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location and ecxpansion of industry in the area, ‘ 4

Far from declining az wos forecact in the middle
IC60's the Last Rand hag eurvived the bulk of clogures of
the gold mines end has developed » cteb e industriel bace
sunporting the local economy. To predict future developments
of the space cconomy of the kast Rand it is now necessary
to examine the locationzl cdvantages of tihe region,the
exact nature of exicting industry and its potentialities
for growth,end the iadustrial bacse in ite greater regional
context.
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ANALYSIS OF IANUFACTURING INDUSTHY IN THE EAST RAND

Having examined the reasongs for the ?'survival! of the
economy of the East Rand in the transitionary period,the
study now centres upon the industricl location-grovwth aspect
of monufacturing in the region., Thie investigetion takes
two parts. Firstiy,the attractions of tie region for specific
industry grouns cre examined in toerms of the industrialists
eveluetions, Secondly, the intra and inter regional linkeges
of industry are ocnalyced to rcvenl the potterns of industricl
growth.

Duta

p To gain insight into the production/distribution
patterns, locational forcer,cnd other vearicbles concerning
induastrial plents,a oample curvey wacs taken of factories in
the region.

To obtain on unbiased snd yet areally cnd structurslly
realistic canple of tne indurtries in the region,a
etratified sampie wa. taken,ctratified areally by industricl
tormehips,nnd etructurally by the nize of the factoriee,in
terms of employment. Further,as the lerger firms have a
much greater eignificonce to the regions industrial lisalth,
and being more varied in type,n differenticl sampling
frection wae taken,being =

Size of Pim Sampling Fraction
(Employ.)
I - 100 I5 %
I00 - 300 33 %
300 + 100 %

by which method moet industry types precent in the region
were included in the survey. Hence,the cample was as shown
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Donta. On interview,mrnagement perconnel in the factories
were hended o list of rossible location factors in main
and sub-groupe (see Questionnnire in Appendix 2),end
asked to evaluocte the importance of thece fuctors in the
gsetting up of their firm,or,if cstabliched for many years,
in the yrossible expuncion of the firm., They were asked to
evaluate the factors bacic to the ¢conomies of their
particular firm which vary between -lternative locations.
Thoge factors which they considered important they were
acked to ronk (I - 4) in order of importsnce. In some cases
onlv two or three factors could be thought of,and hence in
Tables 13,14 and 15,the factors do not add uvp to the cum

of the renkings I - 4,that is,ten.

Apart from the typical location factors of labour,
market, site and materisls,two other aajor types vere
included in the light of circumutances in the region. Thece
‘were,municipsl incentive to develop in the region,end the
feﬁidcnce of the founder of the firm.

pera———

The location factore,ronked and unronked,of all the
firme pampled in the area are chown in Table I4. The first
nunerical column of “his ‘'able shows the frequency of
general ‘ocction factors cited. Colwan two has thece factors
weighted cccording to the rank given in replies,and in
colunn three thes. renkings ore reduced to « percentage of
ten,the cum of the rinkings I - 4, The Table shows clearly
the two main loeation f-ctore in the region,the occcess to
markets,ond the site factor of the low price of land or
buildinge. Other importsnt locationsl factors which come
' out in this initicl anslycie tre,the aveilability of raw
matericls and compoaentes,end the residence of the owner of
the firm,both these factors ngouming mers importance in
columns two ond three,incorpornting the renking of factors.
When the faetors are combined into main group foctors,as in
column three,the predominance of market and site loc: tional
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Zebly 14 LOCATION PACTORS OF FALCTORIES IN MUE £:5T RAND
t INDUSTRIAL SURVEY
Factors General | Ronked Renked
Preoueacy Frenuency Egggppncz
Labour No. of Firams
Avai..ability of labour. 3 4 0.09
Avei. ability of skilled laLour. ) 4 0.09
A, ilability of unskilled labour, 8 15 0,34
0.52
larkes.
Access to markets. 0 105 2,19
Anticipation of market ¢ twth 8 17 0.39
Low freight costa to mark. .. i» & =
2.78
Site
Low price of land or building. Al 117 2,72
. Scope for expansion., ) ) 0.27
»Freselice of suitable building . 6 13 0,30
Trensoort facilities evailable, 5 1 _
3.54
Materinls
Ava{iasziity of raw mat-riels
and components. 18 37 0.86
Avaiiobility of water 2 P C.04
Availabiiity of electricity 3 4 .09
Low cost of watey and/or 3 N
electricity. = s
y 4 0.9¢
Munie .pal Incentive 6 I5 0.34
Residence of Owner I3 37 0.86
Others 10 15 0.34
——a—— -




fectors is sceen,followed by materials,residence,labour and
municipal incentive,in that order.

The information was then rnelysed aciording to other
factors to see whether the veriables of,size of firm,or
industry group,had o cignificant bearing uvpon the locational
factore cited by the component firms.

The data wa:. first enelysed according %o the size of
the firm,in terms of emvloyees,having three sub-=-divisions;
I - I00 employees,I00 = 300 employees,cnd over 300 emnloyers.
The results showm in Table I5 show the more significant pull
of labour and matericls as location factors to large firms,
whereas tuo market .ad regidenticl factcrs are more
significant to emell firms. Above these differences however
site factors are the mosat importent to 2ll three sizes of
firms,rcflecting the locetional sdvantages of the EFast Rend

‘already cited ceveral timees in this study,of the flat land,

low price of land,availability of transportotion fecilities,
and in some caceg factory buildinge provided by the
municipality, (there is obviously an overlap here between
site factors znd municipal incentive).

TABLE I5

LOCATION FACTORS BY SI”E Oi FIRI
¢ INDUSTRIAL SURVEY

Size of Firms

I . I00 JOO = 290 300 +
Labour By 4 0.28 I1.04
Market 3.05 2.99 I.84
Site 3.66 ke 3. T2
laterials 0.27 I.68 ) Wy
Incentive 0.27 0.38 -
Regidentiol 1.05 0.92 0.21
Other - - .28
Total. 3,57 9.37 8.82
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"hen viewed according to industry groups (Table L6),
howe - r site factors asgume & more differential import:nce
according to the industry tyve. Of the thirteen industriesl
groups (Industriol Census classification),site factors are
the most importunt in five,with market and materiale each
being predominsnt in three grouns (with two groups sheored).

Becauge of the small number (i induztries of ceortain
types in the area,and the sempling of them,the resultis
for some categories in Table I! _.hould not be taken as
an exanple of the industry group. Such unreprecentative
saumples ¢f the inducstry grouns are seen in textiles,noa-
metallic minerals,end chemicecls,the types of firme within
these groups not being reprecentative of the whole. Some
groupe are however reprecentative and these are concsidered
below.

The paper products group chows tue almost equzl
importance of site,materinle :nd market,en importent
factor in the material factors being the availabiiity of
water. The metal products group,the most important group by
number of firms in the ares,reflects its two component
parte,the smzll ensineering firme dependant upon the local
market, nd the large firms attracted by the locetionel
advantcoges of site in the region. Ac an exception,one firm
in this group, producing tungoten carbide and other hard
metals,gove 2s ite main location faoctor in the region the
clean air in the Eeast Roand,an importent factor in powder
metallurgy, coucing ite location in this “rea rother than
the apporently more suitoble locetions of Vanderbdijl Park
and Vereeniging. The food and beveragee inductries ore
closely tied to the local market,eapeciclly the beverages
(minerzl waters) which are tied by the frenchise areas
for the product.

Only in two industry groups,metal products and

/ machinery ....
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mochinery,is the reridernce of the owner an important
factor,demonzirating the numbexr of local people znd
immigrents who hove started their ovm firme in the ares,
capitalising upon the industricl environment which has
been established in the last fifteen years.

Labour as a location foctor ie most cignificant in
miscelloneous menuiacturing, troncport ecuipment,wood and
textile induntries. Yome indurtries are skilled leobour-
intencive,vhiiet others depend upon unckilled labour, The
manufactureres of textiles 2nd wooden articles depend upon
high ratios of unskilled Bantu loabour,in the regiecn of
I : IO, Of the transport equipment mecnufacturers intervieved,
one was sencitive to skilled .abour,the other unskilled.
Similierly in the metal products group,ckilled lebour
wao more importont to some types of minufecturers than
othergs,vho could rely on unckilled _abour. For many firms
in tlie metal products group however,a chortage of skilled
"labour is now beconing coparent eepecirlly for skilled
welders.

Kany of the larger firm:  entering the region in the
last tifteen yearz have been subsidiaries of over:se:as
companies trying to ectnblish themrelves in the expanding
market of ti:e P= =V, Of the 44 firms interviewed,nine
hed parent comnrnies ove:sgears,in England, Italy, Belgium,
Germeny,Holland,Scotland and Jopan.

In conclusion to thie =ection on location factors,
it would ovopeor that csite factors are by f r the most
important in the East Read,esvecially for the luirger
firms,given the proximity to the market cnd the
avaiiability of raw materials. For the em-ller firams,
especiclly the metal products “nd machinery firms,which
dominate by numbers industry in the bast Rand, the market
provided by the P=7-V cnd the lerger firme coning into the
area han heen the main lecationsl foctor in their expancion.
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Input-Output Prtterns of lNenuf-cture

The analyecis of input-output patterns aims ot
estubliching the flow pcttern of vearious types of goods to
and from menufecturers in the region,from the system of
regions in South Africo,and hence exemining the role of
the new menufacturing bnced East Rand economy in the

South Africen space economy.

Dats. The input-output tables as precented in this
section will unfortunutely be very different from the

striet input-outnut tobles ac uced {or projection by meay
regionszl anclysts in the U.S.A. ond U.K. (Barna,I953 ;

Isard and Kuenne,I953 3 Ieerd,I960). In South Afrien
industrial statistice are of the most meagre kind ond

any form of construction of input-output tables necessitates
an industry-by-industry curvey which involves th2
limitotions ecsocizted with thie type of survey.

The curvey und-rtcken in the bast Rand obteined a
breakdowvm of innutu and outpute by origin rnd destinction,
between the Eavt Rend,the P-=V (excluding the Bast Rind),
the Orange FPree State,Cepe Province,lintal,end the world
outeide South Africa., It was felt thnt any breakdown into
smeller groups would lead to even grenter inaccuracies in
the statictice than were aliready present due to the
method of collection.

Jrouys. Table I7,chowing the percentage breakdovm of
inputs by origin of the industrial groups in the East Rand,
shows,ac would be expected,the great variation between

the industry grouns. »ith the exception of the importation
from overceas of verious products for the chenicals,
electrical mechinery and trencport cauionent industries,
inpute for all industry grouns are almost tot~1lly derived
from the Tronevaal,ecpecially the P= =V, The metal products
group,which made up almost one-=half of the sample,

/ obtained ....
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obtained 211 but 3.7 % of ite inpute from the P-i -V,
whilst machinery,all but 5 #. The industries using large
proportions of raw materials,food, textiles,wood,cnd paper,
obtein the vast majority from the Transvanl,the onuy
exception here being the beverege industries importing -@
sugar from Natal. The orientation in respect of inputs is
therefore very much towards the P= =V for industries
ueing semi-procesged goods,rnd towards the Tranevaal fco
industriee using unprocesced materials,

OQutnuts.
liarket Orientation. To cbtain full understending from

the areal dectination of outputs in Talble 19,it is

nececoary to know the morket destination of outputs by

industry groups. The majority of products of manufocturing
industries in the region,as chowm in Table 18,ar> dectined

for other industry,or houscechold concumption. Only a smnll
._proportion of the monuf ctured goods are exported, the

highest proportion being for the food industries,resculting

from the exporting activitier of ¢ food cennery firm to

other countries in Africa. k-

Arenl Orientcation. In slnoet every industry group in
Table I9 the P-' =V and the Lust Rand {ogether receive
over 50 7 of outnmvt by value,from Lost Rand industries.
When Tables I8 snd I9 cre viewed in relation to each other
the integrotion of the Eact Rand into the P=i=V industrial
economy,in terms of output orientation,becomes obvious.

Of the 73 % of the outovut of metal nroduct industries
going to the P=\=V and the .act Rend,92 § is sold as
intermedirte goods to other industries. The paper indusiry
ie eimiliurly orienteted to other industriers in the P= =V,
of the 78  sold in the P-='=V and Last Rond,95 £ being
concumed by other industry. Of the more household merket
orientated firms,=2ll beverages are rold in the Transvaal,
65 ¢ of trensport equinment in t.° P= «V,:nd 75 * of

il
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