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3.3. MEASURES

3.3.1. Dependent variables

Economic growth. The growth rate used in the analysis is based on continuous, exponential growth (or annual
compound growth) between two points in time. This is superior to the simple average growth rate as the
latter overstates the growth estimations because it neglects the fact that the base for growth is continually
rising (Carlin, 2008). The three measures of growth are population, employment and GVA.

3.3.2. Independent variables

Density. Economic density is shorthand for the scale of output produced, and thus the income generated,
for a particular area. Gross value added is the key measure of economic output, based on the difference
between the value of goods and services produced and the cost of materials and other inputs. Gross value
added per km? of land is used as one of the measures of density.

Knowledge spillovers, learning and labour market matching emphasize physical interaction as the way in
which information and ideas are spread. Our second and third measures of density therefore capture the
proximity between people/workers. One is an employment-based measure of density and the other is a
population-based measure (Abel et al, 2011).

Skills share. The conventional measure of human capital is based on education. It has been linked to several
measures of regional vitality (Abel et al, 2011). We use the share of people with matric to represent human
capital within a municipality. It does not capture the full rage of human capabilities and competences.

3.3.3. Categorisation

To convey an initial impression of the diverse composition of the 237 municipalities we disaggregate them
for descriptive purposes. Later we assess whether there is a stronger relationship between density and
growth in some groups than in others, in case the connection is diluted or washed-out by aggregating the
municipalities all together. Municipalities are put into rural and urban groups based on their historical
administrative classification and are also grouped according to their principal industry.

MAP 1. The Distribution of
municipalities by historical
administrative classification, 1996

SECTION 3



Rural and urban groups

This paper defines rural and urban municipalities in terms
of apartheid categories and in line with Makgetla’s (2010)
approach. Rural areas cover the former Bantustans and
commercial farming areas. Urban areas cover the metros
and secondary cities. The distribution of municipalities by
historical administrative classification is shown in Map 1
(see p16).

Rural Municipalities

Former Bantustans. Under apartheid Africans who made
up 80% of the population of South Africa were restricted
to land ownership in ‘rural reserves’, ‘homelands’ or
‘former Bantustans’ (Baldwin, 1975). They were typically
located on the periphery of and distant from the main
economic centres. These areas were typically arid with
very limited agricultural and mining potential.

With few exceptions, the Bantustan administra-
tions had virtually no resource base of their own,
and the central state provided only limited subsi-
dies. The Bantustans ended up with too few and
often poorly qualified educators, police and health
workers. They suffered from severe underinvest-
ment in both economic and household infrastruc-
ture, leaving them with inadequate transport, com-
munications, power and irrigation for producers
as well as enormous backlogs in residential water,
sewage and electricity (Makgetla, 2010: 19).

The bulk of the municipalities located in the former Ban-
tustans are contained in the Eastern Cape, Limpopo and
Kwazulu Natal. A few are also situated in Mpumalanga,
the North West and the Northern Cape provinces.

Commercial farming areas. These areas are made up of
smaller towns, commercial farms and most mining areas
(Makgetla, 2010). The Western Cape, Northern Cape and
the Free State contain extensive commercial farming
regions but almost no former Bantustan areas. Graph 2
shows the number Commercial farming areas by province.

Urban municipalities
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GRAPH 1: Number of municipalities in the former Bantustans
per province
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GRAPH 2: Number of municipalities in commercial farming areas
per province
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GRAPH 3. Number of secondary city municipalities per province

Secondary cities. These areas tend to have narrow economic bases and specialised industries. Hence they
face diverse processes of growth and decline, depending on the performance of their basic industries. The

distribution of the municipalities of secondary cities by province can be seen in Graph 3.

Metropolitan municipalities. The 6 metros of Cape Town, Nelson Mandela Bay, eThekwini, Johannesburg,

Tshwane and Ekurhuleni are the largest agglomerations and serve as the economic engines for their
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surrounding areas. They have most potential to address the socio-economic needs of the population. They
have diversified economies, large-scale productive infrastructure, and produce a variety of goods and ser-
vices for national and international markets.

Built-up area. An additional set of results is presented for the 27 urban municipalities. This is based on
redefining the area of analysis as the built-up area. Sparsely populated areas within each municipality are
deliberately excluded. This procedure is particularly important for the metros because they have generous
boundaries including substantial undeveloped areas. We define built-up area as the land area covered by
those sub-places with a population density above 25 people per hectare or 2500 people per km2. This is
lower than in many countries but consistent with South Africa’s distinctive urban form comprising concen-
trated populations on the urban outskirts. Low density middle and high income suburbs and high density
townships are a legacy of separate development under apartheid.

We assume areas with a population density lower than 25 people per ha or 2500 people per km? are either
sparsely populated or have low levels of economic activity. These areas do not form part of the city’s core and
are therefore excluded from the built-up area.

Built-up area density is calculated as follows

1. Summing the area of all sub places within the municipality with a population density higher
than 2500 people per kmz2.

2. Summing the 2001 Census population and employment totals of all the sub-places that lie
within the defined built up area of a municipality.

3. Deriving the population and employment densities by dividing the population and employ-
ment totals of the built up area by the built up area.

Table 3 shows the total number of municipalities in each province and their average population. Gauteng
has by far the fewest municipalities and the biggest in terms of average population. At the other end of the
spectrum, Northern Cape has many municipalities with small populations, because of its physical extent and
sparcity. The provinces with most former Bantustans (Limpopo, Kwazulu Natal and the Eastern Cape) have
relatively large average populations.

TABLE 3: Number of municipalities and average population per province

Province Number of municipalities Ave. population of each municipality
Gauteng 11 748000
Limpopo 25 186500
Mpumalanga 18 174600
Kwazulu Natal 51 173200
Western Cape 25 161700
Eastern Cape 39 158500
North West 21 143800
Free State 20 133000
Northern Cape 27 35700
South Africa 237 176100



Industrial composition

Municipalities are also categorised by their dominant tradable sector to assess whether, for example,
agglomeration economies are stronger in manufacturing than in agricultural areas. The procedure followed
ensured that the final groups were mutually exclusive:

1. Calculate the proportion of employment in each broad tradable sector for all municipalities
in 1996.

2. Allocate each municipality to the category agriculture, mining or manufacturing according to
its largest sector.

3. If none of these sectors employed more than 10% of the workforce, that municipality was
not considered to have a dominant tradable sector and was categorised as community (i.e.
public) services (which includes health, education and social services)

Using this procedure, we identify:

146 agricultural municipalities, with a share of jobs in agriculture ranging from 10-65%.
25 mining municipalities, with the share of mining jobs ranging from 15-75%.
43 manufacturing municipalities, with the share of manufacturing jobs between 13-36%.
23 community services municipalities, with these jobs ranging from 30-57%.
The breakdown of municipalities in each province by local economic structure is shown in Table 4. Their

national distribution is shown in Map 2. The majority of municipalities are agricultural in all provinces except
Gauteng, where most are manufacturing.

TABLE 4: Number of municipalities in each province by industrial composition

Province Manufacturing Agriculture Mining Community services
Gauteng 9 0 2 o]
Mpumalanga 1 11 4 2
North West 1 14 5 1
Free State 3 15 2 o
Limpopo o} 16 4 5
Western Cape 7 18 o} o}
Northern Cape o 19 7 1
Eastern Cape 8 23 o) 8
Kwazulu Natal 14 30 1 6
South Africa 43 146 25 23
SECTION 3
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MAP 2: The Distribution
of Municipalities by
Industrial Composition
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SECTION 4

EMPIRICAL ANALYSIS: Descriptive

4.1. THE DISTRIBUTION OF DENSITY IN SOUTH AFRICA

There is a hierarchy of density across municipalities. Primary cities are at the top and rural farming areas are
at the bottom. Table 5 shows the 10 municipalities with the lowest and highest population densities. The top
10 are metros or secondary cities, and are predominantly manufacturing. Four are in Gauteng. The bottom 10
are rural and historically categorised as commercial farming. Nine are predominantly agricultural and one is
mining. Eight are in the Northern Cape. Laingsburg is in the semi-desert area of the Karoo and Molopo is in
North West province. Both municipalities border on the Northern Cape.

TABLE 5: The ten highest and lowest ranked municipalities by population density

Rank Municipality Administrative classification Sector Province People/km?
1 Johannesburg Urban Metro Manufacturing GT 1715
2 eThekwini Urban Metro Manufacturing KZN 1229
3 Ekurhuleni Urban Metro Manufacturing GT 1137
4 Cape Town Urban Metro Manufacturing WcC 1063
5 Msunduzi Urban Secondary Community KZN 854
6 Tshwane Urban Metro Community GT 841
7 Emfuleni Urban Secondary Manufacturing GT 672
8 N Mandela Bay Urban Metro Manufacturing EC 497
9 Buffalo City Urban Secondary Manufacturing EC 272
10  uMhlathuze Urban Secondary Manufacturing KZN 251

228 Khai-Ma Rural Commercial Agriculture NC 1

229  Molopo Rural Commercial Agriculture NW 1

230 Siyathemba Rural Commercial Agriculture NC 0.9

231 Ubuntu Rural Commercial Agriculture NC 0.9

232  Kamiesberg Rural Commercial mining NC 0.8

233  lLaingsburg Rural Commercial Agriculture WC 0.6

234 Kareeberg Rural Commercial Agriculture NC 0.6

235  Mier Rural Commercial Agriculture NC 0.5

236  Karoo Hoogland Rural Commercial Agriculture NC 0.4

237 Hantam Rural Commercial Agriculture NC 0.3

19



Map 3 shows the national distribution of population density. The key on each map is structured such that the
bottom 10 ranked municipalities are in the lowest category and the highest 10 ranked municipalities are in
the highest category. The most extensive areas of high density are in Kwazulu Natal, Eastern Cape, Gauteng
and Limpopo.

MAP 3. Population density by
local municipality, 1996
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Table 6 shows the pattern for employment density rather than population. The result is very similar. The

Source: Global Insight, 2011

metros have the highest job densities followed by two gold mining municipalities close to Gauteng (Rand-
fontein and Westonaria). Municipalities with the lowest job densities are generally commercial farming areas
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in the Northern Cape

TABLE 6: The ten highest and lowest ranked municipalities by employment density

Rank Municipality Administrative classification Sector Province Jobs/km?
1 Johannesburg Urban Metro Manufacturing GT 787
2 Cape Town Urban Metro Manufacturing WC 349
3 Ekurhuleni Urban Metro Manufacturing GT 322
4 Tshwane Urban Metro Community GT 312
5 eThekwini Urban Metro Manufacturing KZN 307
6 Msunduzi Urban Secondary Community KZN 165
7 N Mandela Bay Urban Metro Manufacturing EC 108
8 Emfuleni Urban secondary Manufacturing GT 105
9 Westonaria Urban Commercial Mining GT 70
10 Randfontein Urban Commercial Mining GT 66

228  Siyancuma Rural Commercial Agriculture NC 0.2

229  Kamiesberg Rural Commercial Mining NC 0.2

230 Siyathemba Rural Commercial Agriculture NC 0.2

231 Ubuntu Rural Commercial Agriculture NC 0.2

232  Laingsburg Rural Commercial Agriculture WC 0.2

233  Kareeberg Rural Commercial Agriculture NC 0.1

234 Karoo Hoogland Rural Commercial Agriculture NC 0.1

235  Mier Rural Commercial Agriculture NC 0.1

236  Molopo Rural Commercial Agriculture NW 0.09

237 Hantam Rural Commercial Agriculture NC 0.08



Map 4 shows the national distribution of employment density. The areas of high job density are limited to the
metros and a few secondary cities. Elsewhere, job densities tend to be low. The contrast between the areas
of high population density in Kwazulu Natal, Eastern Cape and Limpopo and their low employment densities
is very striking. There is clearly a serious jobs shortfall in these places.

MAP 4. Employment density by
local municipality, 1996
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The map of GVA density (Map 5) is slightly different again, partly because mining and tourism areas feature
more prominently than they do on the employment density map.

MAP 5. GVA density by local
municipality, 1996
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Table 7 shows the distribution of people with matric. The 10 municipalities with the lowest level of skills are
allin the former Bantustans, reflecting the low investments in African education under Apartheid (Banjeree
et al, 2007). The 10 municipalities with the highest skills are a mixture of cities, towns and rural areas. The
pattern is quite different to the density hierarchy.

TABLE 7: The ten highest and lowest ranked municipalities by skills share

Rank Municipality Administrative classification Sector Province Matric (%)
1 Tshwane Urban Metro Community GT 18.7
2 Midvaal Rural Commercial Manufacturing GT 17.9
3 Johannesburg Urban Metro Manufacturing GT 17.3
4 Stellenbosch Urban Secondary Agriculture WC 16.6
5 Mogale City Urban Secondary Community GT 16.5
6 Mookgopong Rural Commercial Agriculture LIM 15.9
7 Ekurhuleni Urban Metro Manufacturing GT 15.4
8 Overstrand Rural Commercial Agriculture WC 15.2
9 Tlokwe Urban Secondary Agriculture NW 15.1
10 NokengtsaTaemane Rural Commercial Mining GT 14.8

228  Ratlou Rural Former Bantustan Agriculture EC 2.3
229  Matatiele Rural Former Bantustan Agriculture KZN 2.3
230 Emalahleni Rural Former Bantustan Agriculture EC 2.3
231 uMuziwabantu Rural Former Bantustan Agriculture KZN 2.3
232  Ratlou Rural Former Bantustan Agriculture NW 2.3
233  Elundini Rural Former Bantustan Agriculture EC 2.1
234 Mbhashe Rural Former Bantustan Agriculture EC 1.9
235  Port St Johns Rural Former Bantustan Agriculture EC 1.8
236  Instika Yethu Rural Former Bantustan Agriculture EC 1.7
237  Ntabankulu Rural Former Bantustan Agriculture EC 1.5

MAP 6. Share of the population

Map 6 shows the national distribution of skills. It confirms the stronger position of the cities.
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Table 8 compares the higher and lower ends of the population density distribution for the former Bantustans
and commercial farming areas. There are a few high density commercial farming areas that include towns
and tourism destinations. Otherwise their densities are generally lower than the former Bantustans. This is
also clear at the lower end of the density distribution.

TABLE 8: The ten highest and lowest ranked rural municipalities by population density

Rank  Former Bantustans People/km? Commercial farming areas People/km?
1 Bushbuckridge 212 Randfontein 243
2 Mandeni 198 Hibiscus Coast 238
3 Thulamela 187 Umdoni 233
4 Dr)S Moroka 183 KwaDukuza 211
5 Ndwedwe 156 Westonaria 189
6 Imbabazane 140 Merafong City 131
7 Umzumbe 138 Nguthu 80
8 Maphumulo 138 Maluti a Phofung 80
9 King Sabata Dalindyebo 131 Mafikeng 66
10 Makhuduthamaga 130 Phokwane 66

228  Maruleng 27 Khai-Ma 1.1
229  Elundini 26 Molopo 1.1
230  Sakhisizwe 26 Siyathemba 0.9
231 The Big Five False Bay 25 Ubuntu 0.9
232 Great Kei 23 Kamiesberg 0.8
233 Ratlou (Setla-Kgobi) 21 Laingsburg 0.6
234 Senqu 17 Kareeberg 0.6
235  Moshaweng 10 Mier 0.5
236  Kagisano 7 Karoo Hoogland 0.4
237  Tsolwana 5 Hantam 0.3

Table 9 (see p26) compares the higher and lower ends of the employment density distribution for the former
Bantustans and commercial farming areas. The former are much worse off in terms of the ratio of employ-
ment to population. For example, Bushbuckridge has the highest population density among the former
Bantustans but only 12 jobs per km?, i.e. 1 job for about 18 people. Randfontein is the commercial farming
municipality with the highest population density and has 66 jobs per km?, i.e. about 1 job for every 4 people.

Graphs 4 and 5 (see p26) show the spread or distribution of the population and employment densities for
the former Bantustans and the commercial farming areas. There are a few places with high population and
employment densities among the commercial farming areas, but a more even distribution among the former
Bantustans. Bearing in mind the different scales of the two figures (especially for employment density), the
other important point emerging is that the ratio of population to employment in the former Bantustans is

generally much higher than in the commercial farming areas.
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50

TABLE 9: The ten highest and lowest ranked rural municipalities by employment density
Rank  Former Bantustans Jobs/km? Commercial farming areas Jobs/km?
1 Mandeni 24 Westonaria 71
2 Mbonambi 16 Randfontein 66
3 Greater Tzaneen 13 Merafong City 59
4 Thulamela 13 KwaDukuza 51
5 Umzumbe 13 Hibiscus Coast 41
6 Greater Letaba 13 Umdoni 22
7 Imbabazane 12 Mafikeng 16
8 King Sabata Dalindyebo 12 Umjindi 16
9 Bushbuckridge 12 Metsimaholo 15
10 uMlalazi 11 Breede Valley 14
228 Elundini 1.6 Siyancuma 0.2
229 Emalahleni 1.5 Kamiesberg 0.2
230 Kagisano 1.4 Siyathemba 0.2
231 Moshaweng 1.4 Ubuntu 0.2
232 Mutale 1.3 Laingsburg 0.2
233 Okhahlamba 1.1 Kareeberg 0.1
234 Senqu 1 Karoo Hoogland 0.1
235 The Big Five False Bay 0.8 Mier 0.1
236 Tsolwana 0.5 Molopo 0.09
237 Umhlabuyalingana 0.5 Hantam 0.08
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SECTION §

EMPIRICAL ANALYSIS: Summary statistics

Before embarking on a systematic analysis of the relationship between density and growth, it is instructive
to explore summary statistics for the different types of municipality.

5.1. NATIONAL, URBAN AND RURAL MUNICIPALITIES

Table 10 presents summary statistics for rural and urban municipalities in 1996. The mean population density
in urban municipalities was about nine times higher than in rural areas. The mean employment density in
urban areas was about 20 times higher than in rural areas. And the mean GVA density in urban areas was
nearly 30 times the rural figure. This implies that urban areas were considerably more productive than rural
areas. This is defined in conventional economic terms, which excludes informal economic activity.

TABLE 10: National, urban, and rural summary statistics

National Urban Rural
Mean population density? 83 381 43
Mean employment density? 18 114 6
Population : employment ratio3 5 3 7
Mean GVA density* R2.1m R14.2m Ro.5m
Mean share of skills (%) 7.1 13 6.3
Mean population growth (%) 1.1 1.4 1
Mean employment growth (%) 1.4 2.2 1.3
Mean GVA growth (%) 2.1 2.6 2.1

Notes: 1= Number of people per km? 2 = Number of people employed per km?
3 = Number of people/number of jobs 4 = Output per km2 5 = Share of the population with matric

In addition, there were twice as many people per job in the rural than in the urban areas. This gives an indica-
tion of the extra pressure on the productive population in rural areas. And the proportion of people with mat-
ric in urban areas was twice as high as that in rural areas. Urban municipalities experienced stronger growth
than rural areas between 1996-2010 across all three indicators, but particularly in terms of employment.
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5.2. BUILT-UP URBAN AREAS

In section 3.3.3 it was noted that many urban municipalities have generous boundaries, so the analysis
of density was refined to focus on the built-up area of the 27 urban municipalities. Table 11 presents the
descriptive statistics for these areas against the total land area of the same municipalities. This procedure
clearly makes a big difference to all density measures.

TABLE 11: Built-up area summary statistics

Urban built-up Urban
Mean population density* 5630 381
Mean employment density? 1337 114
Mean GVA density3 R342my4 R14.2m

Notes: 1= Number of people per km? 2 = Number of people employed per km?
3 = Output per km? 4 = We assume total municipal GVA is produced on the built up area

5.3. HISTORICAL AND ADMINISTRATIVE CLASSIFICATION

In order to test for the influence of institutional and political factors on economic performance, we sub-
divided rural areas into the former Bantustans and commercial farming areas. We also sub-divided urban
areas into metros and secondary cities, since the metros have distinctive powers and responsibilities.
Table 12 presents summary statistics for these four groups of municipalities. The metros have about six
times higher population densities and eight times higher employment densities than secondary cities. The
population:jobs ratio is more similar. The metros are best placed of all areas in terms of the key economic
indicators: GVA density, GVA growth and employment growth.

TABLE 12: Summary statistics for municipalities by historical administrative classification

Metros Sec<.)r‘1dary Commercial Former
Cities farming areas Bantustans

Mean population density* 1081 182 25 72
Mean employment density? 365 42 6 5
Mean population:employment3 3 4 4 15
Mean GVA density# R46.1m R5.1m Ro.5m Ro.6m
Skills share (%)3 15 12 8 4
Mean population growth (%) 1.3 1.3 1.4 0.4
Mean employment growth (%) 2.3 2.1 1.7 0.7
Mean GVA growth (%) 3.4 2.4 2.3 1.8

Notes: 1= Number of people per km? 2 = Number of people employed per km?
3 = Number of people/number of jobs 4 = Output per km? 5 = Share of the population with matric



Comparing the population densities of the former Bantustans and commercial farming areas is very strik-
ing. The former is nearly three times higher than the latter. This is not matched by equivalent employment
differences. Consequently, there are nearly four times as many people per job in the former Bantustans as
in the commercial farming areas, with all the attendant pressures associated with this. With slower growth
in employment in these areas, it is perhaps not surprising that population growth has lagged substantially
behind other parts of the country, presumably because of net out-migration.

5.4. INDUSTRIAL COMPOSITION

Different industries tend to grow at different rates over time, and this may outweigh the effects of density
or agglomeration. Table 13 presents descriptive statistics of the position of different municipalities grouped
according to their dominant economic sector. Manufacturing areas have much higher population and
employment densities than other areas. They have also had higher GVA and employment growth rates.
Municipalities dominated by community services have the highest ratio of population to employment of all
areas, suggesting a big shortfall in jobs and weak local economies, perhaps compensated to a small extent
by public sector employment. Mining areas have not performed well over the last 15 years.

TABLE 13: Summary statistics for municipalities grouped by industrial composition

Manufacturing Agriculture Mining C:Lnrr\:‘il::;ty

Mean population density* 262 32 56 95
Mean employment density? 69 5 16 6
Mean population:employment3 4 6 4 15
Mean GVA density* R8.6m Ro.5m 1.9m o.6m
Mean Skills share (%)° 9.9 6.3 8.4 5
Mean population growth (%) 1.2 1.2 0.9 0-4
Mean employment growth (%) 1.8 1.5 0.3 3
Mean GVA growth (%) 2.8 2.2 1.0 1.7

Notes: 1= Number of people per km? 2 = Number of people employed per km?
3 = Number of people/number of jobs 4 = Output per km? 5 = Share of the population with matric
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SECTION 6

EMPIRICAL ANALYSIS: Regression results

6.1. INTRODUCTION

The purpose of the regression analysis is to establish how growth relates to density. We do this by estimating
the average value of growth over the period 1996-2010 in terms of density in 1996. Regression implies
(without proving) causality between the independent (or explanatory) variable density and the dependent
variable growth. Correlation implies no causality but refers simply to the degree of association between two
variables. For example, density and growth may be correlated because another variable affects them both.

We present statistically significant regressions and the graphical correlations for some of them. Different
combinations of density and growth measures are presented to illustrate the range of analyses that were
undertaken. GVA is the key growth measure in the analysis. The other growth measures produce similar
results. The choice of which growth and density indicators to present was influenced by the desire to convey
a rounded picture of all the evidence.

6.2. DENSITY RESULTS

The results obtained using different measures of density and growth are consistent. The basic message is
that when the analysis covers all 237 municipalities there is no relationship between density and growth.
This finding is surprising considering the body of evidence from elsewhere in the world. It suggests that
spatial proximity does not inevitably create positive externalities that raise productivity and increase growth.
This may be because other factors play a more important role in shaping local growth and development, and
perhaps even in masking the effects of agglomeration in some instances. These could include the industrial
structure, institutional arrangements, inherited conditions or macro-economic circumstances.

Before leaping to conclusions, another important finding is that, when separate regressions are run on dif-

ferent kinds of municipality, there is at least one significant relationship between density and growth in each
of the following categories: ‘metros’, ‘commercial farming areas’ and ‘community services areas’.

6.2.1. National, Urban, Rural and Built-up Urban area

6.2.1.1. National, Urban and Rural

Appendix C presents the regressions run on all 237 municipalities and on the urban and rural categories.
There is no significant relationship between density and growth for any of these groups. Graph 6 shows the



simple correlation between population density and GVA growth for all 237 municipalities, without using
the log scale to begin with. It distinguishes between rural areas (red dots) and urban areas (green dots).
Although there is a slight upward gradient on the line of best fit between the observations, its gradual slope
and the wide scatter of observations indicate that density and growth are not strongly related. Areas with the
highest densities have grown no faster than many areas with much lower densities. This finding holds when
any measure of density is regressed against any measure of growth.

In graph 6 it is difficult to see the distribution of areas in the o to 200 people per km? range clearly. The
remaining graphs in this section therefore use the log scale instead. This also allows us to interpret the slope
coefficient as an elasticity. Graph 7 presents the same correlation, but on a log scale. This spreads out the dis-
tribution along the horizontal axis, and confirms the absence of a relationship between density and growth.

GRAPH 6: Population density versus economic growth (GVA)
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There are about a dozen rural areas that have grown faster than all the urban areas, led by Bela-Bela
(Limpopo), Mossel Bay and Bitou (both in the Western Cape). All three have strong tourism sectors and well-
connected transport routes. Bela-bela is located off the N1 highway between Tshwane and Polokwane and
is known for its mineral springs (warmbaths). Mossel Bay and Bitou (formerly Plettenburg Bay) are on the
south-east coast (the Garden route) and served by the N2 coastal highway.

Urban areas obviously have a higher population density than rural, although there are several exceptions. The
relatively high density rural areas of Hibiscus Coast, Umdoni and Randfontein are served by major national or
provincial roads. Hibiscus Coast and Umdoni are situated in the Ugu district municipality on the KZN South
Coast, about 150km south of eThekwini on the N2 highway. It is part rural and part urban, and houses some
major industrial complexes. Hibiscus Coast is the most concentrated economic hub in Ugu district. Randfon-
tein is a gold mining town about 40km West of Johannesburg and is served by the N12 and R41 highways.

The rural areas of Merafong City (North West), Westonaria (Gauteng) and Dannhauser (Kwazulu Natal) are
some of the municipalities that have experienced declining GVA. Merafong City and Westonaria are on the
West Rand where gold mining is the principal activity and Dannhauser (located halfway between eThekwini
and Johannesburg) is surrounded by some of the largest coal mines in KZN. The decline in GVA may be linked
with shrinking mining activities. The urban areas of Matjhabeng (Free State) and Matlosana (North West) are
also experiencing declining GVA. Both are administrative districts.

The correlation between employment density and employment growth in Graph 8 yields similar results.
There is no significant relationship between these variables. The growth leaders and laggards consist of a
few select rural areas. The municipalities of Mthonjaneni and Ntabankulu experienced relatively high jobs
growth over the period, but are both among the poorest 5% of municipalities in South Africa. Ntabankulu
is the poorest municipality with 85% of its residents living below the poverty line (Schwabe, 2004). The
relatively high jobs growth in these places was probably linked to their low starting point in 1996.

GRAPH 8: Employment density versus employment growth
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6.2.1.2. Built-up urban areas

Appendix D presents the results for the regressions focused on the built-up area of the urban municipalities.
No statistically significant relationship was found between density of the built-up area and the subsequent



growth of the municipal area as a whole. Graphs g9 and 10 illustrate two of the correlations, involving popu-
lation density and employment density. Statistical ‘insignificance’ aside, it is notable that the relationship
between population density and GVA growth is marginally negative, while that between employment density
and GVA growth is the opposite, perhaps hinting that employment density may have more influence on GVA
growth than population density.

The former industrial city of George (Western Cape) has the highest GVA growth rate among urban munici-
palities. Itis situated on the Garden route, promotes itself as a ‘tourism mecca’ and is regarded as the admin-
istrative capital of the Southern Cape. Matlosana (North West) and Matjhabeng (Free State) have the lowest
GVA growth rates, perhaps because they are located in largely rural provinces. Drakenstein (Western Cape)
has the highest population density and is situated in the Cape Winelands district municipality. It is made up
of a concentration of towns and farming communities. Mbombela (Mpumalanga) covers an extensive area
including Nelspruit, and a mixture of agricultural, commercial and manufacturing activities.

GRAPH 9: Employment density versus economic growth
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GRAPH 10: Employment density versus economic growth (GVA)
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6.2.1.3. Summary

This section considered the relationship between density and growth across four groups of municipality:
national, urban, rural and built-up urban area. The essential finding is that there is no apparent relationship
between density and growth. Municipalities with higher population or economic densities have grown no
faster than municipalities with lower densities.

6.2.2. Historical administrative classification

It has been established that there is no relationship between density and growth when all 237 municipalities
are included. Graph 11 shows this again, while distinguishing between former Bantustans (red dots), commer-
cial farming areas (green dots), secondary cities (orange dots) and metros (blue dots). This highlights the rel-
atively low employment density of the rural areas. Beyond a pronounced threshold, illustrated by the red line,
there lies only one former Bantustan and six commercial farming areas. The actual value represented by this
line is 22 people employed per km? of land. The maximum employment density is in Johannesburg, with 787
jobs per km>. This is 10 times the highest employment density for a rural area (Westonaria, also in Gauteng).

GRAPH 11: Employment density versus economic growth (GVA)
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Appendix E presents the regressions run on each of the four sub-groups based on the historical administra-
tive classification: former Bantustans, commercial farming areas, secondary cities and metros. This allows
for some control over the country’s unusual economic geography as a result of apartheid spatial engineering.
Statistically significant results were obtained in the ‘metros’ and ‘commercial farming’ categories.

6.2.2.1. Metro results

The association between population growth and population density in the six metros is positive and
statistically significant at the 10% level. This may be the result of higher natural growth rates in these areas,
given their relatively young populations, and/or higher net migration to the metros because they seem to
offer better employment opportunities and greater access to education and health amenities. Interpreting
the coefficient of density as an elasticity, we find that, holding all else constant, a 1% increase in population
density increases population growth by about 0.4%. Or a 10% increase in population density increases popu-
lation growth by about 4%. Standard errors are in parentheses?. Note that there is no statistically significant
relationship between any measure of density and economic growth in the metros.

Population growth = -1.2269 + 0.3653*(Log(Population density)), N=6, R>=0.5726 (1)
(1.0937) (0.1578)




6.2.2.2. Commercial farming area results

For the 127 commercial farming areas, employment growth is positively related to all three density measures.
These relationships are all statistically significant at the 1% level. Holding all else constant, increasing any
one of the three measures of density by 1% increases employment growth by about 0.4%. Or increasing
density in commercial farming areas by 10% increases the rate of employment growth by about 4%.

(0.3325) (0.1227)

(0.1921) (0.1198)

(1.3652) (0.1118)

Employment growth = 0.9019 + 0.36*(Log(Population density)), N=83, R2=0.0645

Employment growth = 1.4310 + 0.3881*(Log(Employment density)), N=83, R2=0.0775

Employment growth = -2.7084 + 0.3676*(Log(GVA density)), N=83, R2=0.0769

Graph 12 shows the relationship between employment growth and employment density for the commercial
farming areas. The relationship is positive and statistically significant. Areas with higher concentrations of
employment (towns) are growing faster than villages and dispersed rural areas. Several areas have experi-
enced employment decline, including Randfontein, Merafong City and Westonaria. All three are located in
Western Gauteng or on the West Rand. Gold mining is the main activity and the job losses in these areas may

be attributable to mining contraction.

GRAPH 12: Employment density versus employment growth
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6.2.2.3. Summary

This section considered the relationship between density and growth across the four historical categories
of municipality. Statistically significant relationships were found between density and growth in the metros
and commercial farming areas. The latter seems more important because all three measures of density were

linked with subsequent employment growth.
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6.2.3. Local Economic Structure

This section disaggregates the municipalities by industrial structure to assess whether the relationship
between density and growth is influenced by the composition of the local economy. Each municipality is
categorised into one of four subgroups: agriculture, mining, manufacturing and community services.

Graph 13 shows the correlation between population density and subsequent population growth for all 237
municipalities. The graph distinguishes between agricultural areas (green dots), mining areas (red dots),
community services (orange dots) and manufacturing areas (blue dots). As shown before, the municipalities
with the highest density grew no faster than the areas with the lowest density.

Municipalities with the highest rate of population growth are Greater Kokstad (Kwazulu Natal), Bitou (West-
ern Cape) and Overstrand (Western Cape). These are predominantly agricultural or manufacturing and well-
connected tourism hubs. Greater Kokstad, for example, is located on the main transport arterial linking KZN
and the Eastern Cape and is the point at which the rail transport link stops. Overstrand is situated on the
‘Cape Whale Coast’ and includes the booming town of Hermanus. Vulamehlo, Impendle and Ndwedwe are
three municipalities with declining populations. Impendle and Ndwendwe are administrative districts and
Vulamehleo has very little formal economic activity.

GRAPH 13: Population density versus population growth
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Appendix F presents the regression results when each of the sectors ‘agriculture’, ‘mining’, ‘manufacturing’
and ‘community services’ is treated separately. Statistically significant relationships between density and
growth are only found in the community services sample. It is surprising that no relationship is found in
manufacturing, where it would be most expected.

6.2.3.1. Community services

There were some contradictory relationships among the 23 community services municipalities.

Population growth = 4.3198 - 0.8824 (Log(Population density)), N = 23, R2 = 0.2292 (5)
(1.5785) (0.3531)

GVA growth = 11451+ 0.4130 (Log(Employment density)), N = 23, R2 = 0.1378 (6)
(0.2254) (0.3706)

GVA growth = 3.3036 + 0.3917 (Log(GVA density)), N = 23, R2 =0.1774 @)
(2.3708) (1.840)




A negative relationship was apparent between population density and population growth (see also Graph
14). This is statistically significant at the 5% level. Increasing population density by 1% resulted in a decline
in population of 0.88%. The population decline experienced by the densely populated municipalities
may be attributable to the weak economy of these areas and the pressure on resources. This is possible
bearing in mind that 22 of these 23 municipalities are rural, 18 are former Bantustans and four are
commercial farming areas. People may have migrated out of these municipalities in search of better eco-
nomic opportunities elsewhere.

GRAPH 14: Population density versus population growth
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The relationship between employment density and GVA growth is positive and statistically significant at the
10% level. All else being equal, a 1% increase in employment density in 1996 saw a 0.4% increase in GVA
growth subsequently. The relationship between GVA density and GVA growth is also positive and statistically
significant at the 5% level. A 1% increase in GVA density in 1996 increased GVA growth subsequently by
0.4%. Graph 15 shows the relationship between employment density and GVA growth.

GRAPH 15: Employment density versus economic growth (GVA)
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6.2.3.2. Summary

This section analysed the relationship between density and growth for municipalities grouped by economic
structure: agriculture, mining, manufacturing, community services. Statistically significant relationships
were only found in the community services category. The results suggest that community services municipal-
ities with higher levels of economic output and employment to begin with experienced higher rates of growth
subsequently. One explanation may be that places with higher economic densities offered larger consumer
markets which attracted more private investment. Another explanation is regional centres of public services
have continued to attract public investment because they are good locations for adminstering such services.
A combination of both explanations is also possible.

6.2.4. Skills

The simple message of the preceding analysis is that the relationship between density and growth is weak or
non-existent, and only appears in particular circumstances. This section examines the relationship between
an area’s skills and its subsequent growth, to see whether this relationship is stronger. Skills is measured by
the proportion of people with matric.

The regressions of skills on growth are presented in the bottow rows of Appendices C, E and F. Across 10
of the 12 groups of municipalities and across all three measures of growth there is a positive relationship
between skills and growth. The higher the share of people with matric in an areas, the stronger its growth
rate. The only exceptions are in the ‘urban’ and ‘metro’ categories. This may have something to do with small
sample sizes in these categories.

The results presented below are for all 237 municipalities. The positive relationship between skills in an
area and its subsequent growth in population, employment and GVA are shown below. They are statistically
significant at the 1% level.

0.0175 + 0.1489(Skills share), N = 237, R*> = 0.1330 ®
(0.1967) (0.0248)

Population growth

Employment growth 0.0312 + 0.1991(Skills share), N = 237, R*> = 0.0563 (9

(0.4216) (0.0531)

GVA growth 0.9778 +0.1621 (Skills share),N = 237, R*> = 0.1502 (10)

(0.1994) (0.0251)

Holding all else constant, a 1% increase in a municipality’s skills share is associated with a 0.15% increase
in its population growth rate. Graph 16 shows the correlation between skills and population growth. Rural
municipalities have green dots and urban municipalities red dots. Urban areas generally have more skilled
people, although several rural areas are comparable, including Mookgopong (in Limpopo) and Bitou and
Overstrand (both in the Western Cape).

An increase in skills share is also associated with faster employment growth. A 1% increase in the pro-
portion of people with matric increases employment growth by 0.2%. The correlation between skills and
employment growth is shown in Graph 17. The former Bantustans and some commercial farming areas have
relatively low skill levels.



GRAPH 16: Employment density versus economic growth (GVA)
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GRAPH 17: Skills share versus employment growth
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Higher skills also means faster GVA growth. Doubling the proportion of people with matric is associated with

a16% increase in GVA growth (Graph 18). Manufacturing municipalities tend to have higher skills and to have
grown more strongly than other types of area.

Graph 19 shows the relationship between skills and GVA growth analysed separately by sectoral composition
of the area. The association is positive for all types of area and statistically significant for all except mining.
Increasing the share of people with matric has the strongest effect on manufacturing municipalities.
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GRAPH 18: Share of the population with matric versus economic growth (GVA)
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GRAPH 19: Skills share versus economic growth (GVA)
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NOTE

2 Dividing the coefficient by the standard error, we find 0.3653/0.1578=2.31. Since this is greater than 2 we can infer that

density has a significant impact on growth
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CONCLUSION

There is growing interest among governments around the world in the contribution of cities to local and
national economic development. Researchers are also beginning to find evidence that larger and higher
density settlements generate higher levels of productivity and growth. However, this relationship is best
interpreted as a tendency rather than a universal law because the research suggests that there are size-
able differences in the nature and magnitude of this effect, depending on the context and the way in which
density and growth are measured. It seems premature to argue that concentrated economic activity through
urbanisation necessarily increases national economic growth.

This paper examines whether the density of population and economic activity influences the rate of local
economic development in South Africa. Municipalities are the basic units of analysis and the time frame is
1996-2010. Contrary to expectations, no statistically significant relationship is found between density and
development when the analysis covers all 237 local municipalities. There is no evidence that municipalities
with higher densities of population or economic activity in 1996 grew any faster than municipalities with
lower densities over the subsequent 15 year period.

Searching hard for a relationship we examined particular types of municipality on their own to isolate other
factors. This resulted in some evidence of a relationship between density and growth emerging for a few
select groups. Statistically significant relationships between density and economic growth are apparent for
the commercial farming areas and for municipalities dominated by community services sectors. Once again,
this is not what one would have expected. Previous research suggests that agglomeration effects should be
most apparent in (large) urban areas and in areas with sizeable industrial sectors.

By way of a comparison, the paper also examines the influence of human skills on local economic growth.
The relationship between skills and growth is found to be more robust than density. There are positive,
statistically significant relationships across most groups of municipalities. When all 237 municipalities are
considered, a 1% increase in the proportion of the population with matric is associated with a 0.2% increase
in employment and GVA growth. It seems clear that skills is strongly linked with economic growth.

An important message from the analysis is that spatial proximity does not inevitably or automatically con-
tribute to local economic growth. There is no necessary connection between the density of activity within an
area and its rate of economic growth.

There are several possible reasons why the relationship between density and growth is weak or non-existent
in South Africa. First, the legacy of the colonial and Apartheid spatial policies, including forced removals
and restrictions on mobility, may have disrupted conditions by creating artificially high population densities
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in the former Bantustans. Many of these areas are physically isolated, agriculturally infertile and economi-
cally unproductive. Second, the impact of racial segregation and residential restrictions within cities and
towns may have resulted in more spatially fragmented and inefficient urban areas, thereby undermining
their economic performance. Third, the equitable sharing of government tax revenues and fiscal transfers to
compensate poorer districts may mask the impact of density and lift the performance of weak local econo-
mies. Fourth, there may be reliability problems with the dataset, bearing in mind its uncertain origins. The
requirement that the local statistics are adjusted to add up to the national totals may also introduce some
kind of systematic distortion. Against this, the discovery of a significant relationship between skills and
growth provides some reassurance that the dataset should not be discounted.

Further research is required to evaluate the relevance of these factors and to assess whether there is an
underlying relationship between density and growth once these influences have been discounted. The
research could also be extended through multivariate regression. This would enable the various influences
to be incorporated into the analysis simultaneously, thereby identifying their relative importance and the
ways in which they interact. An additional refinement would be to incorporate the detailed industrial compo-
sition of each area without the simplification of creating four municipal categories of manufacturing, mining,
agriculture and community services.
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APPENDICES

APPENDIX A

Population

Global Insight determines national population projections by five primary factors:

° Size of population in the base year, P,

o Number of deaths occurring between the base and projected years, D,

o Number of births occurring between the base and projected years, B,

° Immigrants arriving in the country between the base and projected years, I,
° Emigrants leaving the country during the base and projected years, E,

These variables contribute to the projected population, P
identity

within the following demographic balancing

t+1?

P, =P +B-D+I|-E,

t

Census data and factor-based backward extrapolation is then used to arrive at a 1970 base population fig-
ure. This is used to estimate the national base population figure and the base population estimates for each
province. Municipal populations are then estimated by adjusting provincial factors and assumptions based
on underlying provincial evidence.

Employment

Global Insight uses a Labour Model built on two pillars. One estimates formal and informal employment (i.e.
the demand side), while the other estimates unemployment and economic activity (i.e. the supply side). They
do this because data from employers is believed to be more reliable than data from home-based surveys.
Unemployment is measured at the place of residence, while employment is measured at the place of work.
The estimates for each area are balanced and checked against the Quarterly Labour Force Survey and the
General Household Survey. Gl also obtains regional employment data from relevant industry associations
and interpolates for the missing figures on the basis of the relevant sector’s output growth in each region.
Employment numbers are then estimated so that the following labour market identities balance: EAP=U+E

Where:
° EAP = Total Economically Active Population
o U = Number of people unemployed
° E = Number of people employed (formal + informal sector)

Gross Value Added (GVA)

Gl obtains initial estimates of GVA growth rates from five sources: mining, construction, electricity, retail
trade and regional service council levies. These growth rates are applied to preliminary estimates of GVA
benchmarked on national level Reserve Bank estimates of value added by sector to arrive at preliminary
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estimates of GVA for each year from 1997 to 2005. These estimates are then benchmarked and adjusted
to national level estimates of sectoral GVA (unpublished detailed series obtained from StatsSA as well as
Reserve Bank published series) to arrive at final regional estimates.

APPENDIX B

Categorisation of municipalities by their economic base

The overriding principle is that municipalities are classified according to their dominant tradable sector.
We start off by identifying municipalities with more than 10% of their jobs in mining. In 1996, there were 34
municipalities with this characteristic (referred to below as group 1). To establish whether these are classified
as mining or another sector, we compare their share of jobs in mining with their share of jobs in agriculture
and in manufacturing. If the mining share exceeds the other sectors, these areas are classified as mining.

1. Of the 34 municipalities in group 1, eight have both
e agricultural share of employment less than 10% and
e manufacturing share of employment less than 10%.

Therefore these municipalities are classified as mining

Municipality Sector | Agriculture Mining Manufacturing | Community
Westonaria Mining 1% 75% 3% 4%
Merafong City Mining 2% 68% 4% 6%
Matjhabeng Mining 3% 61% 3% 9%
City of Matlosana (Klerksdorp) Mining 4% 55% 4% 10%
Kgetlengrivier Mining 6% 47% 6% 10%
Rustenburg Mining 7% 46% 6% 10%
Moses Kotane Mining 7% 23% 8% 22%
Fetakgomo Mining 1% 17% 2% 43%
Classified 8 o 8 o o
2. Of the remaining 26 municipalities from group 1, five have

e Manufacturing share of employment greater than 10% and
e Agricultural share of employment less than 10%.

These municipalities are therefore classified as manufacturing or mining depending on
which sector was larger. Four were classified as mining and one manufacturing.

Municipality Sector Agriculture | Mining | Manufacturing | Community
Randfontein Mining 5% 43% 12% 10%
Govan Mbeki (Highveld) Mining 5% 36% 20% 9%
Dannhauser Mining 6% 35% 16% 13%
Emalahleni(Mpumalanga) Mining 4% 23% 19% 11%
NokengtsaTaemane Manufacturing 8% 14% 17% 20%
Classified 5 (1] 4 1 o
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3. Of the remaining 21 municipalities from group 1, 16 municipalities have
e Agricultural share greater than 10% and
e Manufacturing share of employment less than 10%

These municipalities are therefore classified as mining or agriculture depending on which
sector was larger. 10 municipalities are classified as mining and 6 as agriculture.

Municipality Sector Agriculture Mining | Manufacturing | Community
Thabazimbi Mining 13% 63% 3% 4%
Masilonyana Mining 27% 40% 2% 9%
Kgatelopele (Dan-Lime) Mining 12% 36% 6% 16%
Tsantsabane Mining 12% 36% 6% 16%
Gamagara Mining 15% 32% 5% 15%
Richtersveld Mining 13% 30% 4% 18%
Kamiesberg Mining 13% 30% 4% 18%
NamaKhoi Mining 13% 30% 4% 18%
Ba-Phalaborwa Mining 19% 21% 4% 17%
Ga-Segonyana Agriculture 22% 18% 3% 21%
Emadlangeni (Utrecht) Agriculture 38% 16% 4% 18%
Greater Tubatse Mining 12% 15% 6% 27%
Khai-Ma Agriculture 50% 13% 2% 12%
Letsemeng Agriculture 41% 13% 3% 11%
Delmas Agriculture 28% 11% 9% 10%
Abaqulusi Agriculture 22% 10% 8% 19%
Classified 16 6 10 o o

4. The five remaining municipalities in group 1 had both
e Agricultural share of employment greater than 10% and
e Manufacturing share of employment greater than 10%

These municipalities are therefore classified as manufacturing, mining or agriculture
depending on which sector was the largest. 2 municipalities are classified as agriculture and

3 as mining.

Municipality Sector Agriculture Mining Manufacturing | Community
Lekwa (Standerton) Mining 23% 27% 10% 10%
Dikgatlong Mining 15% 25% 14% 13%
Steve Tshwete (Middelburg) Mining 11% 23% 15% 12%
Madibeng Agriculture 19% 10% 15% 17%
Umjindi Agriculture 45% 10% 13% 8%
Classified 5 2 3 o o

The 203 remaining municipalities all have less than 10% of employment in mining.
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5. Group 2 consists of these municipalities with more than 10% of jobs in agriculture. Of these

157 municipalities, 100 have less than 10% of their jobs in manufacturing. So these munici-
palities are classified as agriculture.

Municipality Sector Agriculture | Mining | Manufacturing | Community
Witzenberg Agriculture 65% 0% 8% 9%
Siyancuma Agriculture 59% 1% 6% 13%
Sunday’s River Valley Agriculture 58% 0% 4% 12%
Tokologo Agriculture 57% 6% 2% 8%
Theewaterskloof Agriculture 56% 0% 7% 11%
Cederberg Agriculture 55% 0% 6% 10%
Ventersdorp Agriculture 54% 2% 5% 10%
Kannaland Agriculture 54% 0% 9% 13%
Kou-Kamma Agriculture 52% 0% 7% 9%
Renosterberg Agriculture 52% 0% 1% 16%
Karoo Hoogland (Frasuwil) Agriculture 52% 0% 2% 12%
Nxuba Agriculture 52% 0% 1% 22%
Baviaans Agriculture 51% 0% 3% 19%
Prince Albert Agriculture 51% 0% 3% 15%
Setsoto Agriculture 50% 0% 5% 11%
Tswelopele Agriculture 49% 0% 4% 11%
Maquassi Hills Agriculture 48% 4% 4% 11%
Tsolwana Agriculture 48% 0% 4% 23%
Siyathemba Agriculture 48% 0% 5% 16%
Mamusa (Schweizer-Reneke) Agriculture 47% 4% 4% 10%
Impendle Agriculture 47% 0% 6% 17%
Matzikama Agriculture 46% 4% 6% 10%
Richmond Agriculture 46% 0% 10% 13%
Nala Agriculture 46% 1% 6% 12%
Blue Crane Route Agriculture 46% 0% 6% 19%
IKai! Garib Agriculture 45% 2% 4% 15%
Tswaing Agriculture 43% 7% 4% 13%
Naledi Agriculture 43% 1% 5% 12%
Naledi (Free State) Agriculture 43% 0% 3% 16%
Modimolle Agriculture 43% 1% 7% 14%
IKheis Agriculture 43% 2% 4% 16%
Kagisano Agriculture 42% 0% 4% 24%
Molopo Agriculture 41% 0% 3% 28%
Ikwezi Agriculture 41% 0% 3% 17%
Mantsopa Agriculture 41% 0% 5% 15%
Ubuntu Agriculture 40% 0% 3% 18%
Musina Agriculture 40% 4% 5% 13%




Ndlambe Agriculture 39% 1% 7% 13%
Kouga Agriculture 38% 0% 10% 12%
Nketoana Agriculture 38% 0% 4% 13%
Mohokare Agriculture 38% 0% 3% 17%
Mafube Agriculture 38% 0% 5% 15%
Gariep (Eastern Cape) Agriculture 38% 0% 8% 19%
Phokwane Agriculture 38% 1% 5% 15%
Dipaleseng Agriculture 38% 4% 7% 12%
Kareeberg Agriculture 37% 0% 4% 20%
KharaHais Agriculture 37% 3% 5% 17%
Mier Agriculture 37% 3% 5% 17%
Hantam Agriculture 37% 0% 6% 17%
Hessequa (Langeberg) Agriculture 37% 0% 7% 14%
Greater Letaba Agriculture 36% 0% 7% 16%
eDumbe Agriculture 36% 5% 9% 13%
Mookgopong Agriculture 35% 1% 8% 13%
Kopanong Agriculture 35% 0% 3% 20%
Elias Motsoaledi Agriculture 34% 3% 5% 20%
Cape Agulhas Agriculture 33% 0% 9% 15%
Dihlabeng Agriculture 33% 0% 6% 15%
Greater Kokstad Agriculture 33% 0% 6% 14%
PixleyKaSeme Agriculture 32% 2% 5% 13%
Magareng Agriculture 32% 2% 6% 19%
Umsobomvu Agriculture 32% 0% 2% 21%
Albert Luthuli Agriculture 31% 7% 5% 23%
Thembelihle Agriculture 31% 0% 5% 22%
Greater Tzaneen Agriculture 31% 1% 8% 18%
Phumelela Agriculture 31% 0% 8% 13%
Msukaligwa Agriculture 31% 8% 7% 14%
Greater Marble Hall Agriculture 31% 1% 5% 23%
Ngwathe Agriculture 30% 0% 9% 16%
Makhado Agriculture 29% 1% 7% 20%
InxubaYethemba Agriculture 28% 2% 5% 24%
RamotshereMoiloa (Zeerust) Agriculture 28% 1% 5% 28%
Bela-Bela Agriculture 27% 0% 7% 13%
Maruleng Agriculture 26% 0% 6% 20%
Lekwa-Teemane Agriculture 26% 2% 9% 16%
Senqu Agriculture 26% 0% 3% 32%
Moghaka Agriculture 25% 4% 9% 19%
Sakhisizwe Agriculture 24% 0% 4% 30%
Beaufort West Agriculture 23% 0% 5% 22%
Makana Agriculture 23% 0% 7% 33%
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Lephalale Agriculture 23% 9% 4% 11%
Elundini Agriculture 22% 0% 5% 30%
Emalahleni Agriculture 21% 0% 5% 38%
Maletswai Agriculture 20% 0% 8% 25%
Moshaweng Agriculture 20% 5% 3% 41%
Camdeboo Agriculture 19% 0% 8% 23%
Molemole Agriculture 18% 1% 8% 20%
The Big Five False Bay Agriculture 18% 0% 7% 33%
Emthanjeni Agriculture 17% 0% 5% 25%
Umzimkhulu (Umzimkulu) Agriculture 17% 1% 9% 38%
Nkonkobe Agriculture 16% 0% 4% 47%
Ratlou (Setla-Kgobi) Agriculture 16% 0% 6% 32%
Mogalakwena Agriculture 15% 1% 2% 11%
Blouberg Agriculture 15% 1% 5% 37%
Matatiele Agriculture 14% 0% 4% 31%
Polokwane Agriculture 14% 0% 8% 21%
Mhlontlo Agriculture 12% 0% 6% 43%
IntsikaYethu Agriculture 12% 0% 3% 42%
Lepelle-Nkumpi Agriculture 12% 1% 3% 19%
Greater Taung Agriculture 11% 2% 6% 39%
Umbhlabuyalingana Agriculture 10% 1% 5% 39%
Classified 100 100 o o o

6. The remaining 57 municipalities in group 2 have
e Agricultural share of employment greater than 10%, and

e Manufacturing share of employment greater than 10%.

These municipalities are therefore classified as agriculture or manufacturing depending on

which sector was larger. Stellenbosch is categorised as agriculture.

Municipality Sector Agriculture Mining | Manufacturing | Community
Bergrivier Agriculture 54% 0% 11% 10%
Breede River/Winelands Agriculture 51% 0% 13% 11%
Swellendam Agriculture 47% 0% 10% 11%
uMshwathi Agriculture 44% 1% 22% 11%
Mooi Mpofana Agriculture 44% 0% 17% 12%
Laingsburg Agriculture 44% 1% 10% 13%
KwaSani Agriculture 43% 0% 11% 9%
Umvoti Agriculture 42% 0% 12% 14%
Breede Valley Agriculture 42% 0% 13% 16%
Mthonjaneni Agriculture 38% 0% 15% 19%
KwaDukuza Agriculture 38% 0% 22% 9%
Mkhondo Agriculture 36% 5% 14% 12%
Ubuhlebezwe Agriculture 35% 0% 10% 19%
Inkwanca Agriculture 35% 0% 13% 21%




Ingwe Agriculture 33% 0% 10% 21%
Nkomazi Agriculture 31% 6% 11% 18%
Ndwedwe Agriculture 30% 0% 16% 22%
Hlabisa Agriculture 29% 0% 11% 24%
ThabaChweu Agriculture 29% 6% 11% 13%
Maphumulo Agriculture 29% 0% 13% 30%
Drakenstein Agriculture 29% 0% 24% 15%
Mtubatuba Agriculture 27% 1% 12% 23%
Swartland Manufacturing 27% 0% 31% 11%
Oudtshoorn Agriculture 26% 0% 11% 23%
Ditsobotla (Lichtenburg) Agriculture 25% 4% 12% 18%
,(\/E‘?lz(cj)igiakusuka) Manufacturing 24% 0% 30% 16%
Emakhazeni (Highlands) Agriculture 24% 9% 12% 12%
Okhahlamba Agriculture 24% 0% 11% 24%
Mkhambathini Agriculture 23% 0% 20% 18%
Overstrand Agriculture 22% 0% 11% 14%
Umzumbe (Khiphinkunzi) Agriculture 21% 0% 17% 18%
uMuziwabantu Agriculture 21% 0% 16% 21%
Ezingoleni (Izingolweni) Agriculture 20% 1% 15% 20%
Stellenbosch Agriculture 20% 0% 20% 22%
Umdoni Manufacturing 20% 0% 22% 18%
uMngeni Agriculture 19% 0% 17% 18%
Mbombela Agriculture 19% 1% 13% 16%
Vulamehlo Manufacturing 18% 0% 21% 21%
uPhongolo Agriculture 18% 5% 12% 21%
Hibiscus Coast Agriculture 18% 1% 12% 16%
Saldanha Bay Manufacturing 17% 1% 27% 16%
uMlalazi Manufacturing 17% 1% 35% 19%
Ntambanana Manufacturing 16% 4% 18% 16%
Tlokwe (Potchefstroom) Agriculture 15% 3% 1% 25%
Great Kei Manufacturing 14% 0% 21% 18%
Endumeni Agriculture 14% 4% 11% 24%
uMhlathuze Manufacturing 14% 4% 20% 18%
George Manufacturing 13% 0% 17% 18%
Lesedi Manufacturing 12% 1% 21% 19%
Umtshezi Manufacturing 12% 0% 25% 19%
Indaka Manufacturing 11% 2% 19% 22%
Mossel Bay Manufacturing 11% 3% 21% 17%
Amahlati Manufacturing 11% 0% 22% 34%
Kungwini Manufacturing 11% 2% 15% 15%
Knysna Manufacturing 11% 0% 16% 14%
Bitou (Plettenberg Bay) Manufacturing 1% 0% 16% 14%
Port St Johns Manufacturing 10% 0% 13% 40%
Classified 57 39 o 18 o
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7. Group 3 consists of municipalities with more than 10% of their jobs in manufacturing. All
of these 23 areas have less than 10% of their jobs in agriculture, so they are classified as
manufacturing.

Municipality Sector Agriculture | Mining | Manufacturing | Community
Newcastle Manufacturing 3% 1% 36% 20%
Emfuleni Manufacturing 3% 0% 35% 15%
Emnambithi-Ladysmith Manufacturing 4% 0% 35% 18%
Moretele Manufacturing 1% 0% 32% 22%
N Mandela Manufacturing 2% 0% 31% 21%
Metsimaholo Manufacturing 6% 1% 30% 14%
eThekwini Manufacturing 2% 0% 29% 18%
Imbabazane Manufacturing 9% 0% 28% 19%
Ekurhuleni Manufacturing 1% 3% 27% 14%
Buffalo City Manufacturing 4% 0% 27% 27%
City of Cape Town Manufacturing 2% 0% 26% 20%
Ngqushwa Manufacturing 5% 0% 24% 40%
Midvaal Manufacturing 4% 0% 21% 16%
Thembisile Manufacturing 5% 2% 21% 28%
Msunduzi Manufacturing 3% 0% 21% 24%
Mogale City Manufacturing 8% 4% 20% 18%
Mbonambi Manufacturing 10% 5% 19% 15%
City of Johannesburg Manufacturing 1% 1% 19% 17%
Maluti a Phofung Manufacturing 9% 0% 18% 27%
Mngquma Manufacturing 4% 0% 15% 40%
City of Tshwane Manufacturing 1% 0% 15% 25%
Ngquza Hill Manufacturing 9% 0% 14% 38%
Mangaung Manufacturing 5% 0% 13% 28%
Classified 23 o o 23 0

8. The 23 remaining municipalities have less than 10% of their jobs in agriculture, mining and
manufacturing, and more than 10% of their jobs in community services, so they are classified
in the latter category.

Municipality Sector Agriculture Mining Manufacturing | Community
Bushbuckridge Community 9% 0% 9% 39%
Sol Plaatjie Community 5% 3% 9% 30%
DrJS Moroka Community 7% 0% 9% 40%
Thulamela Community 6% 1% 9% 38%
Lukhanji Community 7% 0% 8% 33%
Aganang Community 3% 0% 8% 39%
Mafikeng Community 7% 0% 7% 36%
E;nbgataDalin dyebo Community 3% 0% 6% 39%
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Graphs B1to B4 show the distribution of municipalities by sector.
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GRAPH Ba1: Share of employment in agriculture for ‘agriculture’ municipalities. N
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Share of employment in comunity services for “community services” municipalities. N
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APPENDIX C

National Rural Urban
N=237 N=210 N=27
Dependent popgrowth | emptgrowth | Gvagrowth | popgrowth | emptgrowth | gvagrowth | Popgrowth | emptgrowth | gvagrowth
variable
log (popdensity) -0.0948 0.0118 0.0024 -0.1701 -0.0856 -0.0892 -0.0593 -0.0404 0.2334
(0.0608) (0.1255) (0.0626) (0.0722) (0.1519) (0.0725) (0.2118) (0.3559) (0.2699)
Constant 1.3823 1.3994 2.1155 1.5461 1.6050 2.3276 1.6896 2.3720 1.3960
(0.2214) (0.4573) (0.2279) | (0.2413) (0.5079) (0.2426) (1.5029) (1.9325) (1.4659)
R? 0.0103 0.0000 0.0000 0.0260 0.0015 0.0072 0.0031 0.0005 0.0290
log(emptdensity) 0.0799 0.1548 0.1039 0.7329 0.1031 0.0347 -0.0837 -0.1073 0.1776
(0.0621) (0.1276) (0.0634) (0.0849) (0.1766) (0.0846) (0.2078) (0.3492) (0.2669)
Constant 0.9604 -0.0298 1.9806 0.9554 1.2393 2.0215 1.7104 2.5879 1.9239
(0.1280) (1.4889) 0.1309 (0.1359) (0.2829) (0.1356) (0.8661) (1.4551) (1.1122)
R? 0.0070 0.0042 0.0113 0.0036 0.0016 0.0008 0.0064 0.0038 0.0174
log(gvadensity) 0.0714 0.1150 0.0881 0.0536 0.0305 0.0136 0.0262 0.0497 0.2454
(0.0562) (0.1156) (0.0574) (0.0774) (0.1610) (0.0771) (0.2063) (0.3461) (0.2619)
Constant 0.1589 -0.0298 0.9993 0.3674 0.9676 1.8890 0.9609 1.3731 -1.2266
(0.7236) (1.4888) (0.7400) | (0.9637) (2.0054) (0.9606) (3.2579) (5.4659) (4.1364)
R? 0.0068 0.0042 0.0099 0.0023 0.0002 0.0001 0.0006 0.0008 0.0339
Share_matric 0.1489*** 0.1991*** 0.1621*** | 0.2032*** | 0.2375*** 0.1993*** 0.0959 0.1862 0.1576
(0.0248) (0.0531) (0.0251) (0.0315) (0.0699) (0.0315) (0.0854) (0.1421) (0.1086)
Constant 0.0175 0.0312 0.9778 -0.2575 -0.1601 0.7940 0.1536 -0.2137 0.6299
(0.1967) (0.4216) (0.1994) (0.2216) (0.4909) (0.2213) (1.1110) (1.8482) (1.4120)
R? 0.1330 0.0563 0.1502 0.1661 0.0525 0.1611 0.0479 0.0642 0.0778

Notes: Bivariate regression takes the form y= bix + u. Popgrowth, emptgrowth and GVAgrowth are calculated using the equation growth=

(In (Xi10 /Xi96)/15)*100 Log(popdensity) = Log(Number of people per km2) Log(emptdensity)= Log(Number of people employed per km2),
Log(GVAdensity)= Log(Rand value of economic output per km2) Share_matric= Proportion of the population with matric
Level of significance *** =1%, **= 5%, *= 10%
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APPENDIX D

Built up area

N=27
Dependent variable Popgrowth Empt growth GVA growth
log(popdensity) -0.4850 -1.8719 -0.7234
(0.9425) (1.5449) (1.2148)
Constant 5.5485 18.2696 8.8643
(8.1158) (13.3039) (10.4612)
R? 0.0105 0.0555 0.014
log(emptdensity) 0.4657 0.0323 0.4130
(0.6725) (1.1390) (0.8727)
Constant -1.9518 1.9260 -0.3122
(4.8081) (8.1441) (6.2400)
R? 0.0188 o] 0.0089

Notes: Bivariate regression takes the form y= b1x + u. Popgrowth, emptgrowth and GVAgrowth are calculated
using the equation growth= (In (Xiz0 Xi96)/15)*100 Log(popdensity) = Log(Number of people per km?)
Log(emptdensity)= Log(Number of people employed per km?),

Level of significance *** =1%, **= 5%, *=10%
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