarantee SAA will get from the government, it will 
most likely also buy some aircraft in the next year or so. The demise of 1Time left a gap in the 
market, which could lead to additional aircraft purchases. However, on the short term these 
will not make much of a difference to the transport sector and for the next six months or so 
aircraft imports will mostly be down. In total, investment in ships and aircraft was 47.6% down 
from a year ago. 
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8.3 KwaZulu-Natal Investment Monitor, Q3:2012

Figure 8.6 KwaZulu-Natal investment index, August 2012

Source: Trading economics, 2012

Source: Economists.co.za: 2012

Fixed investment in KwaZulu-Natal is growing strong, but there are signs of investment slowing down in some sectors. 
The latest KwaZulu-Natal fixed investment monitor shows fixed investment in the province grew by 19.4% year-on-year in 
August, compared to 25.8% the month before. Quarter-on-quarter, fixed investment in KwaZulu-Natal was slightly down by 
0.8%, after having increased in the preceding three months.
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Transport equipment taking a dive
Investment in transport equipment witnessed a significant  slowdown and shows some of the confidence in the local 
transport sector is waning. Investment in trucks and busses declined by 0.9% year-on-year, the first decline in 13 months. 
Investment in aircraft was down 54% from a year ago. Comair’s low-cost airline, kulula.com, will import more planes towards 
the end of the year and with the R5 billion guarantee SAA will get from the government, it will most likely also buy some 
aircraft in the next year or so. The demise of 1Time left a gap in the market, which could lead to additional aircraft purchases. 
However, on the short term these will not make much of a difference to the transport sector and for the next six months or so 
aircraft imports will mostly be down. In total, investment in ships and aircraft was 47.6% down from a year ago.
This contributed to the 20.5% year-on-year decline in investment in transport equipment in KwaZulu-Natal. Quarter-on-
quarter, the investment category grew by 0.7%.

Double-digit growth for buildings investment
Investment in buildings in KwaZulu-Natal showed strong year-on-year growth of 20.7%, but was down 8.1% on the previous 
quarter. Despite the strong year-on-year growth there is some concern that parts of this investment category are not doing as 
well as one could have hoped. Investment in residential and non-residential buildings was down 22% year-on-year. Lumber 
sales were up 6.3% year-on-year, which show that home alterations are still taking place. The number of RDP houses built by 
the KwaZulu-Natal government was up 100% from a year ago. The problem is that the private sector is not at all putting the 
same amount of money into the building sector as the government at the moment. Although interest rates have declined, 
investment in buildings in KwaZulu-Natal is not likely to see major increases until next year. There is not much hope of the 
private sector picking up soon, so it is very important that the government picked building investment to make up for some 
of the slack in the building sector.

Civil construction looking up
Investment in civil construction is following a similar trend as investment in buildings. Year-on-year the investment category 
was up 19.9%, but this was most likely on the back of government spending and not spending by the private sector. Investment 
in civil construction was up 1% quarter-on-quarter, after three months of decline. Imported civil construction material for 
KwaZulu-Natal was up 34.4% and a lot of this material is likely to be used in the construction of roads or dams by the South 
African National Roads Agency and the government. The import of goods like asphalt and millstones and grindstones, which 
are mostly used for roads, is proof of roadworks in KwaZulu-Natal. However, in the private sector businesses like mines and 
factories are not upgrading their infrastructure at the moment.
Investment in structural steel was only up 1.5% year-on-year which indicates that investment in local civil construction 
material is not doing well. The slow growth in investment in structural steels also reflects the negative trend in non-residential 
buildings and mines.

Slight decline in transfers investment
Investment in transfers was down 0.4% year-on-year, but up 7.1% on a quarterly basis. As it accounts for only 2% of fixed 
investment in KwaZulu-Natal, the slight decline is no reason for concern.

Imported machinery boosts KZN machinery investment
Investment in machinery in KwaZulu-Natal shows a preference for imported equipment, tools and materials. Investment 
in imported machinery was up 35.7% year-on-year and investment in local machinery and manufacturing equipment by 
only 6.5%. While it is sad to see local machinery and equipment not taking off as one would have hoped, a lot of the import 
growth was the result of people still buying in anticipation of a weaker rand. The businesses are trying to buy more of their 
machinery abroad to compete against imports and maybe later on look for new export markets. It is a good sign that the 
manufacturing sector’s outlook is still positive despite the sector being under pressure. This has a lot to do with KwaZulu-
Natal itself as the province could soon become a better export hub than Gauteng because of the lower costs involved. On 
the whole, investment in machinery in KwaZulu-Natal grew by 28.7% year-on-year, but declined by 3.3% quarter-on-quarter 
after three months of double-digit growth.
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ICT investment still going strong
There is still major ICT investment in South Africa, probably led by the telecommunications sector and the expansion of 
cell phone companies. Investment in ICT equipment in KwaZulu-Natal grew by 25.1% year-on-year and 16.9% quarter-on-
quarter.
Private firms are still upgrading their computers with the launch of Windows 8. The growth in the tablet market also means 
that more and more devices are linking up to the Internet. The ICT sector will continue to be solid in KwaZulu-Natal and 
probably for the whole country.

8.4 Other major investment projects in KwaZulu-Natal: by Creamer Media 
8.4.1 Durban port upgrade and expansion project
Transnet Port Terminal has taken delivery of the first three of seven tandem-lift ship-to-shore (STS) cranes for its container 
terminal. The cranes, bought from China-based Shangai Zhenhua Heavy Industries (ZPMC), will make DCT Pier 2 the first 
terminal in Africa to operate tandem lift STS cranes. The three cranes arrived on board the Zhen Hua 27 vessel on November 
20 and form part of a fleet of seven tandem-lift STS cranes procured to renew port terminal handling equipment at the 
terminal, and the remaining four cranes are set to arrive early in 2013.

The cranes are capable of servicing the latest generation container vessels, with a span of 24 containers across the deck. 
They are fully compatible to service the next generation megamax vessels that will be able to dock at the Durban Container 
Terminal’s north quay once it is deepened. In addition to the standard twin-lift twenty-foot-container crane handling 
operation, DCT’s new STS cranes are also able to lift 2 x forty foot full containers or 4 x twenty foot (empty) containers 
in tandem during vessel operations across the quay. With its 80 t safe working load, this new dual-hoisting, tandem-lift 
technology is expected to boost port productivity. The R700-million investment in tandem-lift STS cranes has been prioritised 
as one of TPT’s top-ten capital investment projects under Transnet’s market demand strategy.

8.4.2 Mondi Richards Bay steam turbine project, KwaZulu-Natal, South Africa 
The project involves the installation of a 47 MW steam turbine at Mondi’s Richards Bay mill, which will further increase the 
facility’s power self-sufficiency and produce surplus electricity for input into the South African grid. The project also offers 

Table 8.2 KwaZulu-Natal investment monitor by sub-index, August 2012

Main and sub indices of the 
KwaZulu-Natal Investment Monitor

% Change on a year ago % Change from a  quarter ago

Transport Equipment -20.5% 0.7%

Buildings 20.7% -8.1%

Civil Construction 19.9% 1.0%

Machinery 28.7% -3.3%

ICT Equipment 25.1% 16.9%

Transfers -0.4% 7.1%

Total Investment Index 19.4% -0.8%

increase

decrease

Source: Economists.co.za (2012)
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a platform for further use of biomass from forest by-products and wood residues. The renewable energy portion used to 
power the turbine will be sourced from a combination of biomass from forest residues and black liquor or lignin separated 
during the cooking process of pulpwood. The energy project, which is expected to begin operating in November 2013, forms 
part of a larger €170-million package of energy-related projects being undertaken by the London- and Johannesburg-listed 
company.
The main equipment orders have been placed with Zest Energy, and Bosch Projects has been awarded the engineering 
portion of the project.

8.4.3 Mediclinic Pietermaritzburg expansion project, KwaZulu-Natal, South Africa
The project includes the addition of 95 beds to create additional capacity in the medical, paediatric, surgical and neonatal 
intensive care units at the Mediclinic Pietermaritzburg hospital, as well as a separate ward for day cases, a 360-bay multilevel 
parking deck and an office block for 16 new doctors’ suites. The pharmacy, the kitchen and the laundry, besides others, 
will receive new facilities with the latest equipment. The R200-million project, expected to be completed by July 2014also 
includes a new cardiac critical care unit, a catherisation lab and an additional theatre.

8.4.4 South Africa-Swaziland railway project
The governments of South Africa and Swaziland have signed a memorandum of understanding (MoU), reaffirming their 
support of the railway project. The project includes the construction of a 146 km railway line between Lothair, in Mpumalanga, 
South Africa, and Sidvokodvo, in Swaziland, with an initial yearly capacity of 15-million tons.

The 146 km link will divert general freight currently being moved on the Ermelo–Richards Bay line through Swaziland, 
thereby increasing the capacity of South Africa’s coal channel from Mpumalanga to the Richards Bay Coal Terminal (RBCT), 
in KwaZulu-Natal, to an estimated 91-million tons. Envisaged in the first phase is a single, nonelectrified line, with crossing 
loops spaced about 40 km apart. The new line, which could emerge as South Africa’s first greenfield line in more than three 
decades, will be operated by diesel locomotives. Currently, the coal line has the capacity to move about 72-million tons, well 
below the 91-million-ton nameplate capacity of the RBCT.

The development is being pursued in parallel with an initiative to build heavy-haul capacity from the Waterberg coalfields, 
in Limpopo, to Ermelo, in Mpumalanga, which should open up new coal export capacity from South Africa and possibly 
neighbouring Botswana. Besides the Lothair–Sidvokodvo link, Transnet will also need to upgrade and strengthen other 
networks in South Africa, Swaziland and Mozambique. These associated projects include the upgrade of the 108 km Davel–
Lothair line at an estimated cost of R2.2-billion, strengthening the 345 km Sidvokodvo–Richards Bay line (R4.6-billion) and 
upgrading the 154 km Phuzumoya–Maputo line, which will involve capital of around R1.8-billion. The project is estimated to 
cost between R16-billion and R17-billion, and Transnet is expected to contribute R12-billion and Swazi Rail about R5-billion.
Construction is expected to begin in 2013 and commissioning is scheduled for 2016, with environmental approvals and land 
acquisitions expected to be finalised between 2012 and 2014.

8.5 Other FDI into KwaZulu-Natal
Ford South Africa (Ford) US-based Ford has announced that it expanded production at its Silverton assembly plant in Pretoria, 
South Africa, by adding a second shift. The company has also expanded production at its Struandale engine plant in Port 
Elizabeth, South Africa, by adding a third shift. In order to meet continued strong demand for the pickup Ford Ranger in 
South Africa and abroad, the company has created 800 new jobs across its two plants in the country. 

Henkel - www.henkel.com - Germany 
Germany-based chemical and consumer goods manufacturer Henkel will build a centre of research and development in 
Johannesburg, South Africa. The new facility is included in the €2bn ($2.6bn) corporate strategy 2013-2016 plan. 
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Dachser South Africa (Dachser) - www.dachser.com - Germany 
Dachser South Africa, a logistics provider and subsidiary of Germany-based Dachser, has opened a new branch in Port 
Elizabeth, South Africa. The office will enable the firm to serve its South African customers with transport solutions, particularly 
the automotive industry. Dachser South Africa intends to recruit locally and train employees. 

SunEdison (MEMC Electronic Materials) - www.memc.com - United States 
US-based SunEdison, a solar energy services provider and subsidiary of MEMC Electronic Materials, has secured funding for 
the new Witkop Solar Park project in Limpopo province. In partnership with Chint Solar, the Public Investment Corporation 
and the Kurisani Youth Development Trust, SunEdison will invest $314m in the 30 megawatts Witkop Solar Park and a separate 
28MW solar park in Soutpan, Limpopo creating 55 permanent jobs across both projects. Construction of the Soutpan Solar 
Park is planned to begin in January 2013 and will be interconnected in January 2014, while construction of the Witkop Solar 
Park is set to begin in January 2013 and will be interconnected in April 2014, supplying Eskom. 

Global Political Solutions - www.globalpoliticalsolutions.com - United States 
Global Political Solutions (GPS) a US-based international relations firm has launched GPS/South Africa with the opening a 
new office in Pretoria, South Africa. The new office will work on enhancing US-Africa business development through foreign 
direct investment and targeted public private partnerships. 

Mainstream Renewable Power - www.mainstreamrp.com - Ireland 
Ireland-based Mainstream Renewable Power and South Africa based-Genesis Eco-Energy have started the construction of 
a 50 megawatts (MW) De Aar solar PV solar farm in Emthanjeni in the Northern Cape, and another 50 megawatts (MW) 
Droogfontein PV solar farm in Kimberley. The projects are scheduled to be fully operational by mid 2014 and during 
construction the project is expected to generate jobs. The plants are part of a 238 MW and $640,89 m investment by the 
company into South Africa that will produce in total 635 gigawatts of electricity, enough to supply up to 48,000 households. 

TerniEnergia (Terni Research) - www.terniricerca.it - Italy 
TerniEnergia, a subsidiary of Italy-based Terni Research, has established a new subsidiary in Cape Town, South Africa. 
TerniEnergia South Africa will operate in carrying out the substantial programme of activities in which the group expects 
to develop in South Africa and neighbouring countries. In particular, TerniEnergia South Africa will be involved in this first 
phase in the construction, as EPC contractor for primary European utility, of a photovoltaic plant at the airport of Upington. 

CNMC International Trade South Africa (China Nonferrous Metals Mining (CNMC)) - www.cnmc.com.cn - China 
CNMC International Trade South Africa, a subsidiary of China Nonferrous Metal Mining and trader of products and services 
in the metals industry, has opened a new office in Johannesburg, South Africa. The new location will allow the company to 
focus on bulk mineral and metal commodity trade opportunities, engineering consultancy and contractor work, logistics 
services and the supply of mechanical equipment, electrical equipment and plants. The office will also enable its parent 
company to participate in international economic cooperation and competition, strengthening trade ties between China 
and South Africa. 

Marubeni-Itochu Steel (Marubeni) - www.marubeni.co.jp - Japan 
Japan-based Marubeni-Itochu Steel, a subsidiary of Marubeni, has announced that it will open a branch in Johannesburg, 
South Africa. The new office, set to open in January 2013, is to be located inside Marubeni’s Johannesburg branch. Marubeni-
Itochu Steel intends to gather information about various fields from across Africa as quick as possible to further find 
commercial materials
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9. INFRASTRUCTURE

KwaZulu-Natal’s comparative advantage lies in its’ transport infrastructure and logistics. The newly adopted Provincial Growth 
and Development Strategy (PGDS) envisions positioning KZN as a gateway to  South Africa and the entire African continent. 
As such, it is imperative that the province’s infrastructure is efficient; world class and also responsive to new economic 
development opportunities. Currently the province benefits from two major sea ports; a relatively new international airport; 
a developing air freight facility as well as numerous smaller municipal airports; and large road and rail networks. This section 
provides some statistics relating to the performance of these transport infrastructure facilities on a quarterly basis.

9.1 KwaZulu-Natal Port Movements 
9.1.1 Volume of Vessels
The total number of vessels handled at South African ports during the 3rd quarter was 2,523 compared to 3,026 in the 2nd 

quarter and 2,307 in the corresponding period last year. The decrease in volume of vessels could be a result of a decrease 
in demand for South African commodities such as coal and platinum, possibly due to the recent wildcat strikes. There was 
however an increase of 9.4% from the previous year’s handling capacity. This increase can be attributed to the fact that 
South Africa has the biggest ports in Africa and may be used as a gateway to importing and exporting products to and from 
the African continent. Durban’s contribution of the volume of vessels handled in the 3rd quarter of 2012 was 37.8% (953) of 
the total volume of vessels at South African ports, compared to 44.2% (1,019) during the 3rd quarter of 2011. Richard’s Bay’s 
contribution decreased by 3.2%, with the 3rd quarter’s contribution being 14.7% (370) compared to 17.9% (412) in the same 
quarter the previous year. This information is clearly illustrated in the graph below. The growth in the number of vessels 
handled at the Port of Durban is constrained by increasingly limited infrastructural capacity resulting in congestion at the 
port. This is further exacerbated by high port costs, with Durban being identified as one of the most expensive ports in the 
world. These factors are undermining the competitiveness of the Port of Durban compared to other South African ports and 
as a result is causing vessel diversion. These hitches are being addressed through a number of port expansion initiatives 
in the province such as SIP2 infrastructure development programmes (Back of port developments and dig-out port) and 
Richards bay container terminal upgrades.
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Figure 9-1: Total Number of Vessels for the 3rd quarter 2012 

 
Source: Transnet, 2012 
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9.1.2 4Cargo  handling (metric tons)
In terms of cargo handling, Richards’s bay is the country’s leading port for heavy cargo as shown in the graph below. During 
the 3rd quarter of 2012, total cargo tonnage handled at South African ports amounted to 52.5 million metric tons compared 
to 50 million metric tons during the same period in 2011. This increase in cargo handling can be conceived of as a response 
to the demand in commodities in the global market. Cargo tonnage handled at the Port of Richards Bay amounted to 22.9 
million metric tons during the period under review compared to 21.9 million metric tons during the 3rd quarter of 2011. This 
increase in cargo tonnage in the Richards Bay area is due to increased demand for coal, which is exported mainly from the 
Richards Bay port. 

The 3rd quarter started with a poor showing in terms of cargo handling in Durban. In July 2012 Durban handled cargo of 
2.6 million metric tons, but as the quarter drew to a close Durban handled cargos of 4.2 and 4.4 million metric tons for the 
months of August and September respectively. Overall the contribution of Durban and Richards bay cargo handling (metric 
tons) to the total cargo handling for the country decreased from 66.6% in the 3rd quarter of 2011 to 64.8% in the 3rd quarter 
of 2012.

9.1.3 Container Handling
The Port of Durban is South Africa’s major container handling port, making up 60.3% of the country’s total number of 
containers handled. Richards Bay is only a very minor container handling destination accounting for only 0.8% of the 
country’s total containers handled. Container traffic is very seasonal as the figure below indicates, so it is therefore more 
meaningful to compare total containers handled over a period of a year. In this respect the Port of Durban showed a decrease 
from 726,750 containers handled in the 3rd quarter of 2011 to 662,266 in the 3rd quarter of 2012. It is also important to note 
from the figure below that there has also been a decline in container traffic in the rest of the country as well.

The decrease in container handling at the Durban port may be due to decreases in demand for imported products and also 
a decrease in exported products. It is important to note the high proportion (20.6%) of empties in the number of containers 
handled, which cause logistical difficulties with regard to accommodating these empties at the Durban port. This is further 
exacerbated by the increasing tonnage of cargo being handled at the Port of Durban, and lends motivation to the proposal 
to develop a second container terminal in the province, with proposals having it located at the old Durban International 
Airport Site, which is part of the Durban – Gauteng Transport Corridor plan.
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Figure 9-3: Total Number of Containers Handled 

 
Source: Transnet, 2012 
 
9.2 KwaZulu-Natal Airport Statistics 
 
Figure 9-4: Total Passenger Movements at South Africa’s Busiest Airports 

 
Source: ACSA, November 2012 
 
King Shaka International is the 3rd busiest airport in the country, after Cape Town 
International and OR Tambo airports, and recorded 1,178,712 million total passenger 
movements in the 3rd quarter of 2012. The airports in Pietermaritzburg and Richards Bay are 
relatively minor destinations averaging only 18,000 – 25,000 total passenger movements per 
quarter. While King Shaka International airport does not enjoy the same volumes as O.R 
Tambo or Cape Town International, its total passenger movements are significantly more 
stable than the former two airports. This may be due to King Shaka airport not being as 
significant a leisure tourist airport as the other two airports are, making them more susceptible 
to seasonal fluctuations in tourist numbers. Total passenger movements at Cape Town 
International and O.R Tambo for the 3rd quarter of 2012 increased by 0.63% and 6.82% 
respectively on the same period last year, whilst passenger movements at King Shaka 
International decreased by 0.007% in the same period. Although there was a decrease in 
flight movements in KZN in the 3rd quarter compared to previous quarters in 2012, it is 
expected that there will be an increase in flight activity in the 4th quarter of 2012, as tourists 
make their way to the province for their summer beach holidays. 
 
Total passenger arrivals (586,219) at King Shaka represent roughly half of total passenger 
movements at the airport in the 3rd quarter. This figure can proxy as a very rough indication of 
the overall number of tourists (domestic and foreign) arriving in the province per quarter, 
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King Shaka International is the 3rd busiest airport in the country, after Cape Town International and OR Tambo airports, 
and recorded 1,178,712 million total passenger movements in the 3rd quarter of 2012. The airports in Pietermaritzburg 
and Richards Bay are relatively minor destinations averaging only 18,000 – 25,000 total passenger movements per quarter. 
While King Shaka International airport does not enjoy the same volumes as O.R Tambo or Cape Town International, its total 
passenger movements are significantly more stable than the former two airports. This may be due to King Shaka airport 
not being as significant a leisure tourist airport as the other two airports are, making them more susceptible to seasonal 
fluctuations in tourist numbers. Total passenger movements at Cape Town International and O.R Tambo for the 3rd quarter of 
2012 increased by 0.63% and 6.82% respectively on the same period last year, whilst passenger movements at King Shaka 
International decreased by 0.007% in the same period. Although there was a decrease in flight movements in KZN in the 3rd 
quarter compared to previous quarters in 2012, it is expected that there will be an increase in flight activity in the 4th quarter 
of 2012, as tourists make their way to the province for their summer beach holidays.

Total passenger arrivals (586,219) at King Shaka represent roughly half of total passenger movements at the airport in the 
3rd quarter. This figure can proxy as a very rough indication of the overall number of tourists (domestic and foreign) arriving 
in the province per quarter, although it must be acknowledged that not all the arrivals will be tourists, with day-visitors and 
returning residents included in the arrival figures. It is clear that while King Shaka International continues to increase its 
number of arrivals it lags a long way behind OR Tambo and even Cape Town as a destination for tourists travelling by air. 
Although KwaZulu-Natal will continue to struggle to compete with Gauteng as an air travel hub, due to the latters’ centrality 
and prominence, the province should look to close the gap on Cape Town by attracting more direct flights and by making the 
province a more favourable destination for overseas tourists in particular. 



51

dedt
DEPARTMENT:
Economic Development & Tourism
PROVINCE OF KWAZULU-NATAL

“Building an Economy that creates opportunity for all and making tourism to work for us all”

10. OTHER ECONOMIC INDICATORS 

10.1 Construction Sector Developments
Stats SA released its construction industry report during the 3rd quarter of 2012 which reflected the industry’s performance 
in terms of profits, capital expenditure, and employment statistics compared to 2007. According to the report, 86% of the 
income generated by the industry during 2011 came from three major divisions which were civil engineering structures, 
buildings and other constructions. The total income generated in 2011 increased by 12.2% when compared to 2007. All 
divisions reported an increase in profit margins except for renting of construction or demolition equipment with operators 
(-4.4%) and painting and decorating (-0.3%). Site preparation (5.7%), electrical contractors (5.2%) and other building 
installation (4.9%) recorded the highest profit margin. 

The sector’s expenditure for 2011 was made up of purchases (44%), payments to subcontractors and labour brokers (20%) 
and salaries and wages (19%). The sector’s Capex was mostly on plant, machinery and equipment (54%), vehicles (29%) and 
other (8%). A large portion of the employment created in the sector in 2011 was from civil engineering structures (33%), 
other constructions (28%) and buildings (24%). The total employment in the sector decreased in 2011 when compared to 
2007 by 2.9%. The male-female ratio in the sector was biased towards male as there were only11% women employed in 
the sector in 2011. During the period under review there was a recorded increase in women’s participation in the renting of 
construction or demolition equipment with operators (21.3%); site preparation (20.5%), shopfitting (15.7%) and construction 
of civil structures (13.7%). There is a need for government to develop and train more women in the field of construction in 
order to achieve employment equity to address gender inequalities that exist within the South African economy.

10.1.1 Building Plans Approved – South Africa
The South African construction sector saw an increase of 7.3% after three quarters into 2012 when compared to the same 
period last year. This is in spite of the decrease experienced within two divisions under residential buildings whereby flats 
and town houses and other residential buildings decreased by 2.4% and 29.9% respectively. The value of approved building 
plans for dwelling houses increased by 11.6% followed by non-residential buildings with an increase of 7.8% and residential 
buildings increased by 7.3%. In terms of value, dwelling houses (R1.8 Billion), residential buildings (R1.6 Billion) and additions 
and alterations (R1.1 billion) contributed the most toward the value increase. Overall the sector reported an increase 
estimated at R3.6 billion for approved building plans by larger municipalities at current prices.

Table 10.1: Comparison of performance by three leading provinces in SA for approved building plans by larger 
municipalities (current prices)

Source: StatSA, November 2012

Indicator January to 
March 2012

January to June 
2012

January to September 
2012

KwaZulu-Natal R’000 2 035 393 4 841 050 R7,475,158

% Change -34.9% -16,9 -17,3%

Gauteng R’000 5 580 842 13 199 088 R21,312,853

% Change -0.7% 7,2% 11,6%

Western Cape R’000 3 303 446 6 943 798 R11,792,859

% Change 1.6% 15,4 22,2%

South Africa R’000 14 731 533 32 576 591 52 115 644

% Change -4.5% 4.3% 7.3%
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Estimates August
2011 (%)

August 2012 
(%)

May 2012 
(%)

Annual 
percentage 

change

Utilisation of production capacity 79.8 81.9 81.4 2.1

Under-utilisation of production capacity 20.2 18.1 18.6 -2.1

Reasons for 
under-
utilisation:

Shortage of raw materials 1.9 1.7 2.0 -0.2

Shortage of labour 1.4 1.4 1.4 0.0

Insufficient Demand 11.1 10.5 10.8 -.06

Other reasons 5.8 4.5 4.4 -1.3

Total reasons 20.2 18.1 18.6 -2.1

At a provincial level Gauteng (39.3%), Western Cape (19.9%) and KwaZulu-Natal (18.6%) were the leading contributors 
towards the total value of building plans that were approved since the beginning of 2012. On the other hand, KZN also 
the led the list of provinces that experienced a slump in the total value of plans approved. KZN lost over R1.6 billion during 
the period under review followed by Northern Cape (R37m) and Mpumalanga (R61m). According to table 10.1 above, the 
construction sector in KZN performed negatively in terms of approved plans as the percentage change between 2011 and 
2012 was negative. The performance of the sector for SA during the 1st quarter of 2012 was below the zero line but has since 
picked up in the past two quarters to 7.3% (y/y) in the 3rd quarter. Amongst the three provinces only Western Cape has not 
experienced negative growth in the current year.

10.2 Manufacturing: Utilisation of production capacity by large enterprises
The third review for 2012 of utilisation of production capacity by large enterprises revealed that under-utilisation decreased 
by 2.1 % when compared to the same period in 2011 and by 0.5% when compared to the May 2012 statistics.  The shortage 
in the supply of labour remained at 1.4% (y/y and q/q); while all other factors contributing to underutilisation declined see 
table10.2. 

10.2.1 Capacity Utilisation by Manufacturing Division
For the period under review, Petroleum, chemical products, rubber and plastic products (3.7%), basic iron and steel, non-
ferrous metal products and metal products and machinery (3.5%) and Motor vehicles, parts and accessories and other 
transport equipment (3.2%) were the top performers in terms of utilisation of production capacity. Furniture and ‘other’ 
manufacturing division (-1.3%), Glass and non-metallic mineral products (1.0%) and Electrical machinery (-0.7%) were 
divisions that were mostly affected by underutilization as shown below in table 10.3.

Table 10 2: Changes in the utilisation of production capacity by large manufacturing enterprises (year-on-year)

Source: StatsSA; November 2012
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Table 10.3: Utilisation of production capacity by large enterprises in the manufacturing industry

Source: Stats, November 2012

Manufacturing Divisions August 
2011 

(%)

August 
2012 

(%)

May 
2012 

(%)

Annual 
percentage 

change

Quarterly 
percentage 

change

Food and beverages 83.0 82.8 83.4 -0.2 -0.6

Textiles, clothing, leather and footwear 74.1 75.9 74.9 1.8 1.0

Wood and wood products and paper, publishing 
and printing

81.2 84.3 81.9 3.1 2.4

Petroleum, chemical products, rubber and plastic 
products

81.1 84.8 84.0 3.7 0.8

Glass and non-metallic mineral products 79.5 78.5 78.9 -1.0 -0.4

Basic iron and steel, non-ferrous metal and metal 
products and machinery

73.9 77.4 77.2 3.5 0.2

Electrical machinery 83.3 82.6 83.2 -0.7 -0.6

Radio, television and communication apparatus 
and professional equipment

87.4 88.1 86.4 0.7 1.7

Motor vehicles, parts and accessories and other 
transport equipment

81.8 85.0 85.1 3.2 -0.1

Furniture and 'other' manufacturing division 83.7 82.4 80.8 -1.3 1.6

Total Manufacturing 79.8 81.9 81.4 2.1 0.5

10.3 Retail Trade Sales
Statistics released by Stats SA for the 3rd quarter of 2012 indicated an annual increase of 4.6% in retail sales as measured at 
constant 2008 prices. The major contributors to the change were textiles (1.9%), general dealers (1.3%), and pharmaceuticals 
and other retailers with a contribution of 0.4 percentage points. In terms of the growth performance in the various retail 
divisions, Textiles, clothing, footwear and leather goods (9.4%), Pharmaceuticals and medical goods, cosmetics and toiletries 
(5.2%) and Household furniture, appliances and equipment (4.2%) were the top three performers for the period under review 
y/y (Table 10.4). All divisions reported a positive growth with the Food, beverages and tobacco in specialised stores division 
reporting the least growth of 1.4% (y/y).
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Type of Retailer Q3:2011  
 (R million)

Q3:2012 
 (R million)

Q3:2012  
 (R million)

% change 
Q3:2011 and 

Q3:2012

General dealers 47,333 48,991 50,480 3.5

Retailers of food, beverage and tobacco in specialised 
stores

12,936 13,121 11,852 1.4

Retailers in pharmaceutical and medical goods, 
cosmetics and toiletries

8,724 9,176 9,027 5.2

Retailers in textiles, clothing, footwear and leather goods 26,228 28,697 29,787 9.4

Retailers in household furniture, appliances and 
equipment

8,150 8,495 8,220 4.2

Retailers in hardware, paint and glass 9,610 9,9987 9,720 3.9

All other retailers 16,127 16,614 15,599 3.0

Total 129,108 135,081 134,685 4.6

Table 10 5: contribution of each type of activity to motor trade sales (Q3:2012)

Source: StatsSA: November 2012

Retail sales for the 4th quarter of 2012 are anticipated to increase due to the festive season as the repo rate remains low at 
5% with a prime rate of 8.5%.  However the inflation rate remains high with a CPI of 5.6% which indicate high prices and this 
has an adverse impact on consumer buying power.

10.4 Motor Trade Sales 
According to StatsSA, 3rd quarter motor trade sales rose by 7.7% year-on-year with significant increases noted in new vehicle 
sales (10.3%), Income from convenience store (10.0%) and Income from fuel sales (9.1%). The major contributors to the 7.7% 
growth in total sales were new vehicle sales (2.8 percentage points), fuel sales (2.6 percentage points) and used vehicle sales 
with 0.8 percentage points. Notably all activities reported positive growth with the lowest growth of 3.4% reported by the 
income from the sales of accessories (Table 10.5).
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Type of Activity Q3:2011  
 (R million)

Q3:2012 
 (R million)

Q2:2012  
 (R million)

% change 
Q3:2011 and 
Q3:2012

(%) Contr. to 
the % change in 
total sales

New vehicle sales 30,528 33,681 33,209 10.3 2.8

Used vehicle sales 18,766 19,692 18,047 4.9 0.8

Workshop Income 6,883 7,338 7,783 6.6 0.4

Income from 
accessory sales

18,568 19,191 19,427 3.4 0.6

Income from fuel 
sales

31,873 34,784 32,111 9.1 2.6

Income from 
convenience 
store sales

4,683 5,159 4,288 10.0 0.4

Total 111,300 119,834 114,866 7.7 7.7

Table 10.4: Contribution of each type of retailer to the percentage change in retail trade sales at constant 2008 prices

Table 10.6: Percentage change in total motor trade sales from 2006 to 2011 (%)

Source: StatsSA, November 2012

Source: Statistics SA; November 2012

Relatively strong annual growth in motor trade sales has been reported in all the months for which data is available in 
2012, with the exception of September. In September motor trade sales only grew by 1.9% on the previous year’s figures. A 
number of factors can be attributed to the drop in September sales. Principal among these factors would have been the poor 
performance of the national economy in the 3rd quarter of 2012. Low GDP growth would have had a definite dampening 
effect on motor trade sales.

Month 2006 2007 2008 2009 2010 2011 2012

January 16.1 18.8 5.2 -15.0 10.0 17.4 11.0

February 20.4 14.8 7.8 -15.0 12.3 14.9 13.2

March 21.0 16.8 1.4 -8.7 13.8 16.2 8.4

April 8.9 9.6 18.0 -20.6 19.9 10.3 13.5

May 14.1 14.1 1.2 -16.2 21.4 10.6 17.5

June 12.1 8.7 6.2 -9.9 13.4 17.1 11.1

July 17.0 4.9 8.8 -11.3 11.6 9.9 12.1

August 14.9 7.4 1.3 -15.3 24.8 13.2 9.3

September 15.3 -1.2 6.4 -8.8 14.2 21.4 1.9

October 15.5 9.9 1.1 -9.8 12.4 14.6

November 11.5 9.3 -7.0 -0.2 16.5 14.5

December 12.2 2.8 0.8 6.4 13.1 8.5

Total 14.8 9.4 4.0 -10.5 15.2 13.9
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On the upside the motor sales for the KZN based Toyota have picked up momentum as reported by Toyota.  For the period 
under review Toyota sold over 31,000 units with the newly launched Toyota Etios selling over 5,000 units. The growth in 
private vehicle sales, even in times of poor macroeconomic output growth, can be attributed to customers replacing their 
vehicles and also the favourable interest rates.  Toyota has maintained a market share estimated at around 20% of the South 
African market.

10.5 Tourism developments
10.5.1 International tourism developments
The UNWTO, in their World Tourism Barometer for November 2012, find that global tourist arrivals have grown significantly in 
the first six months of the year.  705 million international tourists are recorded to have travelled between January and August 
2012, constituting a 4% increase on the number of international arrivals recorded for the comparable period in the previous 
year. Tourist arrival growth slowed down somewhat in June and July, recording 3% and 1% respectively in contrast to the 5% 
average for the first five months of the year.  Growth did, however, pick up again in August which recorded a 4% increase in 
tourist arrivals. Nevertheless, the weakening growth reflected in the mid-year period which is traditionally the international 
peak season, reflects a slight dampening in tourism performance, as the impact of an uncertain economic environment 
begins to be felt. The UNWTO’s Panel of Exports report fading confidence in robust tourism expansion for the September to 
December period.  While this may result in lower than expected growth, the UNWTO remain confident that 1 billion tourism 
arrivals will be recorded for first time in the completed year 2012.   

In terms of regional performance, growth in international arrivals was highest in Asia and the Pacific, which recorded a 
growth rate of 7% in inbound tourists compared to the previous year.  This was driven in South Asia by strong growth in 
Thailand (9%); Cambodia (25%) and Vietnam (10%).  While in North Asia, Japan continued its recovery from the impact of 
the 2011 earthquake and tsunami, posting a very impressive 41% growth in inbound tourists.  Africa’s growth rate of 6% in 
tourist arrivals also reflected the recovery of North Africa (recording a 10% growth rate) from the previous year’s political 
unrest shocks.  

Europe’s growth in tourist arrivals in 2012 moderated to 3%, down from 4% in the first 5 months.  Tourism growth was 
suppressed by the poor performance of Northern Europe (0.2%) and Southern and Mediterranean Europe (1%).  The decline 
in the latter can be partly attributed to the recovery of North African Mediterranean holiday destinations.  Economic instability 
in Greece (-6%) and Italy (-2%) may also be having a negative impact.   The Americas, on the other hand, experienced more 
stable arrivals growth, driven primarily by destinations within South and Central America.  Sub-Saharan Africa, meanwhile, 
continued to consolidate a number of years of consistently high growth with 4% growth in tourism arrivals.  South Africa 
was the main driver of arrivals growth in the region, increasing its arrivals by 11%.  Considering the size of the South African 
market (over 8 million tourists) this constitutes an excellent performance for the country, but would suggest that the rest of 
Sub-Saharan Africa has performed relatively poorly.  

10.5.2 South African Tourism Developments – Tourist Arrivals in South Africa
As shown in the preceding section, South Africa is the premier tourist destination in Sub-Saharan Africa and, indeed, Africa 
as a whole. Tourist arrivals in South Africa grew by 10.4% year on year, to 793,245 arrivals in July 2012. This relatively strong 
performance is grounded on a 12.7% increase in overseas markets.  In contrasts to other months in 2012, July also saw a 
significant increase (9.8%) in the number of African tourists.    

In terms of the overseas market, Europe remains the country’s biggest tourist source market (102,721 tourist arrivals July 
2012), with arrivals from the region growing at a robust 10.2% in July 2012. Within the European region, the UK; Germany and 
the Netherlands are South Africa’s largest source markets.  While arrivals from Germany and the Netherlands grew strongly 
at 14.2%, and 6.1% respectively, arrivals from the UK recorded a very sedate 2.6% growth rate.  The rate of growth of tourist 
arrivals from Europe would suggest that the impact of financial uncertainty in the Eurozone is having less of an impact on 
the decision to go on an overseas holiday than what was perhaps feared.  This said, the impact of financial uncertainty is not 
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homogenous across European countries.  The fact that the South Africa can post an overseas tourist growth rate of 12.7% 
despite poor growth from its’ second biggest market (UK) depicts the extent to which South Africa has been successful in 
diversifying its target markets.   

In contrast to poor arrivals growth from the UK, South Africa’s biggest single tourist source market, namely the USA, grew 
their visits to South Africa by 11%. This relatively high growth rate may be reflective of a slight economic recovery in the 
United States.  While the USA is the country’s biggest source market, China contributed the largest number of new arrivals 
(4,179) in July 2012, with a growth rate of 52.9%.  At this rate of growth, and assuming the USA continues to experience an 
11% growth rate, China will overtake the USA as South Africa’s top tourism source market by 2017.  Such high growth rates 
however may simply by unsustainable.  Tourist arrivals from India, for instance, have cooled off to record only 1.3% growth 
despite recent high growth figures.   Arrivals from the other two BRIC countries, Brazil and Russia, although significantly 
smaller in terms of their contribution to total arrivals, grew at 33.8% and 41.7% respectively. Other strong growth markets 
include countries in South East Asia, many of which reported over 30% increases in tourist arrivals to SA.

The BRIC countries combined, contributed 14.2% of South Africa’s overseas tourist arrivals in July 2012, but perhaps more 
importantly, contributed over 28.1% of the growth in arrivals in that period.  This finding would seem to imply that South 
Africa should be looking to target these countries, as well as other major emerging markets in the East as major tourist source 
markets in the future.  At the same time, however, tourism promotion is a balancing act as the country’s traditional tourist 
markets like the UK need to be maintained, while the growing African leisure-tourism market needs to be more intentionally 
exploited. 

Total Arrivals

Region Jul 2012 Jul 2011 %change

Europe 102,721 93,218 10.2

  Russia 918 648 41.7

North America 39,969 35,974 11.1

Central & South America 11,798 9,040 30.5

 Brazil 7,732 5,780 33.8

Australasia 12,632 11,616 8.7

Middle East 4,448 4,979 -10.7

Asia 35,088 28,599 22.7

 China 12,076 7,897 52.9

 India 8,720 8,609 1.3

Africa 584,590 532,779 9.8

 Total 793,245 718,195 10.4%

Table 10.7: International Tourist Arrivals in South Africa

Source: South Africa Tourism, November 2012
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10.5.3 Tourism Accommodation

Table 10.8: Income derived from tourist accommodation – South Africa

Table 10.9: Hotel occupancy rates for selected regions (%)

Indicator September 
2012

% change from 
September 2011 to 
September 2012

% change between July 
to September 2011 and 
July to September 2012 

Stay Units Available (000)- Average 123.6 1.6 1.8

Stay Unit Night Sold (000)- Average 1,757 6.3 8.7

Average income per stay unit sold (Rand) 750 7.5 3.8

Income from Accommodation (R million) 1,318 14.3 12.8

Total Income [R'mil]- Average 2,742 12.3 12.8

Source: StatsSA, December 2012

Source: STR Global, 2012

Accommodation is one of the main areas of tourist spend, and is a good indicator for the performance of tourism within the 
country.  The total number of stay units available in South Africa marginally increased by 1.6% to 113,500 between September 
2011 and September 2012.  Accommodation establishments performed relatively well in September 2012, with an increase 
of 6.3% in stay units sold. However, on a quarter by quarter basis the increase in stay units sold reflected a stronger growth 
rate of 8.7%.

Average income per stay unit sold increased by 7.5% in September 2012 and by 3.8% for the 3rd quarter in 2012 as compared 
to the 3rd quarter in 2011.  This is probably reflective of a higher pricing strategy by accommodation establishments.  Increased 
income from accommodation reflects a mixture of higher pricing per unit and a greater number of stay units sold during the 
period.  This income from accommodation can also be broken down by accommodation type.  In this respect, increased 
income from accommodation in the 3rd quarter of 2012 was driven mainly by Hotels and Other Accommodation which 
contributed 8.8 and 5.3 percentage points respectively to the total increase of 14.3% for September.  The fastest growing 
type of accommodation however was Caravan Parks and Camping Sites which grew their income by 40.2% as compared to 
the same period in the previous year.  The growth in camping and caravanning may reflect an increasingly budget conscious 
traveller in a time when the country is experiencing low economic growth rates. 

July August September Q3 Average

 Region 2012 2011 2012 2011 2012 2011 2012 2011

South Africa 57.5 55.5 57.2 52.9 64.2 58.9 59.6 55.8

Western Cape 46.8 43.0 48.9 43.4 57.7 53.2 51.1 46.5

Gauteng 62.3 56.9 62.0 55.0 68.9 60.3 64.4 57.4

KwaZulu-Natal 63.2 65.5 57.6 57.2 66.9 61.8 62.6 61.5

Durban and 
surroundings

61.5 72.3 55.2 58.6 71.3 66.5 62.7 65.8

Durban City 
Centre

62.2 72.2 56.2 58.7 71.9 66.8 63.4 65.9

Cape Town 47.6 44.1 50.3 44.8 59.3 55.0 52.4 48.0

Eastern Cape 57.5 57.6 52.6 53.4 59.2 59.1 56.4 56.7
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The accommodation and hospitality industry is as diverse as the regions it is located in and there can be significant variation 
between provinces.  The hotel occupancy rate for South Africa rose from 55.8% to 59.6% year-on-year for the 3rd quarter 
of 2012. This can be considered to be in line with findings from the previous section which showed that July recorded 
substantial increases in foreign tourist arrivals, many of which would stay at Hotels in the country. Occupancy rates in the 
3rd quarter, however, were highest in the month of September with a rate of 64.2%.  This finding is relatively intuitive as high 
occupancy rates in the month are probably reflective of the 3rd term school holidays, as well as the public holiday on the 24th 
of September which created a long weekend.  

KwaZulu-Natal’s hotel occupancy rate similarly, increased from 61.5% in 2011 to 62.6% in 2012.  The province boasts a higher 
occupancy rate in this quarter than the Western Cape or the Eastern Cape, but has a slightly lower occupancy rate than 
Gauteng. There are a number of reasons for the province’s relatively high occupancy rates in the 3rd quarter as compared to 
some of the other provinces.   

• KwaZulu-Natal’s comparatively higher occupancy rates in the 3rd quarter are, in part, due to seasonal trends in, especially,  
 domestic tourism.  The province is the warmest place to be in the autumn and winter months in South Africa and, as such,  
 becomes the holiday destination of choice during these periods.  Many tourists from Gauteng take advantage of the  
 good weather by booking late autumn beach holidays in the province.   In contrast, tourism in the Western and Eastern  
 Cape tends to suffer during this period as the weather becomes unpleasant.
• Winter is also the best time of year to go game viewing.  With numerous hotels and lodges on or near game reserves  
 along the Elephant Coast, many tourists choose KwaZulu-Natal as a game viewing destination.  This may also be why  
 Gauteng has enjoyed a relatively high occupancy rate in the 3rd quarter, as tourists use the province as a base from which  
 to explore nearby game reserves, including the Kruger National Park.
• KwaZulu-Natal and Durban in particular, is establishing something of a reputation as a major events capital. The hosting  
 of events year-round helps to keep occupancy rates relatively stable even in low seasons.

10.5.4 Tourism Event Impact Assessment – Sani2C
This section is aimed at providing an understanding of the important impact that organised events have in growing tourism 
and contributing to local economic development within KwaZulu-Natal. Each quarter a different event will be presented in 
this section.  These event impact assessments are conducted by Tourism KZN on an annual basis.  

Sani2C is the province’s preeminent mountain biking event attracting up to 4,000 participants.  The event is staged over 4 
days, beginning in Underberg and ending at Scottburgh on the KZN south coast with overnight stops in Ixopo and Highflats.  
Three different races, namely, the trail race, adventure race and main race, all covering a distance of 251km, ensure that 
various levels of skills among riders are well accommodated. 
 
Interviews with 178 randomly sampled spectators and participants between the 18th and 19th May at the event, form the 
basis of the Impact Assessment methodology.   The questions asked of the attendees aim to provide information relating to 
the spectator profile; the reasons for attendance; the activities of spectators while in the area; and the economic impact of 
the event.   

General findings of the survey
• 40% of the respondents were from KwaZulu-Natal, while 34% and 18% were from Gauteng and the Western Cape  
 respectively 
• Approximately 63% of respondents stayed overnight
• 31% of respondent stayed in the region for a period of 2 nights, while 23% stayed for 3 nights.  This was concentrated at  
 the location of the end of the race, namely, in Scottburgh. 
• 49% of respondents were influenced to attend by word of mouth, while a further 49% had attended previously 
• 88% of respondents used a private vehicle to attend the event
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Table 10.10: Estimated Economic Impact

Figure 10.11: Would you recommend the event? (Source: TKZN, 2011)

Year Spectators Participants Mean Spend Estimated 
Direct Impact

Total Impact 

2012 2,000 4,000 R2,989 R14.1 –R21.8 million R19.9 – R30.9 million

Source: TKZN, 2012

Source: TKZN, 2012

The figure for number of spectators is an estimate of the number of spectators at the finish in Scottburgh and does not 
include spectators along the route.  The mean spend during the event for all respondents is estimated at R2,989, although 
participants had a higher mean spend of R3,793.  This higher spend can largely be attributed to the race fees which were 
R4,500 per team.  The estimated direct spend impact of the event falls in a range of between R14 – R 22 million. The majority 
of this impact will be captured at a local level and will incorporate spending on accommodation; travel around the region; and 
food and beverage purchases.  The towns of Underberg and Scottburgh, particularly the latter, are likely to account for the 
lion’s share of the tourism spend attached to the event as the majority of spectators stay overnight at both of these locations 
in Bed and Breakfasts; Hotels and Self-catering establishments.  The challenge for race organisers is to try to increase the 
level of impact that the event has in some of the more remote and rural areas through which the event passes.  This cannot 
be achieved, however, without the support of local entrepreneurs. Local entrepreneurs should think of inventive ways to 
capitalise on the through-flow of tourists, this may include selling local curios, providing transport services or offering unique 
cultural and adventure experiences. In total the Sani2C event is estimated to have an economic impact of between R20-R31 
million on the KZN economy. 

Events are not just important revenue generators in the current period but are also important promotional tools for attracting 
more tourists to the region in the next period.  As such it is important for events to leave visitors with a good impression both 
of the event and of the province in general.  As indicated by Figure 9.8, 100% of respondents at the Sani2C event report 
that they would recommend the event.  Positive experiences at the event also help to create a good impression of the 
province and it is thus not surprising that 98% of respondents said they would recommend the province as a destination 
worth visiting. In order to maximize the positive benefits of this type of marketing for the province the festival should try and 
attract more visitors from outside the province.  While other provinces are well represented in the event, foreign participants 
should also be targeted as they would provide the greatest level of exposure for the province.
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