merscia

MANUFACTURING, ENGINEERING
AND RELATED SERVICES SETA

STRATEGIC PLAN
FOR THE FISCAL YEARS 2015/16 - 2019/2020

Leaders in closing
the skills

gap






OFFICIAL SIGN-OFF

It is hereby certified that this Strategic Plan (SP) was developed by the management of the Manufacturing
and Engineering Related Services Sector Education and Training Authority (merSETA), under the guidance
of the Accounting Authority (AA), and takes into account all the relevant policies, legislative framework
and other mandates that govern merSETA responsibilities and accurately reflects the strategic outcome-

oriented goals and strategic objectives which the Sector Education and Training Authority will endeavour

to achieve over the period 2015/16 to 2019/20.

Wayne Adams (Mr)

Acting Chief Executive Officer

Ncedisa Mjikeliso (Ms)

Chief Financial Officer Signature: ....
Sheryl Pretorius (Ms)
Acting Chief Operations Officer Signature: ....

Ester van der Linde {Ms)

Corporate Services Executive

Sebolelo Mokhobo Nomvete (Ms)

Executive Strategy and Research

Signature: .

SIZNALUNE: .o DNl e e

Signature: ...

Lebogang Letsoalo (Ms)
Chairperson of the Accounting Authority

Signature:\ ... ...l e

Approved by

Executive Authority (Minister)

Signature:




TABLE OF CONTENTS

OFFICIAL SIGN-OFF ... ittt ba e s ba e e e s sbbae e e s e 2
TABLE OF CONTENTS ...ttt e s s ba s e s s ba e e e s nbae e 3
LIST OF FIGURES ...ttt ettt e e e s e r e e e e s s s s sesnnre e e e e e e s e saanes 4
LIST OF TABLES ...ttt bbb e e s s ba e e e s s iaae e s 4
LIST OF ACRONYIMS ...ttt e e e e s s ar e e e e s e s s s ennnneneeeeesssananns 6
PART A: STRATEGIC OVERVIEW ...coiiiiiiiiiiiiii ittt 8
1  LEGISLATIVE AND OTHER MANDATES ..ottt e 9
O R Y= {1 =Y Y Y =T g T = o USSR 9
1.2 POJICY IMANAAEES ..eeetieitieeee ettt ettt et ettt e a e e bt e b e e b et e bt e e bt e an e e bt e e eae e e bt e e e an e e nabeesareenans 10
1.3 ReleVant CoUIt RUIINES ..coouuieiiiieiie ittt ettt ettt b e ae e e bt e bt e e bt e e s st e e bt e e sane e bt e e ssneennteesaneesnns 11
1.4 Planned PoOliCY INMIATIVES .....uiiiiiiiieeiiiee ettt e sttt e et e e et e e e et e e e e ebaeeestbeeeeassaeeesssaaaestseseanssaeesansaeeeanssesennns 11
2 SITUATIONAL ANALYSIS ettt ettt e e e e e e e e e e s e eneees 15
2.1 Performance ENVIFONMENT .......cccoiiiiiiiiiiiii e 15
2.2 Organisational ENVIFONMENT .......cuuiiieiiiie ettt ettt e et e e e tve e e e st e e e eatt e e e sabeeaesataeeeesseeesssaseaastseseassaeessreeaans 19
2.3 Description of the strategic Planning ProCESS......c.eiiiiiiitiiiieeee ettt 26
3 STRATEGIC OUTCOME ORIENTATED GOALS OF THE SETA: 2015/16 — 2019/20.................. 29
PART B: STRATEGIC OBJECTIVES AND BUDGET PROGRAMMIES........ccccovimimiiiiiiiiiininiceeenn, 30
4 PROGRAMME 1: ADMINISTRATION ...cciiiiiiiiiiiiiiiiiii ittt 30
B.1 PrOGIAMIME PUIPOSE verveverereeeseeseeeeseseseseeseeseseesessseesessssesesseseseesesssseseesseeseseseseeseesseesaeseeeseeseseseesesessesesseesseesaneenes 30
4.2 Programme 1: AdminiStration - StrategiC ODJECTIVES.....wv.wvrveeereeseeeeeeeeesessssesssesssesessseesssssesssessseessesseeseeees 31
4.3 Risk Management Programme 1: Administration........oocciiiiiiiiiiiiiiie e e e 32
4.4 Resource Considerations Programme 1: Administration .......ccccoeiiiiiiiiiiieiiiiieee e e 33
5 PROGRAMME 2: SKILL PLANNING ...coociiiiiiiiiiiiiiiinciic e 35
N R o oY= { =T 0 Y 0 =0 o UL o 1Y ISP PTPPPPPPPTPPPRE 35
5.2 Programme 2: Sills PIanning - Strate@ic OBJECTIVES .......v.evereveeeeeeeseeeseeeseeeseseseseeessssesssssesssesssssesssssssesssseeees 35
5.3 Risk Management Programme 2: SKIllS PIANNING c.......ev.eveeveevereeeseeeseeeseeeseessesssessessssesssssseesssssssssssssssssseeees 36
5.4 Resource Considerations Programme 2: SKills PIanNing ........cccouiiiiiiiiiiiiiiiiic e e e 36
6 PROGRAMME 3: LEARNING PROGRAMMES AND PROJECTS ....coiiiiiiiiiiiiiiiiiiiiecc s 38
(ST R o oY= { =T 0 Y 0 =0 o UL o o 1Y PSPPIt 38
6.2 Programme 3: Learning Programmes and Projects - Strategic ObjJectiVes .........cccvvveeieeiiiiiiiiieieee e 46
6.3 Risk Management Programme 3: Learning Programmes and PrOJECES ........eveveeeeeereereeeereseeeesseseesessesessseseens 47



6.4 Resource Considerations Programme 3: Learning and Projects .........cccovueerieiiiienieeiieeniec e 48

7  PROGRAMME 4: QUALITY ASSURANCE ........ovtiiiiiiiiiiniiiie ittt 49
/% R e o7 =0 a1 T o 10 o T L] PP PPPPPPPTTN 49
7.2 Programme 4: Quality Assurance Strategic ODJECHIVES.....c..iiiiiiiiiiiiie e e 50
7.3 Risk Management Programme 4: QUAlILY ASSUIANCE .....cuuiiiieriieeiieeiiiesieesteesteesireesbeesireesbeesbeessseesareesaseesanes 51
7.4 Resource Consideration Programme 4: QUality ASSUIANCE ...cccueerieirieeiieeniie e sieesieesireesreesreesiseesireesseesans 52
PART C: LINKS TO OTHER PLANS ..ottt e e e ren e e e e 54
8  LINKS TO INFRASTRUCTURE AND OTHER CAPITAL PLANS......cottiiiiiiiiiiiiiceiiecc s 54
9 CONDITIONAL GRANTS ..ttt e s s e e e e s s enees 54
10 PUBLIC ENTITIES ..o iiiiiiiiiiiieeiitie ettt e s 54
11 PUBLIC = PRIVATE PARTNERSHIPS .....ooiiiiiiiiiiiic 54
12 ANNEXURE 1: SECTOR SKILLS PLAN 2019/20......ccutiiririiniiniieieienieniesie et 54

LIST OF FIGURES

Figurel: The merSETA organisational €ENVIrONMENT .........coccviiiiiiiiie ettt et e e ees e 19

Figure 2: Governance and core functions structure of the MerSETA ........coccviiiiiiiiie e 21

LIST OF TABLES

Table 1: The merSETA staff component as of 30 JuNe 2018.........ooviiiiiiieiiiiiee et e e 22
Table 2: Strategic outcome orientated OAlS.........iiiiiiiiiiiiiiie e 29
Table 3: Programme 1 Strategic ObjeCtIVES....cciuiiii i e e aaaee s 31
Table 4: Risk Management Programme L........ocviiiiiiiieeiiiieeeesiieee e e st e e e st e e s saae e e s saaaeeesnsbaeesssneees 32
Table 5: Income and EXpenditure FOrECaSt .......ccuuiii ittt e e e s e e e s aaaee s 33
Table 6: Reconciling Performance Targets with the Budget and MTEF Programmel: Administration ..... 34
Table 7: Programme 2 Strategic ObJECTIVES.....cccviiiiiiiiee ettt e e e e s e e e s aaeee s 35
Table 8: Risk Management PrOZramIME 2........coccuiiieiciiieeeeieeeeeeieeeeeetaeeeeetteeeesaseeeessseeesensaeeeeansseeasesneeeas 36
Table 9: Reconciling Performance Targets with the Budget and MTEF Programme?2: Skills Planning....... 36
Table 10: The merSETA Top 10 Occupations in Demand List/PIVOTAL List (ranked).......cc.cccovveeeveeenennee. 39
Table 11: The merSETA Sub-Sector Skills Priorities (ranked)..........ooocveiieiiiiee e 40



Table 12: Strategic Objectives Programme 3. ......oi oottt et e et e e e et ee e e saae e e e e aaaee s 46
Table 13: Risk Management PrOSramIMe 3......ccccuuiieiiiieeeeiieeeeeeiee e e eeive e e eetre e e s saaeeeesaaeeeessaeeeeansseeesasnneens 47

Table 14: Reconciling Performance Targets with the Budget and MTEF Programme3: Learning

o T=d T a1 s LT Yo Vo I 2 o T[Tt £ P 48
Table 15: Strategic Objectives Programme 4- ObjeCtiVES.......couiuiiiiiiiiiie e 50
Table 16: Risk Management PrOSramiMeE 4.......occuueeeieiiieeiiiieeeeeiiteeesteeessateeesseaeeessaaeeesssaaeessnsneeessnsnneens 51
Table 17: Resource Consideration ProSrammeE 4 ..........ueieecuiiieiiiiiieeeiiieeesieeessiveeesssiaeeesssssaeesssneeessnsnnees 52



LIST OF ACRONYMS

AA Accounting Authority

AGSA Auditor General of South Africa

AET Adult Education and Training

Al Artificial Intelligence

APP Annual Performance Plan

AQP Assessment Quality Partner

BBBEEE Broad-Based Black Economic Empowerment
BRICS Brazil, Russia, India, China, South Africa

CBQ Cost Benefit Quality

CEO Chief Executive Officer

CFO Chief Financial Officer

Ccoo Chief Operations Officer

CETEMF Capital Equipment, Transport Equipment, Metal Fabrication
CHE Council for Higher Education

COMET Competence Measurement in Education and Training
CSIR Council for Scientific and Industrial Research

DBE Department of Basic Education

DHET Department of Higher Education and Training
DQP Development Quality Partner

DSAP Dual System Apprenticeship Programme

DTI Department of Trade and Industry

ECM Enterprise Content Management

EEA Employment Equity Act

ETQA Education and Training Quality Assurance

FET Further Education and Training

GDP Gross Domestic Product

GET General Education and Training

GWM&E Government-Wide Monitoring and Evaluation
HEI(s) Higher Education Institutions

HEMIS Higher Education Management Information System
HET Higher Education and Training

HO Head Office

HR Human Resources

HRM Human Resource Management

HSRC Human Sciences Research Council

ICT Information and Communication Technology
IDZs Industrial Development Zones

IPAP Industrial Policy Action Plan

Lmi Labour Market Intelligence

LMIP Labour Market Intelligence Partnerships

M&E Monitoring and Evaluation

MANCO Management Committee

mer- sector(s) Manufacturing, Engineering and Related sector(s)
merSETA Manufacturing, Engineering and Related Services Sector Education and

Training Authority



MHET Minister of Higher Education and Training

MIS Management Information Systems

MTEF Medium Term Expenditure Framework

NAMB National Artisan Moderation Body

NCPC-SA National Cleaner Production Centre of South Africa
NPO Non-Profit Organisation

NQF National Qualifications Framework

NSDMS National Skills Development Management System
NSDS National Skills Development Strategy

PESTEL Political, Economic, Social, Technological, Environmental and Legal
PFMA Public Finance Management Act

PIVOTAL Professional, Vocational, Technical and Academic Learning
PSET Post-School Education and Training

PWD People with Disabilities

QA Quality Assurance

QCTO Quality Council for Trades and Occupations

RECP Resource Efficiency and Cleaner Production

R&D Research and Development

S&R Strategy & Research

SA South Africa/South African

SAQA South African Qualifications Authority

SETA Sector Education and Training Authority

SEZs Special Economic Zones

SIPs Strategic Integrated Projects

SLA Service Level Agreement

SMART Specific, Measurable, Attainable, Realistic/Relevant and Time Bound
SME(s) Small and Medium Enterprises

SMME(s) Small, Medium and Micro-Enterprises

SP Strategic Plan

sSSP Sector Skills Plan

STEM Science, Technology, Engineering and Mathematics
TVET Technical & Vocational Education and Training College
VAT Value Added Tax

WE/WIL Work Experience/Workplace Integrated Learning

4IR 4™ |ndustrial Revolution




PART A: STRATEGIC OVERVIEW

Vision
Leaders in closing the skills gap.
Mission

To increase access to high quality and relevant skills development and training opportunities, in order to

reduce inequalities and unemployment, and to promote employability and participation in the economy.

Values

BATHO PELE — PEOPLE FIRST

WE CARE: WE BELONG: WE SERVE:
It's about caring for people It’s about warking together It's about going beyond
we render services to as teams with fellow colleagues the call of duty



1 LEGISLATIVE AND OTHER MANDATES

The merSETA is a schedule 3a Public Entity, governed by the Public Finance Management Act No. 1 of
1999 (as amended). The entity’s mandate is derived from the Skills Development Act No. 97 of 1998 and

its subsequent amendments. Its responsibilities include the following:

i. Develop a Sector Skills Plan (SSP) within the framework of the National Skills Development Strategy
(NSDS).
ii. Establish and promote learnerships through:
o Identifying the need for a learnership
o Developing and registering learnerships
o Identifying workplaces for practical work experience
o Supporting the development of learning materials
o Improving the facilitation of learning, and
o Assisting in the conclusion and registration of learnership agreements.

iii. Collect and disburse the skills development levies in its sector; approve workplace skills plans and
allocate grants in the prescribed manner to employers, education and training providers and
workers.

iv. Fulfil the functions of an ETQA, as delegated by the QCTO.

v. Monitoring education and training in the sector.

1.1 Legislative Mandates

The legislative frameworks that informs the merSETA mandate are the following:
= The Constitution of the Republic of South Africa Act No. 108 of 1996
= Skills Development Act No. 97 of 1998 (as amended)
= Sector Education and Training Authorities (SETA) Grant Regulations regarding monies received by
the SETA and related matters (Grant Regulations) under Notice 35940 of 3 December 2012
= Public Finance Management Act No. 1 of 1999 as amended (PFMA)
=  Treasury Regulations issued in terms of the Public Finance Management Act (Treasury

Regulations) of 2005



= Service Level Agreement Regulations under regulation number No. R716 of 18 July 2005

= Skills Development Levies Act No. 9 of 1999

= Regulations regarding the establishment of Sector Education and Training Authorities under
Notice R106 of 4 February 2005 (SETA Establishment Regulations)

= Public Audit Act No. 25 of 2004

= Directive: Public Finance Management Act under GN647 of 27 May 2007

= Government Notice 920 of 6 October 2015: Re-establishment of Sector Education and Training
Authorities

= Approval of the Constitution for the Manufacturing, Engineering and Related Services Sector
Education and Training Authority (merSETA) as contemplated in Section 13 (1) of the Skills
Development Amendments Act No. 26 of 2011, and Standard Constitution of the Sector Education
and Training Authority (merSETA Constitution)

= Promotion of Access to Information Act No. 2 of 2000

= Promotion of Administrative Justice Act No. 3 of 2000

= Employment Equity Act No. 55 of 1998

= Labour Relations Act No. 66 of 1995

= Basic Conditions of Employment Act No. 75 of 1997

= QOccupational Health and Safety Act No. 85 of 1993 and

= Applicable tax laws

1.2 Policy Mandates

The policy environment which informs the merSETA mandate is the following:

= National Skills Development Strategy (NSDS 1)

= White Paper for Post-School Education and Training (2012)
=  Human Resource Development Strategy for South Africa

= New Growth Path

= National Development Plan

= Industrial Policy Action Plan

=  Medium-Term Strategic Framework
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1.3 Relevant Court Rulings
None
1.4 Planned Policy Initiatives

A major concern for industry is that in the context of the existing economic climate, the employment
creation capacity of the sector may be over estimated. The steady year-on-year decline in manufacturing
output as a percentage of Gross Domestic Product (GDP) is indicative of de-industrialisation, with

growth in the sector being outpaced by that of secondary sectors.

National strategies play a significant role in driving imperatives that are central for the growth and
development of South Africa's civil and business sectors. Collectively, their aim is to encourage
employment-intensive growth (Bhorat, H., & Rooney, 2017. State of Manufacturing in South Africa;
Williams, Cunningham, & De Beer, 2014. Advanced Manufacturing and Jobs in South Africa: An
Examination of Perceptions and Trends ). They all have at their core key levers to ensure continued
economic growth, job creation, sustained livelihoods, social justice and access to decent living conditions
through human and community development. These plans draw a focus to the following key issues to

which the merSETA needs to respond through various interventions:

Beneficiation: High value added manufacturing (final manufactured products) has been identified as an
important mechanism to further diversify the South African economy, thereby creating jobs.. Currently,
SA lacks the necessary capacity to make this a reality. However, through research and development
(R&D) initiatives, SETAs may gain insight into what skills are needed in various local beneficiation sectors,

enabling them to devise strategies on how to address the skills gaps.

Advanced Manufacturing (AM): The sector needs to be supported to develop advanced manufacturing
capabilities, through a future-oriented focus on skills development. Advanced manufacturing, including
the production of advanced materials and the use of advanced manufacturing techniques, could create
new employment opportunities through the creation of new industries and markets, with deliberate

growth strategies to enable scale and sustainability

The Strategic Integrated Projects (SIPS): These are key to national growth. The strategic aim of the
merSETA in responding to Strategic Integrated Projects (SIPs), Industrial Development Zones (IDZs), and

Special Economic Zones (SEZs), is to leverage the potential for growth and localisation that they offer the
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merSETA industry component manufacturers and downstream suppliers, and in turn, to grow

employment in these sectors. This requires an adequate supply of skills to the sector.

Maritime Economy: This focuses on growing the ocean economy, including providing opportunities for
marine manufacturing and engineering activitiessuch as boatbuilding, shipbuilding, rig repair and
refurbishment. The expected strategic outcome is a boost to local manufacturing capacity through a 10

percent increase in the use of local components for boat and ship building.

Small and Medium Enterprises (SMEs), Cooperatives and Informal Sector Support: Support for these
types of enterprises in the rural areas and as part of urban renewal interventions, is viewed as an
opportunity for the growth of sustainable livelihoods through skills development. This is particularly true
in the Motor sector, as well as in the Metal and Plastics sectors. The merSETA approach to SME support
and development includes recognising co-operatives as a form of business ownership that could

contribute to bridging the formal and informal economies throughout the value chain.

The Green Economy: This has been identified as a significant growth area, as a result of rapid expansion
of the green manufacturing industry, e.g. photovoltaic and windfarms. Although prospects for large scale
employment creation in these areas remain uncertain, in the long term there willbe an increasing need
for maintenance technicians in this sector .The new business opportunities (and job opportunities)
associated with a low carbon economy, and new forms of environmental management, have led the
manufacturing industry to take a more proactive role in the development of cleaner manufacturing

processes.

Circular Economy: This economic model is one that aims to minimise resource input and waste
generation. It asserts that the value of the resources used in products is retained by returning them into
the product cycle at the end of their use. The circular economy can be seen as one in which both the green
and blue economy are interlinked , and has significance for the mer-sector industries, in light of structural
changes taking place as a result of new manufacturing methods embracing ever more complex
technologies. These technologies promote integration of clean energy and green manufacturing
techniques. Leveraging the opportunities presented by the circular economy can create a pool of skilled

people locally, and increase employment opportunities for communities, women and the youth.
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Industry 4.0 and its impact on manufacturing: Technological advancements are continuously
transforming the labour market across all industries. With the constantly changing work environment,
jobs have become seasonal and do not last forever (work is short term and contract based); new
occupations are emerging with new skill requirements. In order for the merSETA to develop the skills
needed to successfully leverage the technological advances of tomorrow, the quality of Science,
Technology, Engineering and Mathematics (STEM) education at the secondary level and through technical
and vocational and higher education needs to be increased to develop a workforce capable of competing

in technology-driven economies.

Industrial Policy Action Plan (IPAP): With the manufacturing sector’s contribution to GDP having fallen
from around 20% in 1994 to 14% in 2017, South Africa is de-industrialising (Viviers, 2016). In order to
reverse the country’s de-industrialisation trend, the merSETA will be required to advocate for the
promotion of local content through implementation of localisation procurement requirements by both
government and the private sector. The manufacturing sector is central in these processes as it has the
ability to pull along growth through backward and forward linkages to the rest of the economy (Viviers,
2016). Re-industrialisation led by manufacturing could increase export prospects through localisation,
enable the creation of employment opportunities, reduce inequalities and eliminate poverty in order for

the country’s economy to develop further.

Other areas of concern that were identified relate to the need for enhancement of competitiveness in the
manufacturing sector. Besides support for productivity focussed initiatives,these include industry
leadership programmes and initiatives to boost efficiencies, and effect cost savings for industry
sustainability under adverse economic conditions, while retaining commitment and awareness of issues

relating to technology and innovation.

In order to attract the right calibre of candidates to studies linked to the manufacturing and engineering
sector, through career guidance and development, there is a universal need to sustain the learner pipeline

through Science, Technology, Engineering and Mathematics (STEM) programmes and other programmes.

The sector recognises that there is a need to increase the efficiency of its spending on training. Improving
the efficiency and economy of skills development efforts in the sector will make it easier to raise funding
from other sources, as well as improve the impact of its skills development support in the sector. Key

initiatives to address these concerns will include broader roll-out of applied apprenticeship research
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linked to quality, cost, productivity, and learner impact studies. The development of an integrated

monitoring and evaluation system at all structural levels is envisaged.

In summary, the key strategic issues facing the merSETA and its sectors relate to:

Addressing strategic skills development challenges to drive employment and economic growth.
Supporting opportunities for innovation in products, services, operations and business
approaches.

Balancing competing short-term and longer-term skills development needs for the sector, as well
as stakeholder and shareholder needs and interests.

Enhancing merSETA capacity to respond to the skills development needs at the sector, sub-sector,
regional and national levels.

Supporting structural transformation of the national economy (ownership, composition,
management and control).

Promoting inclusive growth (economic growth that is distributed fairly across society and creates
opportunities for all).

Supporting Community Development to address poverty and unemployment.

Making opportunities available to People with Disabilities (PWD).

Supporting the Green and Blue Economies for sustainability.

Supporting the informal, small and medium business, and forms of non-traditional income
generation models such as cooperatives.

Supporting rural development for meaningful participation in the economy.

Promoting Youth Development through creating opportunities for sustainable employment and

entrepreneurship.

Overall, the merSETA mandate must facilitate skills development to meet the needs of the sector under

the conditions as described above, and its actions must reflect the development of skills for the circular

economy, automated workplaces and advanced manufacturing. This requires innovation not only with

respect to adapting of workers and their skills, but also of the mode of delivery for up skilling, re-skilling

and provision of on the job training. As such delivery of education and training should also offer a mix of

methods accessible to new entrants in the labour market ,as well as the current labour force. Futuristic

curricula must be developed in time to meet the demands of the future. With this in mind, there is an
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emphasis on science, engineering and technology, increasing digital fluency and using technology to solve

complex problems, as well as offering career advice and support in aid of lifelong learning.

2 SITUATIONAL ANALYSIS

The mer-sector situational analysis is informed by the triangulation of the primary and desk top research,
consultation with different government and business/labour constituencies the details of which are

contained in the Sector Skills Plan (SSP).

2.1 Performance Environment

The Manufacturing, Engineering and Related Services Sector Education and Training Authority (merSETA)
was established in 2000 in terms of the Skills Development Act No. 97 of 1998. It is one of 21 sector
education and training authorities (SETAs) that was re-certified on 1 April 2011, by the Minister of Higher
Education and Training (MHET), for a period of 5 years ending 31 March 2016. The merSETA licence has
been extended for a further four years until 31 March 2020. The merSETA is looking beyond the expiry of
its licence in March 2020 and is strategically positioning itself for the post-2020 SETA landscape. The
merSETA scope of industrial coverage for skills development broadly includes the five chambers: metal
and engineering, auto manufacturing, motor retail and component manufacturing, tyre manufacturing

and plastics industries.

Using the PESTEL framework, an analysis has been done regarding how the global and local political,
economic, social, technological, environmental and legal conditions have played a significant role in

shaping the manufacturing, engineering and related services sector in SA.

POLITICAL: Political uncertainty in the past few years contributed to slow economic growth and other
socio-economic challenges. A significantly improved political environment after the election of President
Cyril Ramaphosa as the country’s President in December 2017 is projected to have a positive impact on
consumer, business and investor confidence. As we draw closer to the 2019 general elections, political
uncertainty still has an impact on policy certainty. These conditions amidst political tensions quickly
eroded the gains that saw the economy growing by 3.1 % in the last quarter of 2017. During this period,
the proportion of manufacturers who indicated that politics is a constraint on doing business in South

Africa increased from 76%to 87% (Grocotts, 2017). Thus, business had to adopt strategies to
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accommodate the changing economic situation through learning to adapt to such policy environment

‘shocks’ (Grocotts, 2017).

Trust in public institutions and political leadership has also been eroded by allegations of corruption, state
capture and bad governance involving some state entities and senior political leadership. South Africa’s
credit rating was downgraded by three rating agencies in 2017, and this was partly due to some of these

political risks that threatened economic stability.

ECONOMIC: South Africa has experienced a period of protracted economic weakness, mainly as a result
of domestic constraints. This is reflected in low levels of private investment, growing unemployment, and
declining real per capita income in recent years (National Treasury, 2018). In the last quarter of 2017, the
economy grew by 3.1%, however this temporary gain was reversed in the first quarter of 2018, which saw
the GDP contract by 2.2%, with manufacturing being amongst the largest contributors to the decline.

The continued decline of the manufacturing sector is a threat to government’s efforts to revitalise the
manufacturing sector. The Value Added Tax (VAT) increase from 14% to 15%, effective 1 April 2018, rising

fuel prices and consumer inflation have resulted in a negative economic outlook.

More than two decades after democracy, South Africa’s economy remains largely untransformed.
Transforming the structure of the economy in terms of control, management and ownership is a key
feature of national policy imperatives such as the Industrial Policy Action Plan (IPAP). In this regard the
South African government has put in place various strategies and programmes such as the black
industrialist incentive, localisation and beneficiation as measures for promoting re-industrialisation and

job creation.

Opportunities also exist in diversifying the economy, particularly the manufacturing sector by unlocking
the circular, blue and green economy in support of a sustainable development agenda and an economy
that is more resource efficient. Opportunities for creating jobs exist in the manufacturing sector through
recycling and waste beneficiation among other things. The informal sector, cooperatives and the small
business sector are also expected to take advantage of the opportunities created by the circular and green

economy, such as job creation and promotion of community development. .

SOCIAL: South Africa remains one of the most unequal societies in the world, despite efforts by

government to close the inequality gap since the dawn of democracy. This has been worsened by rising
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unemployment which is currently at 26, 7% (Statistics South Africa, 2018). The manufacturing sector which
is one of the largest employers continues to decline and shed jobs.

The majority of the jobs lost are semi-skilled and unskilled jobs. According to Statistics South Africa, job
loses coupled with the economy's inability to absorb new entrants into the labour market has also

increased youth unemployment to 38, 2%.

Education and training remains a priority for government in its fight against the triple challenges of
poverty, unemployment and inequality. The decision by government to implement free University
education after a wave of protests in the past three years is expected to benefit learners from
disadvantaged backgrounds. However, the sustainability of free education remains uncertain, especially
in the prevailing economic conditions. This calls for the need for government, private sector, Higher

Education Institutions (HEIs) and other social partners to devise a more sustainable solution.

TECHNOLOGICAL: Technology is set to continue disrupting every sector in the economy. The
manufacturing sector is already feeling the impact of the technology driven 4" industrial revolution (4IR)
that has not only resulted in changes in business models but also manufacturing processes and the
structure of the labour market. Fears of job losses as a result of the rapid adoption of technologies such
as Robotics, 3D printing and Artificial Intelligence in production processes cannot be ignored. New job
opportunities have however been created in new fields such as innovation management, new product
development, big data analytics, Artificial Intelligence (Al) and Robotics. This however requires a new

breed of a worker, one that is highly skilled and technology savvy.

The risk in the technology driven 4™ industrial revolution is not the “robots” replacing workers, but the
inability of businesses, the Post- School Education and Training system (PSET), workers, government and
other social partners to respond with appropriate strategies to leverage the benefits and address the
challenges. By embracing the 4" industrial revolution, developing countries are projected to leapfrog and
compete with advanced manufacturing economies. Developing countries that have embraced the 4%

industrial revolution like China in Asia are already reaping the benefits.

The Post- School Education and Training system has a pivotal role to play in preparing the country for the
technology driven revolution. This also calls for the need for collaboration between the Post School

Education and Training System, Basic Education, government departments driving economic growth and
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development strategies, private sector and other social partners in preparing the next generation of

workers for the South African economy.

ENVIRONMENTAL: Environmental sustainability has become a topical issue as part of the global economic
development agenda. Sustainability is about promoting the responsible use of resources without
depleting resources and compromising future generations. The manufacturing sector is one of the major

contributors to environmental waste, the depletion of natural resources and climate change.

The “Green Economy” and “Circular economy” has been identified as a sustainable development
imperative with the potential for job creation, new business opportunities and manufacturing
opportunities. Some of the merSETA industries are already supporting a low carbon economy through
innovative forms of environmental management and proactive clean manufacturing processes. Waste
beneficiation, recycling, cleaner production, energy efficiency and resource efficiency are some of the
strategies that have been adopted by the manufacturing sector. These strategies are supported by
government programmes such as the resource efficiency and cleaner production (RECP) programme run
by the National Cleaner Production Centre of SA (NCPC-SA) supported by the Department of Trade and

Industry.

LEGAL: The South African government has used the legal and policy framework to address the triple
challenges of poverty, unemployment and inequality. Moreover, entrenched within South Africa's
maturing democracy is the promotion of values espoused in the NDP's Vision 2030, namely- social
cohesion, social justice, just transition and active citizenry, that underpin the transformation agenda as a
whole, and have become deeply infused in skills development. Transformative intent and participation in
various forums to ensure fair and equitable implementation processes remains essential. One such forum
is the HRD Council Technical Task Team (now The Artisan Development Monitoring and Evaluation Team)
that focuses on systemic blockages in artisanal development, where certain sections of the Labour
Relations Act No. 66 of 1995 have been identified as inhibiting access to workplaces and work-integrated
learning. Total involvement in the legislative discussions of this nature remains critical.

The current mandate of SETAs is set to end in 31 March 2020, after the extension of the National Skills
Development Strategy lll. The sector also operates within a framework of social and economic legislative

framework that impact the sector. Significant legislation worth mentioning includes:
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The Broad-Based Black Economic Empowerment (BBBEE) Act No. 53 of 2003 that is aimed at
advancing economic transformation and enhancing the economic participation of black people in
the South African economy. Programmes such as the Black Industrialist incentive are a support
mechanism for the implementation of the BBBEE Act, which promote structural transformation of
the economy through increasing the number of black manufacturers.

Skills development is an important component in the transformation agenda as reflected in the
BBBEE Act No. 53 of 2003, and this can be used as a lever for increased skills development in the
mer-sector.

The Employment Equity (EEA) Act No. 55 of 1998 that is aimed at transforming the race, gender and
people with disability makeup of the labour market, particularly within the technical, professional
and managerial occupations. Skills development is the main contributor to such transformation.
The profile of the manufacturing sector remains untransformed and more needs to be done to

achieve the transformation targets (ref. merSETA Sector Skills Plan Update August 2018).

2.2 Organisational Environment

The merSETA organisational environment is analysed in terms of the 7S Framework Model. The 7S

Framework divides the seven organisational elements of successful organisations into two categories:

“hard” (easy to identify) and “soft” (intangible) elements. These are illustrated below:

Figure 1: The merSETA organisational environment
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STRATEGY: The merSETA strategy comprises of four linked components — the Sector Skills Plan (SSP), the
5 year Strategic Plan (SP), the Annual Performance Plan (APP) and the Service Level Agreement (SLA).

The SSP is research based and provides an overview of critical economic, labour market and social drivers,
signals and indicators within the merSETA manufacturing, economic and government policy environment
that impact on skills demand and supply, particularly pertaining to skills gaps and skills shortages. The SSP
is developed by the merSETA and its three main social partners: employers, labour and government, in
order to provide strategic direction for skills development priority actions. Furthermore, the SSP is also an
instrument that can provide direction to education and training institutions, skills development providers
and other interested parties with regard to developing relevant education, training and skills development
responses for the merSETA manufacturing and engineering environment. The 5 year Strategic Plan is the
instrument that the merSETA uses to identify 5 year achievable and realistic targets aligned to its legislated
mandate and SSP. These targets are translated into5 year strategic outcomes oriented goals, budget
programme structure aligned to the SETA main areas of service delivery responsibility, and strategic
objectives that clearly state what the merSETA intends to do or produce to achieve its strategic outcomes

oriented goals.

The APP states what the merSETA intends doing in the upcoming financial year and provides a three year
Medium Term Expenditure Framework (MTEF) horizon for implementing its Strategic Plan. It sets out
performance indicators and targets towards achieving its strategic goals and objectives for its budget
programmes. The APP is the basis upon which the SETA, annually, reports to Parliament through the
Minister of Higher Education and Training (MHET). The SLA, based on the approved Strategic Plan and
APP, is the signed agreement (contract) between the Minister and the merSETA (AA) that sets out the
SETA’s specific annual obligations and responsibilities, and is the instrument that the Minister and the
Department of Higher Education and Training (DHET) utilise to monitor the activities of the merSETA, and
the outputs and outcomes thereof. The annual operational plan of the merSETA for all its operational core
functions (see Figure 2 below) is determined mainly on the basis of the obligations and responsibilities of

the SLA and the APP, with a line of sight to the 5 year Strategic Plan outcomes and SSP priorities.

STRUCTURE: The merSETA is a schedule 3a Public Entity that reports to the MHET as the relevant

Executive Authority in terms of the PFMA. The membership of the Accounting Authority (AA) comprises

15 members including a Chairperson who is independently nominated, and 14 members nominated by
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and representing stakeholder groups as stipulated in Section 11 of the Skills Development Act (SDA). All
members of the AA, inclusive of the Chairperson, are appointed by the Minister of Higher Education and
Training, following a public nomination process. The Chairperson is a non executive, non voting
independent member of the AA, and does not represent the stakeholder groups contemplated in Section

11 of the SDA.

The AA is responsible for best practice governance in accordance with King IV principles, the PFMA and
the merSETA Constitution, and must ensure that merSETA achieves its mandate as stipulated in the Skills
Development Act, by reviewing its strategy, and monitoring performance and compliance to all laws of
the Republic of South Africa. The Chief Executive Officer (CEO) is the designated Accounting Officer of the
organisation as delegated by the AA. The CEO is responsible for the execution and operationalisation of
the merSETA mandate and strategy, supported by an organisational structure delineating core operational
functions (see Figure 2 below). The core operational functions are managed by an executive management
team, each executive manager appointed to manage a core operational function. The Office of the Chief
Executive Officer includes the unit for the Company Secretary and Compliance Officer. The diagram below

(Figure 2) is the high level depiction of the governance and core divisional structure of the merSETA.

Figure 2: Governance and core functions structure of the merSETA

The following AA committees, through terms of reference are charged with overseeing the governance
and strategy of the SETA: Executive Committee; Audit and Risk Committee; Human Resources and
Remuneration Committee; Finance and Grants Committee; Governance and Strategy Committee; the five
Chamber Committees -Automobile Manufacturing, Metal and Engineering, Retail Motor and Components

Manufacturing, New Tyre Manufacturing and Plastics Manufacturing. There are other strategic advisory
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committees namely, Education Training and Quality Assurance (ETQA) Committee and Regional
Committees. The current governance and divisional structure has evolved over many years.

Although thus far the governance and divisional structure has responded effectively and efficiently to the
SETA’s needs, emerging strategic priorities point to the need to review both governance structures and

the organisational structure to determine whether these are still appropriate and relevant.

STAFF: The merSETA staff component totals 227 against a staff establishment of 229 with contracts
expiring on 31° March 2020.The current staff complement has adequate skills required for implementing
the strategy thus far, and there are operational systems to support strategy implementation. Given the
emerging strategic priorities identified by the AA (see section 2.3.2), there is a need to review the
adequacy of skills and operational systems. Currently, 85% of all positions are filled. For this period a total

number of 38 interns are on an internship programme within the organisation in different units.

Table 1: The merSETA staff component as of 30 June 2018

. Male Female Foreign Nationals
Occupational levels A < : - A C | w M F Totals

Top management 0 1 0 0 0 0 0 0 0 0 1
Senior management 0 1 0 0 2 0 0 1 0 0 4
Professionally qualified 12 4 1 3 7 4 1 5 2 0 39
Skilled and qualified 31 12 3 9 28 4 1 2 1 0 91
Semi-skilled 27 1 0 1 40 7 0 5 0 0 81
Unskilled 1 0 0 0 9 1 0 0 0 0 11
Total permanent 71 19 4 13 86 16 2 13 3 (] 227
Temporary employees 12 0 0 0 26 1 0 0 0 0 38
Grand total 83 19 |4 13 112 | 16 2 13 3 (] 265

The merSETA vacancy rate falls within the normal range which is 5.24%. The staff turnover rate fluctuates
below 5% which is currently at 4.4%. An average staff tenure of >3 years and a staff satisfaction rate of
>72% is indicative of employee stability and good practice in Human Resource Management (HRM). In
order to ensure a relevant delivery mechanism that is sustainable and aligned to the emerging strategic
and operational objectives, the merSETA organisational structure changed to a limited extent in an
attempt to capacitate some units within the organisation, Notwithstanding the previous efforts to change

the organisational structure, the entire workforce plan is still in need of a review.
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STYLE (Governance and Leadership): The Accounting Authority leadership style is consultative, providing
opportunities for stakeholder input and endorsement through various committees and stakeholder
forums. The Management Committee (MANCO) chaired by the Chief Executive Officer (CEO), and
comprising of the Chief Operations Officer (COO), Chief Financial Officer (CFO), Corporate Services
Executive and Strategy and Research Executive, serves as a link between internal core operational

functions and the AA and its Committees.

SYSTEMS: The following systems ensure the effective functioning of the merSETA:

e Governance and Management - The Accounting Authority (AA) is the oversight body for ensuring best
practice corporate governance and is responsible for setting strategy for the organisation. In the main,
it works within the framework of the Public Finance Management Act and relevant regulations, King
IV Principles and the Skills Development Act. Roles and responsibilities are delegated to various AA
committees and the CEO and his or her management. However, in terms of the Skills Development Act
and the PFMA, the Accounting Authority has final accountability for all merSETA affairs. The merSETA
governance and management framework includes the merSETA Constitution, Code of Ethics, AA
committees’ terms of reference, the Delegation of Authority Framework and strategic and operational

policies.

e Strategy and Performance Management - The merSETA strategy and performance management
system is guided by the PFMA as well as the National Treasury Framework of policies and guidelines
for planning and performance management. Planning and target setting is conducted annually based
on research, evidence based decision making and annual reports. Performance monitoring and
reporting to the DHET takes place on a quarterly basis. In addition, performance monitoring and
reporting takes place through internal and external audits, budget reviews done bi-annually, as well as
regular management meetings and AA (inclusive of its committees) meetings. Process, systems and
impact evaluations of the delivery of the merSETA skills development programmes and projects are
implemented to continuously inform the merSETA of challenges, successes and impact of skills

development delivery for the merSETA sector.

e Programmes and Projects Implementation - The programmes and projects implementation system

allows for the facilitation and management of skills development initiatives and commitments funded

through mandatory and discretionary grants. The system enables the awarding and management of
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mandatory grants as stipulated by the Grant Regulations. It also enables the strategic disbursement
(awarding) and management of discretionary grants for programmes and projects through various
forms of agreements, including national and international partnerships. These programme and project
agreements are the primary vehicle for implementing skills development initiatives and commitments
aligned to the merSETA strategic priorities for industry and national growth and development

imperatives, and as guided by the National Skills Development Strategy.

Quality Assurance - The quality assurance system is a critical component of programmes and projects
implementation. It supports the development, delivery, assessment and certification of qualifications
and learning programmes, as delegated by the Quality Council for Trades and Occupations (QCTO), in
accordance with its quality assurance policies as well as those of the National Qualifications Framework

(NQF).

Financial Management - The financial management system is informed by the PFMA legislation and
Treasury Regulations and ensures compliance for implementation of the skills development levy grant
legislation and regulations. Financial management includes compliant administration of the levy
administration costs and disbursement of mandatory and discretionary grants, strategic and
operational budget planning, monitoring and reporting, management of internal and external audits,
and management of procurement and supply chain. There is regular reporting to management, the
Accounting Authority and its committees, Treasury and DHET. The merSETA exercises strong fiduciary
responsibility, which is evident in the unqualified audit reports received from the Auditor-General of

South Africa (AGSA) year-on-year.

Human Resource Management - The Human Resource Management (HRM) system supports the
implementation of best practice fair and transparent human resource management with respect to
recruitment, selection, talent retention and management, staff performance, staff discipline, staff
development, and staff wellness. The merSETA continuously ensures adherence of its HRM to the
Republic’s Labour laws, especially the Employment Equity Act No. 55 of 1998, Labour Relations Act No.
66 of 1995 and Basic Conditions of Employment Act No. 75 of 1997.

Marketing and Communication - The merSETA is responsible for effective and regular communication

to all stakeholders inside and outside its designated sector coverage. Communication takes place
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through multiple channels, including print media; social media; face-to-face engagement such as
regular workshops, colloquia, seminars and conferences. In addition, stakeholder representatives
meet regularly through various committees, as mentioned above. The merSETA continues to enhance
communication to stakeholders through its regional offices in Mpumalanga/Limpopo, Eastern Cape,
Free State/Northern Cape, Gauteng North/North West, Gauteng South, KwaZulu-Natal, Western Cape
and the Head Office (in Johannesburg). The regional offices service member companies and other

implementing stakeholders.

Enterprise Content Management -The notion of enterprise content governance and management has
grown out of the need for the SETA to establish a single organisation wide coherent approach and best
practice governance and management of its data, records, and knowledge assets. The approach and
practice to be developed will apply to the governance structures as well as the units of the four
functional divisions depicted above in the functional organisational structure. The aim is to enable
access, sharing, integration, preservation and dissemination of merSETA data, records, and knowledge
assets. This exercise will turn merSETA into an innovative, learning and knowledge-based organisation,
and ensure the retention of institutional memory as the SETA landscape transitions. Compliance to the
legal framework for access to and security of information, and for intellectual property will be of

necessity. The ICT infrastructure and systems support will be reviewed and aligned accordingly.

Information Technology -Information and Communication Technology (ICT) is a critical pillar of the
merSETA. It is a key enabler of organisational processes supporting organisational performance. The
ICT infrastructure, policies, procedures, business processes, systems and structures are in place to
support customer service, finance, HR, marketing and communication, skills planning and
implementation. The merSETA has identified the need to review ICT support and management in order
to enhance its business efficiency and effectiveness, through best practice automation and electronic

business processes.

Quality Management - The merSETA is International Organisation for Standardization (ISO)
9001:2015 certified and the Quality Management System (QMS) has been successfully implemented.
It became effective in August 2009 to date. The merSETA certification was renewed for the third cycle,

effective from August 2018 to August 2021.The procedures and processes for the 2018/2019 financial
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year are currently under review, in order to ensure full alignment of the organisation wide QMS to

the ISO 9001:2015 revised standard.

2.3 Description of the strategic planning process

2.3.1 Legislative Process

The SETA follows the National Treasury Framework of legislation, regulation and guidelines for planning,
budgeting, monitoring, reporting and evaluation. Based on its research and sector skills planning activities,
and following the AA Annual Strategic Planning Session, the SETA planning results in the following:

i Five-year Strategic Plan

ii.  Annual Performance Plan (APP) and MTEF targets

iii.  Service Level Agreement with the Minister

iv. Operational plans of divisions and their business units

V. Individual performance agreements for management and staff.
All planning in the merSETA, from SSP to performance agreements, is underpinned by the principles of
consultation, stakeholder input and consensus, albeit in different ways to suit the specific requirements
and resultant content for each aspect. The merSETA planning process is also underpinned by the results
based management approach of the National Treasury Framework for planning, budgeting and
performance management.
The review and reprioritisation of plans was facilitated using the most up to date policy mandates and

emerging industry developments and needs summarised and captured in the SSP.

2.3.2 The merSETA Accounting Authority strategic planning outcomes July 2018

On 25 and 26 July 2018, a strategic planning session was held by the Accounting Authority to review the
SSP, the five-year rolling strategy and provide direction for priority skills development achievements and
targets for the 2019/20 MTEF period. The outcomes of the AA strategic planning session held on 25 and
26 July 2018 reflect national outcomes and industry needs, (employer and employee) that should be
addressed through programmes and projects intended to improve service delivery. and enhance skills
capability of the merSETA labour market so that merSETA contributes to the development, expansion and
diversification of the merSETA manufacturing industries through its mandate. Ultimately, the SETA

intends to contribute to employment growth, economic sustainability and poverty alleviation through its
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skills development mandate. Guided by the government priorities and the research conducted as

reported.

In the SSP, the following were the key outcomes of the strategic planning session:

Supporting structural transformation (ownership, control and management) through promoting
entrepreneurship, SMMEs, localisation and uplifting the role of the manufacturing sector in inclusive
growth. The merSETA has a pivotal role to play in supporting key priority sectors (automotive, plastics,
metals etc.) and national imperatives such as the black industrialists scheme identified in the IPAP and
other national strategies. The merSETA role is to be proactive and ensure that skills development is an
integral component of the planning and implementation of government initiatives aimed at structural
transformation of the manufacturing economy. To this end the merSETA must approach the relevant
government departments and agencies to establish a collaboratively developed skills framework, to

support growth and development strategies for mer-sector manufacturing.

Developing Skills 4.0 / Future Skills is also critical for supporting the responsiveness of the sector to
Industry 4.0 and re-industrialisation efforts of government. Industry 4.0 calls for the need to train
highly skilled workers that are technology savvy, as well as other soft skills identified to enable flexible
career development for the changes resulting from Industry 4.0, and advanced manufacturing broadly.
Re-skilling and up-skilling of workers is therefore a priority for the sector, given the high number of
semi-skilled and unskilled workers in the current labour force as well as redirecting the education and

training of new entrants to meet the occupation skills requirements of Industry 4.0.

The imperative for the merSETA to influence curriculum change and innovation now for the education
and training system (both institutional and workplace based learning) for the business of Industry 4.0
and advanced manufacturing, should be actioned with the merSETA being the intermediary that
ensures collaboration of social partners, especially that of business, labour and government and the
education and academic institutions. Where appropriate, given developments across the globe in both
developed and developing economies, the merSETA should acquire and adapt approaches,

methodologies, skills and knowledge already implemented.

Promoting innovation in responding to socio-economic, technological and other developments such

as Industry 4.0, structural transformation agenda of the state, the circular and green economy is also
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critical. The merSETA has a role to play in supporting skills and knowledge development for local
innovation capability through tapping into local and international thought leadership forums,
leveraging research produced and models developed in order to build innovation research and

development capability in the sector.

Conceptualising partnerships that support innovation, structural transformation, skills 4.0 (skills for
the 4™ Industrial Revolution) and the circular and green economy is also important. The merSETA needs
to conceptualise and facilitate its partnerships as skills development ecosystems that form strategic
collaborations involving the participation of other SETAs, government departments and its agencies,
Department of Trade and Industry (DTI), Department of Science and Technology (DST), Department of
Basic Education (DBE), local and provincial governments, industry (SMEs, large firms, cooperatives, and
PSET education and training institutions, in order to address the skills priorities for structural
transformation, skills 4.0/future skills and innovation. Such an approach will enable integration of
planning and implementation and bring to bear the different but necessary capacities of different role
players to a coherent skills development vision for the development, expansion and diversification of

the merSETA manufacturing industries.

In strengthening governance and resourcing the merSETA needs to build internal capacity, robust
systems, processes, procedures and other mechanisms in order to promote operational efficiency,
better planning and evidence based decision making. Stakeholder communication and engagement is
also critical in better understanding the merSETA stakeholders, the sector, increasing the merSETA’s

reach and impact, and showcasing success stories.

The grant system and funding model must be reviewed to be robust and responsive to supporting skills
development for structural transformation, skills 4.0 and innovation. Roles and responsibilities of
governance structures and operations that enable both clear delineation and complementarities
should be established. A review of governance structures and business operations structure is needed
to implement the skills development strategic imperatives that will support structural transformation,
skills 4.0 and innovation. The merSETA has to build a robust system for building capability to govern
and manage its data, records and knowledge assets in order to strengthen its decision making

processes and the implementation of best practice solutions for skills development.
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3 STRATEGIC OUTCOME ORIENTATED GOALS OF THE SETA: 2015/16 —

2019/20

Table 2: Strategic outcome orientated goals

Strategic Outcome Oriented Goal 1

Increased governance and functional efficacy of the merSETA.

Goal Statement

The goal is to ensure that the merSETA establishes transparent and best
practice governance, leadership and management in accordance with King
IV, the PFMA, the merSETA Constitution and policies. Further that it has in
place adequate resources (human, financial, infrastructure, systems,
knowledge) to optimally deliver services to its constituency in the
fulfilment of its statutory mandate.

Strategic Outcome Oriented Goal 2

Improved responsiveness of research to the transformative and
transitional needs of the sector.

Goal Statement

The goal is to ensure the establishment of research approach and practice
that strengthens evidenced based decision-making for skills development
in the merSETA sector. The research must result in identifying those
economic, social and labour market drivers, signals and indicators that are
critical to informing skills development priorities to be implemented. The
skills development priorities must be those that contribute to individual
career growth, sector economic growth and improved livelihoods.

Strategic Outcome Oriented Goal 3

A skilled and capable workforce for the merSETA manufacturing sector.

Goal Statement

The goal is to ensure that the merSETA learning programmes, projects and
incentives that are implemented lead to a skilled and capable workforce
that will contribute to the economic and employment growth of the
sector, improved livelihoods of beneficiaries of programmes and projects,
and transformation of the merSETA sector labour market with regard to
race, gender, disability, and development of economically marginalised in
rural and urban areas. The focus of the learning programmes, projects and
incentives must be in response to shortages and gaps in occupations and
of skills identified as being in demand. Current employees, new entrants
to the merSETA labour market and both emerging and established
entrepreneurs across all enterprise types and size would be the main
target beneficiaries.
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PART B: STRATEGIC OBJECTIVES AND BUDGET PROGRAMMES

4 PROGRAMME 1: ADMINISTRATION
4.1 Programme purpose

The purpose of this programme is to instil a single coherent best practice effective and efficient
governance, leadership and management activities for the AA, its committees, management and staff of
the merSETA. This programme relates to achieving best practice governance, leadership and management
in accordance with the Public Finance Management Act and Treasury Regulation, King IV Principles, Skills
Development Act mandate, the merSETA Constitution and Code of Ethics, AA committees’ terms of
reference, approved Delegation of Authority Framework, and strategic and operational policies. It is also
to achieve:

(i) management for planning, budgeting, and performance in accordance with National Treasury
Framework of legislation, regulations and guidelines

(ii) management of financial controls and grants disbursements in accordance with the PFMA, Treasury
Regulations and Grant Regulations

(iii) operational management systems for implementing incentives, programmes and projects in
accordance with internal and external audit requirements and standard operating procedures

(iv) management systems for human, ICT and facilities infrastructure resources

(v) management systems for governance and management of data, records and knowledge assets of the
SETA and

(vi) management systems for communication, marketing and information dissemination in accordance

with relevant legislation.

The overall intended results must support NSDS Il Goal 4.7—“Increasing public sector capacity for
improved service delivery and supporting and building of a developmental state."The evidence of
achievements for this programme should manifest in the governance structures functioning in accordance
with best practice governance processes, the office of the Chief Executive Officer, and the functional
operations of the Chief Financial Office, Chief Operations Office, Corporate Service and Strategy and
Research complementing the functioning of governance structure by ensuring best practice management

for the execution and operationalisation of the AA strategy.
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4.2 Programme 1: Administration - Strategic Objectives

Table 3: Programme 1 Strategic Objectives

Strategic Objective 1

Effective and efficient governance and leadership practice implemented.

Objective Statement

In order to achieve effective and efficient governance and leadership practice, the Accounting
Authority, its committees and management must be constantly guided by the Public Finance
Management Act (PFMA) and Treasury Regulation, King IV Principles, Skills Development Act
mandate, the merSETA Constitution and Code of Ethics, AA committees’ terms of reference,
Delegation of Authority Framework, and, strategic and operational policies. Achievement of
the Strategic Objective must be measured in terms of compliance to the legislation, policies
and guidelines listed here-in.

Baseline

AA and Committees assessment conducted 2018/19, Chamber Committees assessment
conducted 2018/2019.

Strategic Objective 2

Improved financial and corporate management.

Objective Statement

In order to achieve improved financial and corporate management, the merSETA management
must at all times be guided by the approved Delegation of Authority Framework, approved
policies, management systems of financial controls and grants disbursements in accordance
with the PFMA, Treasury Regulations and Grant Regulations; operational management
systems for implementing incentives, programmes and projects in accordance with internal
and external audit requirements and standard operating procedures; management systems
for human, ICT and facilities infrastructure resources; management of systems for
communication, marketing and information dissemination. Achievement of the Strategic
Objective must be measured in terms of compliance to legislation, policies and guidelines
listed here-in.

Baseline

Unqualified audit for the 2018/19 financial year.

Strategic Objective 3

Improved quality of organisational planning, budgeting, performance monitoring and
reporting.

Objective Statement

The achievement of this Strategic Objective requires that the AA, its committees and the
merSETA management be constantly guided by National Treasury Framework legislation,
regulation and guidelines for planning, budgeting and performance management as well as
the outcomes of sector skills planning and strategic discussions. Budget and grant allocation
should be guided by predetermined objectives set out in the SP and APP. The management of
performance information is dependent on setting SMART indicators and targets, managing the
completeness, consistency and accuracy of performance information input so that reporting
achievements is complete, consistent and accurate against approved plans and predetermined
objectives.

Baseline

Unqualified performance information management audit 2018/19.
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Strategic Objective 4

Enterprise Content Management (ECM) System for the efficient governance and
management of data, records and knowledge assets of the merSETA for all divisions of the
merSETA.

Objective Statement

The achievement of this Strategic Objective is to establish an integrated ECM system that must
comply with legislation, regulation and best practice business processes and models for
managing and securing the data, records and knowledge assets of the merSETA.

The ECM system is important for evidence based decision making, maintenance of institutional
memory and building a culture of continuous strategic and operational efficiency and
effectiveness.

Baseline

Disparate systems, business processes and models for governance and management of data,
records and knowledge assets; huge losses with respect to institutional memory.

4.3 Risk Management Programme 1: Administration

Table 4: Risk Management Programme 1

Risk

Risk Description Risk Mitigation

Non-compliance to best
governance practices.

This risk refers to failure by the
governance leadership and
management to implement
governance best practices in
terms of oversight, accountability
and management, across the
organisation.

Implementation, communication and monitoring of
the King IV Code on Corporate Governance.

Compilation and maintenance of a legislative
universe for the organisation, maintain and update
regulatory universe.

Proactive management of relationships with
stakeholders and improve communication channels.

Non-compliance to
corporate management
standards.

This refers to the failure of the
organisation to implement
approved policies and procedures
aligned to legislation and
organisational strategy.

Conduct assessment to identify key weaknesses
and associated risks.

Implementation of the delegation of authority with
clear segregation of duties at Executive level and
management level.

Quality of reports not in
compliance with laws,
regulations and audit
standards for reporting
on predetermined
objectives.

This refers to the quality of the
required evidence in terms of
reliability (validity, accuracy and
completeness) to support the
reported performance
information.

Conduct internal quality management systems
assessment against the developed procedures and
processes.

Capacity building and sharing of the set standards
with process owners.

Management review of controls in place for all the
data to be reported against the predetermined
objectives.

Continuous organisational wide validation by the
M&E unit.

Monitor the implementation of the corrective
measures.
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Poor adoption of the This refers to the failure by the Establishment of a cross functional team to develop
Enterprise Content organisation to institutionalise and implement the Enterprise Content Management
Management (ECM) the ECM system as a result of system.

system for best practice organisational culture, in Developing a change management plan.

records, data and particular management, to being | Conducting a continuous ECM Training across the
knowledge assets resistant and/ or overcautious to | organisation and across all levels from

governance and change. administrators to management.

management.

4.4 Resource Considerations Programme 1: Administration

Financial resource

Sufficient financial resources have been budgeted to ensure that good governance and innovative
leadership within the merSETA is not compromised. The merSETA levy income for 2016/17 amounted to
R1.33 billion. The number of employers contributing during the year increased slightly to 14 624, from 14
614 in 2017/18. Due to the downturn in the economy, levy income is not expected to increase much above
5% per annum over the next three years.

Mandatory grant disbursements amounted to R259 million in 2017/18, compared to R247 million in the
previous year. Mandatory grant expenditure is estimated at R258 million for 2018/19 year, and is
expected to remain close to that level up to 2020/21. Disbursements of discretionary grants and projects
increased by 13% over the previous year, growing from R699 million in 2016/17 to R791 million in
2017/18. The merSETA has been driving its discretionary project milestones consistently. The
discretionary project disbursements are expected to increase to R811 million in the 2018/19 financial
year, and then average R815 million per annum between 2018/19 and 2020/21.

Table 5: Income and Expenditure Forecast

Historical Current Budget Forecast
Programme 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
RO00's R0O00's RO00's RO00's R0O00's R0O00's R0O00's

Income

Levies 1306676 | 1308132 1391470 1485301 | 1534095 1626141 1723 709
Penalties and Interest 36 071 27 519 32742 40 635 34133 36 181 38352
Investment Income 102 117 175628 227 448 264 200 259904 33658 332477
Other Income 224 141 123 220 201 213 226
Government grant - - - - - - -
income

Total Income 1445088 | 1511420 1651783 1790356 | 1864333 1976 193 2094764
EXPENDITURE

Operational 121137 138 937 153191 183 062 192 857 204 428 216 694
Administration

QCTO 4762 7041 7 468 9489 9588 10 163 10773
Total Administration 125 899 145 978 160 659 192 551 202 445 214591 227 467
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Skills Planning 21 20679 34 355 72184 115 897 122 850 130 221
207
Learning Programmes & 882 843 974 486 348 034 1277150 | 1512672 1603434 1699 640
Projects
Quiality Assurance 2090 1125 11315 13 707 6 366 6747 7 152
Government grant - - - - - - -
expenditure
Total Expenditure 1032719 | 1146744 1146 883 1566095 | 1863371 | 1975173 2093 683
Net surplus/ (deficit) 412 369 364 676 504 900 22 261 962 1020 1081
Accumulated surplus 1729155 2141524 2 506 200 2506200 | 3011100 3236323 3237343
BOY
Accumulated surplus 2141524 | 2506200 3011100 3235361 | 3236323 | 3237343 3238424
EOY
Table 6: Reconciling Performance Targets with the Budget and MTEF Programme1l: Administration
X ) Current
Historical Forecast
Programme 1: Budget
Administration 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
R000's R0O00's R0O00's R000's R0O00's R0O00's R000's

Compensation 78 074 88 489 92 803 105 958 115215 122 128 129 455
Depreciation &
Amortisation (Capital

. 3444 2278 2239 4326 4200 4452 4719
Expenditure)
(CAPEX) related)
Goods & Services 45 050 59472 67997 92 354 108 181 114 672 121 552
Direct Project Admin
Costs i i i i i i i
Allocated Project Admin

. 11 215 140 416 840 890 944
Expenditure
% Project

O . 0,0% 0,1% 0,1% 0,2% 0,4% 0,4% 0,4%

Administration Cost
TOTAL 126 579 150 454 163 179 203 054 228 436 242 142 256 670

Human resources

The merSETA’s current staff complement is 227 employees against the staff establishment of 229, with
contracts expiring on 31° March 2020. Thirty-eight (38) interns and short fixed term contracts employed
for various periods in the units according to business, urgency, operational and project related needs are

also included. The staff turnover rate is at 4.4%.

Other inputs
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The merSETA will conduct an organisational review to determine the adequacy of the current
organisational functions, structure, systems and staff establishment for implementing its strategy. The
merSETA has made the decision to make further investment in ICT infrastructure that will provide the
necessary latest technology support for enterprise content management system to govern and manage
its data, records and knowledge assets.

5 PROGRAMME 2: SKILL PLANNING

5.1 Programme purpose

The purpose of this programme is to establish an effective mechanism for sector skills planning. The
functions of this programme encompass research, planning, monitoring and evaluation. It is intended to
research economic, labour market and social drivers, signals and indicators that impact on skills
development for the merSETA sector particularly pertaining to shortages and gaps related to occupations
and skills in demand. The programme is also about the implementation of applied research and innovation
projects. These are projects that are about testing and piloting innovations and new ideas with the
intention of taking such projects to scale if successful. The programme also supports the implementation
of different types of evaluation studies (drawing on research approaches and methodologies) in order to
assess processes, systems and impact of the merSETA skills development programmes and projects to
inform the merSETA of its successes and non-achievements, thus influencing ongoing decisions regarding
strategic skills development interventions. These different types of research based activities must be
assessed in terms of their value to decisions making capability. Some of the outputs of this programme
include: research projects conducted, the SSP, established research partnerships to increase the research

capability of the merSETA, research papers and publications.
5.2 Programme 2: Skills Planning - Strategic Objectives

Table 7: Programme 2 Strategic Objectives

Increased publication of research products that inform cutting edge solutions in

Strategic Objective 5
the sector.
To achieve an increase in the publication of research products that will be used by the
merSETA to make decisions on skills development programmes and projects, and
Objective Statement influence policy for the PSET system in particular and where appropriate, labour

market and industrial policy. Different types of research must be implemented —e.g.
primary research, desk top research, process and systems evaluations, and impact
evaluations, piloting/testing of innovations. The SSP related research should focus on
economic, labour market and social drivers, signals and indicators that impact on skills
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development for the merSETA sector, particularly pertaining to shortages and gaps

related to occupations and skills in demand. The evaluations should focus mainly on

the assessment of processes, systems and impact of the merSETA skills development

programmes and projects. The applied research and innovation type should focus

mainly on testing and piloting new solutions for skills development delivery. The

merSETA has a lot of data. From time to time research reports based on an analysis

of what the data is saying about the performance of the SETA in relation to strategy

goals and objectives should be produced.

Baseline

SSP, quarterly publications (e.g. Achieve Magazine), website knowledge repository,

research reports, research partnerships with HEIs and CSIR.

5.3 Risk Management Programme 2: Skills Planning

Table 8: Risk Management Programme 2

Risk

Risk Description

Risk Mitigation

Non implementation of
research and evaluation
recommendations to
yield cutting edge
solutions for the mer-
sector.

This refers to the failure to implement and
monitor the outputs from the research that
has been conducted by the merSETA (SSP,
primary research etc.) resulting in the
merSETA continuing to do the same things
that do not position the merSETA for the
future.

Research recommendations
reported in the SSP and primary
research, conceptualised as themes
for MANCO and the Accounting
Authority for decision making and
determination of points for
merSETA policy influence.

Research recommendations
formulated as strategic outcomes by
the AA and built into the strategic
plan.

AA strategic outcomes
implementation to be monitored
and reported as part of the AA
status report.

5.4 Resource Considerations Programme 2: Skills Planning

Financial resource

Research and planning are also core activities of the SETA, and there is growing recognition for the

budgeting process to take this into account so that these core functions receive appropriate levels of

funding.

Table 9: Reconciling Performance Targets with the Budget and MTEF Programme2: Skills Planning
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X ) Current
. Historical Forecast
Programme2: Skills Budget
Planning 2015/16 | 2016/17 2017/18 | 2018/19 2019/20 2020/21 2021/22
R0O00's R000's R0O00's R000's R000's R0O00's R0O00's

Compensation 3746 3740 5905 7 447 7786 8253 8748
Depreciation & Amortisation
(Capital Expenditure) - - - - - - -
(CAPEX) related)
Goods & Services 14 880 14 308 26578 60 115 103 947 110 184 116 795
Direct Project Admin Costs 1427 1730 - - - - -
Allocated Project Admin 1154 901 1872 4622 4164 4413 4678
Expenditure
% Project Administration 12,9% 13,3% 5,8% 6,8% 3,7% 3,7% 3,7%
Cost
TOTAL 21207 20 679 34 355 72184 115 897 122 850 130 221

Human resources

The organisation recognises that the right levels of research, planning, monitoring, evaluation and
reporting skills must be accessed and developed. The activities are implemented organisation wide,
however, the Strategic Planning unit leads and drives the activities and ensures coordinated effort and
input for the activities. This unit is one of two units in the Strategy and Research Division and is headed
by a Senior Manager. The unit comprises four professionally qualified specialists for the following:

(i) Research and SSP Development

(ii) Knowledge Management

(iii) M&E and

(iv) Quality Systems

They are supported by three qualified entry level specialists and an administrator. The unit works closely
with the second unit in the Division, which is responsible for Applied Research and Innovation Projects.
The Applied Research and Innovation Projects unit is headed by a Senior Manager, who is supported by
two managers, entry level skilled project coordination staff member and an administrator. The Division
augments its capacity through recruiting interns annually, who are interested in growing their research
skills, as well as through partnering with higher education institutions and other government and private
research organisations for large scale research and evaluation studies.

The Chamber Committees are managed under the Applied Research and Innovation Projects unit. Through
the merSETA - Wits University partnership, Chamber Committee members accessed two courses. One was

to build their research capacity so that they could plan and manage Chamber research projects. The
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second was to build capacity to conceptualise and plan innovation projects so that they could implement
such projects as part of the applied research activity. These courses were also opened up for enrolment
to the merSETA staff across the organisation, so that the merSETA staff could apply these skills in their

areas of work.

Other inputs

There are research tools available for use by the merSETA in the research market, including those
developed by the Research Directorate of the DHET. The merSETA has also developed tools through its
work such as the Cost Benefit Quality (CBQ), Competence Measurement in Education and Training

(COMET) tools, and stakeholder experience management survey tool.

6 PROGRAMME 3: LEARNING PROGRAMMES AND PROJECTS

6.1 Programme purpose

The purpose of this programme is to be consistent with NSDS lll, by implementing programmes, projects
and incentives that will facilitate the merSETA to achieve its targets for a skilled workforce. The
programmes and projects include partnerships and strategic alliances with not only employers, but also
postschool public and private education and training institutions, non-levy paying entities, SMEs,
cooperatives, labour organisations, NPOs, government departments and public entities, other SETAs,
informal sector, and international partners. The range of programmes and projects include those that aim
to:

(i) re-skills and up-skill currently employed

(ii) skill the unemployed to facilitate entry into the merSETA sector labour market

(iii) increase participation of large, medium and small sized levy paying employers in accessing mandatory
grants

(iv)increase capacity of posteducation and training institutions to deliver skills development for the
merSETA sector

(v) increase workplace experiential learning opportunities

(vi) increase support for employers to take on more learners in the workplace

(vii) introduce training within SMEs and for informal entrepreneurs

(viii) address the low level of youth and adult skills and education

(ix) support programmes designed for Adult Education and Training (AET)
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(x) support learning for needs-specific curricula and content

(xi) implement innovative skills development solutions, to address emerging new complex skills
challenges

(xii) increase the capacity of entrepreneurs to enable new ventures into new areas of production
activities/growth of existing business

(xiii) support the training layoff scheme

(xv) support retrenchment programmes.

The Grants Policy of the merSETA allows the merSETA to offer a range of incentives that enable optimal
participation from various stakeholders and partners. It is through the different types of incentives that

the merSETA will be able to reach its targets for this programme.

The situational analysis in Part A of this Strategic Plan indicates that the manufacturing sector globally and
locally is undergoing fast and constant technological disruptions. This means that the merSETA has to be
flexible in its responses to facilitate, support and incentivise skills development initiatives for its sector.
Table 9 indicates the top 10 occupations in demand that are common across all five Chambers, whereas
Table 10 indicates occupations in demand per Chamber. However, the occupations in demand listed are
not the only skills needs that will be addressed through Programmes 3. Priority skills needs that are
specific to individual industries and other skills will emerge from a variety of sources given the impact of
continuous technological disruptions within the manufacturing context. The main PIVOTAL interventions
for the listed occupations in demand will be apprenticeships, learnerships, skills programmes and

academic programmes, whilst a few may be addressed through internships and work placements.

Table 10: The merSETA Top 10 Occupations in Demand List/PIVOTAL List (ranked)

PIVOTAL INTERVENTIONS PLANNED
OCCUPATION CODE OCCUPATION IN DEMAND NQF
BY THE SETA

Production / Operations Supervisor . .
2017-312201 . Learnerships and skills programmes 3-4
(Manufacturing)
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PIVOTAL INTERVENTIONS PLANNED

OCCUPATION CODE OCCUPATION IN DEMAND NQF
BY THE SETA
. . Bursary supported academic
Production / Operations Manager
2017-132102 . programme and graduate 6
(Manufacturing)
development
2017-311501 Mechanical . . . = Apprenticeship, learnerships and skills
. . . Mechanical Engineering Technician 2-4
Engineering Technician programme
. . Apprenticeship, learnerships and skills
2017-132102 Automotive Motor Mechanic 2-5
programme
2017-432201 Production Coordinator Learnerships and skills programmes 4-5
. . Apprenticeship, learnerships and skills
2017-653303 Mechanical Fitter 2-4
programme
Apprenticeship, learnerships and skills
2017-684905 Vehicle Body Builder PP P P 2-4
programme
. . Apprenticeship, learnerships and skills
2017-643202 Vehicle Painter 4
programme
Bursary supported academic
2017-214102 Industrial Engineering Technologist | programme and graduate 6-7
development
. . . Apprenticeship, learnerships and skills
2017-672104 Electronic Equipment Mechanician 4
programme
Source: The merSETA SSP data, 2017
Table 11: The merSETA Sub-Sector Skills Priorities (ranked)
= 5 L
OFO Code OFO Description 2| £| €| 3| B | Intervention NQF
= Q| &
| S| S| 2|
Program or Project Skills programmes and 4
2017-441903 Administrators X | x learnerships
Apprenticeship, learnership and 9.5
2017-653306 Diesel Mechanic X X skills programme
Metal Engineering Learnerships and skills 9.5
2017-832901 Process Worker X X programmes
Apprenticeship, learnership and 9.5
2017-671101 Electrician X | x X skills programme
Automated Machine Learnerships and skills 5
2017-718905 Operator X X programmes
Learnerships and skills 95
2017-721901 Product Assembler X | x X programmes
Learnerships and skills 95
2017-832910 Component Fitter X X programmes
Rubber Production Learnerships and skills 95
2017-714101 Machine Operator X X programmes
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[— £ (%]
OFO Code OFO Description .g % *g 2 "5 Intervention NQF
| 2| 2| 2| =
Bursary supported academic
programme and skills 4-7
2017-242210 Business Administrator X X programmes
Bursary supported academic
programme, learnerships and 3-6
2017-334102 Office Administrator X X | skills programmes
Quality Controller Apprenticeship, learnership and 95
2017-684305 (Manufacturing) X X | skills programme
Safety, Health, Bursary supported academic
Environment and Quality programme and skills 4-7
2017-226302 (SHE&Q) Practitioner X X programmes
Plastics Production . .
Machine Operator Learnerships and skills hs
programmes
2017-714204 (General) X X
Bursary supported academic
programme, Learnership, Skills 6-9
2017-122102 Sales Manager X X programme
Apprenticeship, learnership and 5s
2017-671202 Millwright X X skills programme
Packaging Machine Learnerships and skills 5s
2017-718304 Operator X X programmes
Bursary supported academic
Electrical Engineering programme, learnerships and 3-6
2017-311301 Technician X X skills programmes
Bursary supported academic
programme and skills 4-7
2017-214101 Industrial Engineer X X programmes
Bursary supported academic
Corporate General programme, Learnership, Skills 6-9
2017-121901 Manager X X programme
Apprenticeship, learnership and 9g
2017-672105 Instrument Mechanician X X skills programme
Bursary supported academic
Business Training programme, Learnership, Skills 6-9
2017-121202 Manager X X programme
Learnerships and skills 95
2017-721101 Vehicle Assembler X X programmes
Apprenticeship, learnership and 95
2017-684904 Panel beater X X skills programme
Apprenticeship, learnership and .
2017-651101 Moulder X X skills programme

4]




[— £ (%]
OFO Code OFO Description .g % *g 2 "5 Intervention NQF
| 2| 2| 2| =
Bursary supported academic
programme and skills 4-7
2017-215101 Electrical Engineer X X programmes
Bursary supported academic
programme, learnerships and 3-6
2017-332301 Retail Buyer X X skills programmes
Bursary supported academic,
learnerships and skills 3-6
2017-311101 Chemistry Technician X X programmes
Bursary supported academic
Financial Investment programme and skills 4-7
2017-241301 Advisor X X programmes
Apprenticeship, learnership and 95
2017-652204 Patternmaker X X skills programme
Bursary supported academic
programme and skills 4-7
2017-214603 Metallurgical Engineer X X programmes
Apprenticeship, learnership and 5s
2017-653103 Motorcycle Mechanic X | x skills programme
Metal Processing Plant Learnerships and skills 5s
2017-712101 Operator X programmes
Bursary supported academic
Automated Assembly programme, learnerships and 3-6
2017-313901 Line Operator X skills programmes
Apprenticeship, learnership and 9g
2017-651202 Welder X skills programme
Apprenticeship, learnership and 9g
2017-652302 Fitter and Turner X skills programme
Bursary supported academic
Metal Processing Control programme, learnerships and 3-6
2017-313501 Operator X skills programmes
Administration Clerk / Skills programmes and 4
2017-411101 Officer X X X learnerships
Learnerships and skills 9.5
2017-811201 Cleaner (Non-domestic) X programmes
Apprenticeship, learnership and 95
2017-651302 Boiler Maker X skills programme
Apprenticeship, learnership and 95
2017-652301 Metal Machinist X X X skills programme
2017-542203 Team Leader X Skills programmes 4
Learnerships and skills 95
2017-733201 Truck Driver (General) X programmes
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[— £ (%]
OFO Code OFO Description .g % *g 2 "5 Intervention NQF
| 2| 2| 2| =
Learnerships and skills 5s
2017-734402 Forklift Driver X programmes
Learnerships and skills 95
2017-862202 Handyperson X programmes
Apprenticeship, learnership and 95
2017-652201 Press Toolmaker X skills programme
Learnerships and skills 95
2017-833402 Store Person X programmes
Warehouse Worker / Learnerships and skills 95
2017-833401 Shelver X programmes
Motor Vehicle .
Skills programmes 4
2017-522302 Salesperson X
Bursary supported academic
IT Information Systems programme and skills 4-7
2017-252201 Administrator X programmes
Skills programmes and 4
2017-432101 Stock Clerk / Officer X X learnerships
Plastics Composites and Learnerships and skills 95
2017-832902 Rubber Factory Worker X X programmes
Learnerships and skills 95
2017-732101 Delivery Driver X programmes
Skills programmes and 4
2017-441601 Human Resources Clerk X learnerships
Bursary supported academic
programme, Learnership, Skills 6-9
2017-121101 Finance Manager X programme
Learnerships and skills 95
2017-862919 Mechanic's Assistant X programmes
Plastic Cable making Learnerships and skills 95
2017-714201 Machine Operator X programmes
Learnerships and skills 95
2017-734301 Crane or Hoist Operator X programmes
Bursary supported academic
Technical Service Advisor programme and skills 4-7
2017-243301 / Salesman X programmes
Dispatching and Skills programmes and 4
2017-432102 Receiving Clerk / Officer X learnerships
Apprenticeship, learnership and hs
2017-671203 Mechatronics Technician | x skills programme
Chemical Production Learnerships and skills 5t
2017-713101 Machine Operator X programmes
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- 3 o
OFO Code OFO Description .g g *g 2 "5 Intervention NQF
| 2| 2| 2| =
Bursary supported academic
programme, Learnership, Skills 6-9
2017-132104 Engineering Manager X programme
Bursary supported academic
programme, learnerships and 3-6
2017-332302 Purchasing Officer X skills programmes
Apprenticeship, learnership and 95
2017-651301 Sheet Metal Worker X skills programme
Bursary supported academic
programme, learnerships and 3-6
2017-311801 Draughtsperson X skills programmes
Bursary supported academic
Manufacturing programme, learnerships and 3-6
2017-311904 Technician X skills programmes
Plastics Manufacturing Learnerships and skills 95
2017-714208 Machine Minder X programmes
Apprenticeship, learnership and 95
2017-653309 Forklift Mechanic X skills programme
Apprenticeship, learnership and 95
2017-651501 Rigger X skills programme
Bursary supported academic
programme and skills 4-7
2017-242303 Human Resource Advisor | x X programmes
Bursary supported academic
programme and skills 4-7
2017-214401 Mechanical Engineer X programmes
Apprenticeship, learnership and 5
2017-651401 Metal Fabricator X skills programme
Bursary supported academic
programme and skills 4-7
2017-243103 Marketing Practitioner X programmes
Bursary supported academic
programme, Learnership, Skills 6-9
2017-121908 Quality Auditor X programme
Reinforced Plastic and . .
. . Learnerships and skills
Composite Production 2-5
programmes
2017-714205 Worker X
Transportation Apprenticeship, learnership and .
2017-671208 Electrician X skills programme
Bursary supported academic
Occupational Instructor / programme and skills 4-7
2017-242402 Trainer X programmes
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[— £ (%]
OFO Code OFO Description .g % *g 2 "5 Intervention NQF
| 2| 2| 2| =
Bursary supported academic
Manufacturing programme, learnerships and 3-6
2017-313916 Production Technicians X skills programmes
Industrial Machinery Apprenticeship, learnership and 95
2017-653301 Mechanic X skills programme
Heavy Equipment Apprenticeship, learnership and 95
2017-653307 Mechanic X skills programme
Apprenticeship, learnership and 95
2017-651402 Structural Steel Erector X skills programme
Bursary supported academic
programme and skills 4-7
2017-214501 Chemical Engineer X programmes
Bursary supported academic
Geographic Information programme, learnerships and 3-6
2017-351302 Systems Technicians X skills programmes
Precision Instrument Apprenticeship, learnership and 5s
2017-661101 Maker and Repairer X skills programme
Bursary supported academic
Civil Engineering programme, learnerships and 3-6
2017-311201 Technician X skills programmes
Apprenticeship, learnership and 95
2017-642702 Refrigeration Mechanic X skills programme
Metal Manufacturing . .
Machine Setter and Learnerships and skills 5t
2017-712102 Minder X programmes
Bursary supported academic
Production Engineering programme and skills 4-7
2017-214104 Technologist X programmes
Apprenticeship, learnership and 9g
2017-671207 Armature Winder X skills programme
Bursary supported academic
programme, Learnership, Skills 6-9
2017-111402 Shop Steward X programme
Plastics Fabricator or Learnerships and skills 9.5
2017-714203 Welder X programmes
Apprenticeship, learnership and 95
2017-652401 Metal Polisher X skills programme
Apprenticeship, learnership and 95
2017-653304 Diesel Fitter X skills programme
Thermoforming Machine Learnerships and skills 5t
2017-714207 Operator X programmes
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[— £ (%]
OFO Code OFO Description .g % *g 2 "5 Intervention NQF
| 2| 2| 2| =
Bursary supported academic
programme and skills 4-7
2017-214605 Metallurgist X programmes
Apprenticeship, learnership and 95
2017-671204 Lift Mechanic X skills programme
Reinforced Plastics and . .
. Learnerships and skills
Composite Trades 2-5
2017-714209 Worker X programmes
Bursary supported academic
programme and skills 4-7
2017-265405 Technical Director X programmes
Apprenticeship, learnership and 95
2017-641303 Refractory Mason X skills programme
Apprenticeship, learnership and 5s
2017-661103 Scale Fitter X skills programme
Electrical Equipment Apprenticeship, learnership and 5s
2017-671206 Mechanic X skills programme

(Source: The merSETA SSP, 2017)

6.2 Programme 3: Learning Programmes and Projects - Strategic Objectives

Table 12: Strategic Objectives Programme 3

Strategic Objective 6

Increased contribution to employment and growth opportunities through
skills facilitation.

Objective Statement

To achieve this objective, the merSETA will put in place incentives that will
facilitate and support employed and unemployed learners enter a variety of
PIVOTAL learning programmes that address the skills gaps and shortages
identified through research and captured in the SSP. It is also to ensure that
TVET and HEI learners and graduates access workplace experience.

Baseline

37638 learners (entered and completed) reported across different indicator
learning programmes (3651 organisations reported).

Strategic Objective 7

Strengthened partnerships for improved responsiveness to the needs of
sector.

Objective Statement

To create increased capacity to meet industry and national growth and
development priority needs for the manufacturing sector, throughout the
country, through established partnerships with a range of institutions and
organisations (employers, post school public and private education and
NPOs,
departments and public entities, other SETAs, international partners). The

training institutions, non-levy paying entities, government

partnerships also have an emphasis on increasing workplaces as training
spaces, including non-participating companies.
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Baseline

1127 learners (entries and completions) reported across different indicator
learning programmes (1796 partnerships reported).

Strategic Objective 8

Improved competency levels of Small and Medium Enterprises (SMEs),
township and village enterprises and co-operatives entrepreneurs.

Objective Statement

enterprises and cooperatives.

Expanded opportunities along the manufacturing value chain for historically
excluded and vulnerable groups, small businesses, village and township

Baseline

1916 organisations reported.

6.3 Risk Management Programme 3: Learning Programmes and Projects

Table 13: Risk Management Programme 3

Risk

Risk Description

Risk Mitigation

Lack of opportunities for
Work Experience (WE) and
Work Integrated
Learning(WIL)

This risk refers to the lack of opportunities
for the learners to gain work place based
competencies as a result of economic down
turn and shrinking number of firms willing
to take on learners. Limited access for
learners to work place experience/WIL
disadvantages them with regard to
employment, including self-employment
and employment opportunities.

Enabling the creation of work place
experience/WIL in spaces and forms
other than in the merSETA large and
medium  companies who  have
traditionally been the ones offering

WIL/work experience.

Implementation of projects
(incubation, community projects) that
encourages learners starting their own

income generation activities.

Review of procedures and incentives to
encourage SMEs opening up spaces for
WE/WIL 4.0,

Poor conceptualisation of
the merSETA partnerships

This refers to the lack of proper
conceptualisation and planning of
outcomes and outputs of the merSETA
desires for its partnership programmes and
projects resulting in unintended results /
unsuccessful programmes/project that are
appropriately responsive to the sector.

The Discretionary Grants Projects
Policy has been developed to guide the
preparation and implementation of
partnerships projects.

The Quality Management Systems unit
to conduct continuous assessment
against compliance to Discretionary
Grants and Projects Policy.

Clearly defined roles and
responsibilities of the partners in the
partnership agreements.

Implement the impact evaluation
studies.

Limited integrated support
for growth and expansion of
the SME, co-operatives and
informal entrepreneurs.

This risk refers to the failure for an
ecosystem approach to skills development
as a result of little/no interest to developing
collaboration amongst government,
industry and the merSETA.

Conduct continuous monitoring and
evaluation of township and village
enterprises and co-operatives.

Provide ecosystem skills development
support programmes that will lead to
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sustainability of co-operatives, SMEs
and formalisation of informal
entrepreneurial activities.

Quialitative monitoring of the SME and
co-operatives activities (increased
reach out).

Implement the impact evaluation
studies.

6.4 Resource Considerations Programme 3: Learning and Projects

Financial resources

The discretionary grant disbursements have shown a marked increase in previous years. This s is mainly

attributed to the legislated increase in discretionary levies, i.e. from 20% to 50%. Any surplus monies are

allocated to programmes and projects.

Table 14: Reconciling Performance Targets with the Budget and MTEF Programme3: Learning Programmes and

Projects
. X Current
Historical Forecast

Programme 3: budget
Learning Programmes 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
& Projects R000's RO00's R000's R000's R0O00's R0O00's R000's
Compensation 4197 3629 1187 4046 2 803 2971 3150
Depreciation &
Amortisation (Capital

. 1472 481 948 948 632 670 710
Expenditure)
(CAPEX) related)
Goods & Services 841312 938 478 908 224 1234428 1469927 1558124 1651611
Direct Project Admin

7 37 51 - - - -

Costs
Allocated Project Admin

. 35855 31861 37624 37728 39310 41 669 44 169
Expenditure
% Project Administration

4,2% 3,4% 4,1% 3,0% 2,7% 2,7% 2,7%

Cost
TOTAL 882 843 974 486 978 034 1277 150 1512 672 1603434 1699 640

Additional funding is also leveraged through partnerships, with learning programmes and projects being

co-funded through employer mandatory grants and the funding contributions of partner institutions and

other organs of state.
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Human resources

The Operations Divisions, under the leadership of the Chief Operations Officer, and supported by four
Senior Managers, is the main driver of this programme. The service delivery approach for the programme
is through regional offices and partnerships, the latter being a mechanism for accessing additional
capacity, and resources for implementation. The majority of the organisation’s human resources capacity
is located in this division. The units of the division are: Client Services — incorporating regional offices;
Programme Implementation; Central Administration; QA and Partnerships. Although still to be
determined through an organisational review process, indications are that the adequacy of HR
requirements for this programme may need to be assessed. Other programmes and projects that
contribute to the achievements of targets for this programme are implemented by the Strategy and
Research Division and World Skills Project within Corporate Service Division. The merSETA partnerships

model enables it to extend capacity to deliver for this programme.

Other inputs

Contract and project management systems; NSDMS and ICT enabled learner management system.

7 PROGRAMME 4: QUALITY ASSURANCE

7.1 Programme purpose

The purpose of the quality assurance programme is to develop, implement and monitor qualifications and
part qualifications and the learning programmes thereof (learnerships, apprenticeships, skills
programmes, skills sets, etc.). Quality assurance further ensures that national standards for quality
delivery are acceptable through proper accreditation of skills development institutions and providers,
monitoring and auditing of delivery, rewarding of successful learners with valid industry accepted

certification and constantly reviewing the quality cycle, in order to ensure continuous improvement.

This programme is also a key area for curriculum research, innovation and development for emerging
occupations and skills needed for the development, expansion and diversification of the merSETA
manufacturing industries. It has to address the development of the merSETA delivery system (learning
programmes and materials, institutions, skills development providers, workplace trainers and mentors,
assessors and moderators) to align to emerging and future skills requirements, and draw on innovative

learning, assessment and certification methodologies.
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The quality assurance functions are executed as a delegated function by the Quality Council for Trades
and Occupations (QCTO), either as a Development Quality Partner (DQP) or Assessment Quality Partner
(AQP). These delegated functions include the development of curricula for occupational qualifications
and/or part qualifications, support for the accreditation and quality management of providers, the
registration of assessors and moderators supporting assessment and moderation processes, including the

certification of learners as proof of successful completion of qualifications within the mer-sector.

The merSETA is committed to building self-directed career and vocational guidance. The purpose of this
programme is also to position the manufacturing, engineering and related services industry as providing
attractive pathways for personal and career development to young people and workers. The merSETA has
initiated a number of partnerships with various institutions, which focus on innovative career
development initiatives. The priorities for the next period are to increase the number of career guidance
practitioners in technology-focused institutions, entrench the international World Skills competition in
the South African apprenticeship and artisan development landscape, and provide career development

to workers through career path mapping and advice.
7.2 Programme 4: Quality Assurance Strategic Objectives

Table 15: Strategic Objectives Programme 4- Objectives

Increased responsiveness to the mer-sector through the provision of sector-

Strategic Objective 9
g : endorsed occupational qualifications and part qualifications.

The merSETA QA will update the sector’s qualifications through curriculum research
and participation in the QCTO qualification development process, including assisting
with the registration of sector specific professional bodies. For the merSETA, the
imperative is to have in place systems that will allow for quick turn around with the
development of merSETA delegated occupational qualifications.

The merSETA facilitates the assessment of developed qualifications via the QCTO
Objective Statement and NAMB processes. The merSETA will also act as intermediary to involve industry
occupational expertise in QCTO processes, as well as TVET/HEI/Community College
curriculum research, development and delivery. The merSETA support for activities
such as World Skills, BRICS Skills Challenge are intended to also be a source for
curriculum renewal and development, to meet world class standards for merSETA
occupations.

Baseline Projects completed as per the planned SLA.

Increased throughput of learners in occupational programmes through a

Strategic Objective 10 X
strengthened merSETA quality assurance system.

L The QA and Partnership unit will continue to quality assure the education and
Objective Statement

training provision of both public and private training providers that it accredits. The
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merSETA will facilitate the assessment of QCTO qualifications in partnership with
the relevant industry association or professional body, where required. This will be
achieved through:
=  Monitoring and auditing delivery and ensuring the quality standard is
maintained.
= Rewarding successful learners with valid industry-accepted certification on
time.
= Constantly reviewing the quality cycle to ensure continuous improvement.

Baseline 70% of the providers and workplaces with active merSETA registered learners
monitored.
Strategic Objective 11 Diversified career development, advice and guidance.

Objective Statement

Given developments affecting careers in the manufacturing sector, the merSETA
has identified the need to implement a diversified career development, advice and
guidance approach that will enable employees and those wishing to enter its labour
market to manage their career development, in alignment with changing industry
needs and emerging/future skills. The approach is one that will encompass the use
of next generation tools for career guidance such as virtual reality, gaming, online,
social media networking, career information for youth and adults on emerging
occupations and occupations of the future, indigenous career management
system/s and tools. Such an approach will ensure that both employed and
unemployed learners embark on the merSETA learning programmes and
qualifications based on interest and understanding of their own aspirations, so that
the merSETA learner’s success rates can improve. The approach will also be of use
to employers/companies wishing to support career development and skilling of
their employees.

Baseline

Career bus, career video.

7.3 Risk Management Programme 4: Quality Assurance

Table 16: Risk Management Programme 4

Risk

Risk description Mitigation Strategy

Inadequate number of
accredited delivery partners
(institutions, work place, skills
development providers,
assessors, moderators etc.) to
reach required targets.

This refers to the possible delays in the
accreditation of delivery partners as a
result of cumbersome QCTO processes
and ultimately affecting the targets
merSETA should reach with regard to
people skilled for the sector.

Advocacy of the new QCTO
quality assurance activities.
Building of effective relationship
with the QCTO to influence the
effectiveness of the QCTO quality
assurance activities.

Lack of /limited/ no
collaboration for curriculum
research, innovation and
development.

This refers to the risk that there may be
low/limited/ no collaboration
industry/occupation experts, delivery
institutions, to conduct curriculum
research and development especially for

The merSETA strengthening its
role with regard to actively bring
together professional,
occupational experts and
institutions to collaborate on

51




emerging and future skills and for the curriculum research, innovation

skills needed for economic and social and development.
transformation.
merSETA and its employer and
labour stakeholders engaging
with NQF bodies, DHET and DBE
and their institutions on
curriculum policy appropriate for
strategic priorities identified by
AA (structural transformation,
Industry 4.0/future skills,

innovation).

Career advice and awareness This risk refers to continuation of low Increased customised and

not responsive to expansion access and success of students perusing diversified career awareness

of student access and success. | the merSETA learning related platforms e.g. videos; career bus,

programmes. radio stations; social media and

distribution of careers pamphlets

7.4 Resource Consideration Programme 4: Quality Assurance
Financial resources

The QCTO has delegated certain processes of quality assurance of learning to the merSETA and the
budgeting process takes these into account.

Table 17: Resource Consideration Programme 4

X X Current
Historical Forecast
Programme 4: Budget
Quality Assurance 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22
R0O00's R0O00's R0O00's R0O00's R0O00's R0O0O0's R0OO00's
Compensation - - - - - - -
Depreciation & Amortisation
(Capital Expenditure) - - - - - - -
(CAPEX) related)
Goods & Services 1976 1076 1243 13 164 6 160 6529 6921
Direct Project Admin Costs - - 0 0 0 - -
Allocated Project Admin
. 114 49 72 543 206 218 231
Expenditure
% Project Administration
5,8% 4,6% 5,8% 4,1% 3,3% 3,3% 3,3%
Cost
TOTAL 2090 1125 1315 13 707 6 366 6747 7 152
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Human resources

The quality assurance of learning continues to be a core function of the work of the merSETA, thus the
merSETA has a unit within the Operations Division that drives the implementation of quality assurance
functions. In addition to Head Office (HO) management and staff, each regional office has Quality Assurors
who implement ETQA functions for the learning interventions of the SETA. In addition to the in-house
capacity, the unit also draws on external additional expert capacity, particularly for qualification and

curriculum development, and assessment and moderation.

Career guidance is located within the Corporate Services Division. It is currently managed by one staff
member at entry level management. Given the broadening of the service that will be delivered, the

merSETA is considering options for increasing human resource capacity for this activity.

Other inputs

ETQA systems are aligned to QCTO and SAQA policies and systems, Career Bus and Career Videos.
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PART C: LINKS TO OTHER PLANS

8 LINKS TO INFRASTRUCTURE AND OTHER CAPITAL PLANS

n/a

9 CONDITIONAL GRANTS

n/a

10 PUBLIC ENTITIES

n/a

11 PUBLIC — PRIVATE PARTNERSHIPS

n/a

12 ANNEXURE 1: SECTOR SKILLS PLAN 2019/20
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ACRONYMS

ABET Adult Basic Education and Training NCV National Certificate (Vocational)
AEEA African Engineering Education Association NGP New Growth Plan
AMEO Manufacturers Employer Organisation NSDS Il National Skills Development Strategy
ARPL Artisan Recognition Prior Learning NSFAS National Students' Financial Aid Scheme
ATR Annual Training Report NQF National Qualifications Framework
CEO Chief Executive Officer NUMSA Natllonal Union of Metalworkers of South
Africa
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Allied Workers Union Development
Capital i t, t t i t
CETEMF apita eql.npnjen s transport equipment, OEM Original Equipment Manufacturers
metal fabrication
CHE Council for Higher Education OFO Organising Framework for Occupations
Competence Measurement in Education .
COMET and Training (Pty)ltd Private Company
CSIR Council for Scientific and Industrial PhD Doctor of Philosophy
Research
DHET Depa'rtment of Higher Education and pIcC PreS|d§ntla| Infrastructure Coordination
Training Committee
Dol Department of Labour PIVOTAL Professpnal, VoFatlonaI, Technical and
Academic Learning
DSAP Dual System Apprenticeship Programme PlasticsSA Plastics Federation of South Africa
Dti Department of Trade and Industry PWD People with Disabilities
ECSA Engineering Council of South Africa QCTO Quality Council for Trades and Occupations
EPA Engineering Profession Act QLFS Quarterly Labour Force Survey
FET Further Education and Training QMR Quarterly Management Report
GDP Gross Domestic Product R&D Research and Development
GET General Education and Training RMI Retail Motor Industry
HEI Higher Education Institutions RPL Recognition of Prior Learning
HEMIS Higher E(.jucatlon Management SADC Southern African Development Community
Information System
HET Higher Education and Training SAQA South African Qualifications Authority
HSRC Human Sciences Research council SATMC The South African Tyre Manufacturers
Conference
Information and Communication Steel and Engineering Industries Federation
ICT SEIFSA .
Technology of South Africa
IDC Industrial Development Corporation SETA Sector Education and Training Authority
1DZ Industrial Development Zone SIPs Special Infrastructure Project
loT Internet of Things SMMEs Small, medium and micro-enterprises
IPAP Industrial Policy Action Plan SSP Sector Skills Plan
JSE Johannesburg Stock Exchange StatsSA Statistics South Africa
MBA Master of Business Administration STEM science, Te.chnology, Engineering and
Mathematics
Manufacturing, Engineering and Related . . .
merSETA Services Sector Education and Training TVET Tec.hljucal & Vocational Education and
. Training College
Authority
Metal and Electrical Workers Union of
MEWUSA k UASA United Association of South Africa
South Africa
MIBCO Motor Industry Bargaining Council UIF Unemployment Insurance Fund
MIEBC Metal.a.nd Englnefsrlng Industries VAT Value Added Tax
Bargaining Council
MISA Motor Industry Staff Association WIL Work Integrated Learning
NAAMSA National Association of Automobile WSP Workplace Skills Plan
Manufacturers
NDP National Development Plan WSS Workplace Skills Survey
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1 SECTOR PROFILE

The purpose of this chapter is to present the profile of the manufacturing, engineering and
related services sector. It elaborates on the sector scope of coverage, key role players,
economic performance and the profile of employers and employees. The chapter also
describes the major sector characteristics that influence sector skills needs and skills
development requirements.

1.1 SCOPE OF COVERAGE

The merSETA, established in terms of the skills development legislation of 1998, includes a
range of manufacturing activities in addition to a few related service and retail activities. On
the basis of the three-digit Standard Industrial Classification (SIC) codes used in capturing the
data for the National Accounts, Figure 1 below outlines the industrial activities aligned to the
merSETA scope of coverage and classifies them by Chamber. The figure depicts the
interrelationships between the Chambers and demonstrates flow of inputs.

Figure 1: merSETA Scope of Coverage by SIC Code and Chamber (**SIC codes are presented in the grey boxes)
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As demonstrated in Figure 1, merSETA member companies belong to one of five Chambers.
This five-chamber structure does not however totally align with the National Accounts data
which refers to the metal sector, the automotive sector (combining the Auto, Motor and New
Tyre Chambers) and the Plastics Manufacturing Industry. Furthermore, while the majority of
merSETA firms fall within the overall manufacturing sector in the National Accounts data and
make up a sizeable proportion of total South African manufacturing, the merSETA also
includes firms that fall into the retail with particular reference to the Motor Retail Sector
which forms part of the Motor Chamber. In terms of the specific Standard Industrial
Classification codes that fall into the merSETA scope of coverage, Table 1 below outlines the
codes at 3 digit level, Chamber and industrial sector.



Table 1: merSETA Scope of Coverage by SIC Code, Chamber and Industrial Sector

CHAMBER SIC DESCRIPTION SECTOR
Auto 381 | manufacture of motor vehicles Manufacturing
351 | manufacture of basic iron and steel
352 | manufacture of basic precious and non-ferrous metals
353 | casting of metals
354 manufacture of structural metal products, tanks, reservoirs and steam
generators
355 manufacture of other fabricated metal products; metalwork service activities
356 | manufacture of general purpose machinery
357 | manufacture of special purpose machinery
358 | manufacture of household appliances n.e.c.
361 manufacture of electric motors, generators and transformers
362 | manufacture of electricity distribution and control apparatus
363 | manufacture of insulated wire and cable
365 | manufacture of electric lamps and lighting equipment
366 | manufacture of other electrical equipment n.e.c. Manufacturing
Metal 371 | manufacture of electronic valves and tubes and other electronic components
375 manufacture of television and radio transmitters and apparatus for line
telephony and line telegraphy
373 manufacture of television and radio receivers, sound or video recording or
reproducing apparatus and associated goods
manufacture of medical appliances and instruments and appliances for
374 | measuring, checking, testing, navigating and for other purposes, except
optical instruments
375 | manufacture of optical instruments and photographic equipment
384 | building and repairing of ships and boats
385 | manufacture of railway and tramway locomotives and rolling stock
386 | manufacture of aircraft and spacecraft
387 | manufacture of transport equipment n.e.c.
503 | building installation .
504 | building completion Construction
382 manufacture of bodies (coachwork) for motor vehicles; manufacture of
trailers and semi-trailers
383 | manufacture of parts and accessories for motor vehicles and their engines Manufacturing
387 manufacture of transport equipment n.e.c.
Motor 631 | sale of motor vehicles
632 | maintenance and repair of motor vehicles
633 | sale of motor vehicle parts and accessories Retail
634 sale, maintenance and repair of motor cycles and related parts and
accessories
New Tyre | 337 | manufacture of rubber products Manufacturing
334 | manufacture of basic chemicals
Plastics 338 | manufacture of plastic products Manufacturing
395 | recycling n.e.c.

1.1.1 Industrial Overview
This section provides a depiction of each of merSETA sectors’ industrial activities and outputs.
It starts with the metals sector which comprise metal foundries, fabricators, manufacturers
and recyclers making inputs into (but not limited to) the automotive sector which also draws
inputs from the plastics and new tyre sectors.




Metal Sector

The metal sector, including capital equipment, foundries, transport equipment, metal
fabrication (CETEMF) and related sub-sectors, form a substantial part of South Africa’s
manufacturing. The production of this sector is based on the county’s rich natural endowment
in a wide range of metals.

Foundries and metal fabricators produce the intermediate (and sometimes final) products that
will be received by metal manufacturers who convert them to final products. Key markets for
metal products are the auto sector and the construction industry. Metal recyclers complete
and restart the cycle by returning scrap metal to the beginning of the value chain and
manufacturing process to be reused in the production of new products (merSETA Supply and
Demand Study, 2018). Among metal manufacturers and metal recyclers, the metals sector has
some of the smallest businesses.

Figure 2: Metal Sector Supply Chain (Source: merSETA Supply and Demand Study, 2018)
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Plastics Sector

The merSETA’s plastics manufacturing sector is largely composed of small firms, as barriers to
entry are relatively low (DTI, 2013). The vast majority of firms are not listed in the
Johannesburg Stock Exchange (JSE) (merSETA, 2013). Local and imported polymers are
converted into a range of intermediate and final products. The products form a critical input
into a range of other sectors. More than half (52%) of South Africa’s plastics manufacturing
serves the local food and general packaging market. Other market sectors include building and
construction, automotive, agriculture, medical, household goods, clothing and footwear, toys
and leisure equipment.

Figure 3: Plastics Sector Supply Chain (Source: merSETA Supply and Demand Study, 2018)
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New Tyre Sector

The tyre sector is responsible for the production of new tyres. With just four locally based
manufacturers, there are even fewer new tyre manufacturers based in South Africa than auto
OEMs (merSETA Supply and Demand Study, 2018). Good Year, Bridgestone, Continental Tyres
and Sumitomo Rubber are international heavyweights with production facilities in South
Africa. Production of tyres is limited to 3 provinces: North West, KwaZulu-Natal and the
Eastern Cape (merSETA Supply and Demand Study, 2018).

Figure 4: New Tyre Sector Value Chain (Source: merSETA Supply and Demand Study, 2018)
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Automotive Sector

The automotive sector, incorporating Original Equipment Manufacturers (OEMs), the New
Tyre Chamber and Motor Chamber, includes companies linked to each other through the
automotive production and distribution value chain. The metals, plastics and rubber product
sectors provide key inputs into the components manufacturing and vehicle assembly sections
of the value chain.

Due to the capital requirements and technical nature of producing vehicles there are only a
handful of Auto OEMs in South Africa, all of which are international brands (merSETA Supply
and Demand Study, 2018). South Africa’s main sites for automobile production are the Eastern
Cape, specifically Port Elizabeth and East London, Gauteng, specifically Rosslyn and Silverton
(Pretoria) and KwaZulu-Natal (KZN), specifically Durban (merSETA Supply and Demand Study,
2018). The Auto Sector has some of the largest scales of operation of all the sectors.

Figure 5: Automotive Sector Supply Chain (Source: merSETA Supply and Demand Study, 2018)
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Motor Sector

Within the motor manufacturing sector, the only key sub-sector is component and assembly
manufacturers (merSETA Supply and Demand Study, 2018). These are companies that
manufacture vehicle components, parts and equipment. This sector interlinks with the auto
sector as it supplies components used in the manufacture of vehicles. The sector also interlinks
to motor sales and service in that the manufactured components are sold to independent
parts sellers. Due to the increased resource needs and skills required to produce some
components (i.e. compliance to meet the standards of Auto OEMs), major employers in this
sector tend to be larger businesses. Components that are manufactured relate to various
phases of the auto value chain from upstream manufacturing of casts, to downstream
trimming (merSETA Supply and Demand Study, 2018).

Figure 6: Motor Sector Supply Chain (Source: merSETA Supply and Demand Study, 2018)
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1.2 KEY ROLE PLAYERS

The industry is shaped primarily by government, industry and organised employers and
labour. The key role players within the mer sector include industry bodies, employer
associations, government departments and institutions that provide policy direction or play a
regulatory role. Table 2 below briefly identifies and describes the role of these players in
industry.

Table 2: Key Regulatory Organisations in the merSETA Scope of Coverage

ORGA_:,\‘YI:EATION NAME OF ORGANISATION COLLECTIVE ROLE

Department of Highest Education and Training (DHET) Government's role is to ensure adequate
Government Department of Trade and Industry (DTI) policies and legislation are in place to
Departments Department of Science and Technology (DST) facilitate sustainable economic as well as

Department of Environmental Affairs (DEA) address social issues.

The Steel and Engineering Industries Federation of

Southern Africa (SEIFSA)

Automobile Manufacturers Employers Organisation

(AMEO)

Retail Motor Industry Organisation (RMI)

National Association of Automobile Manufacturers Employer organisations represent
Employer . . .
Organisations (NAAMSA) __ _ mentnbers in c_oIIectlve b_argammg,. data

National Association of Automotive Component and and information gathering and skills

Allied Manufacturers (NAACAM) development.

Automotive Industry Export Council (AIEC)

The South African Tyre Manufacturers Conference

(SATMC)

Plastics South Africa (PlasticsSA)
Profes.sior.ial Engineering Council of South Africa (ECSA) Its cor? funFtions are the accred?tatio.n
Organisations of engineering programmes, registration




ORGANISATION

NAME OF ORGANISATION

COLLECTIVE ROLE

Organisations

Metal and Electrical Workers Union of South
Africa (MEWUSA)

Solidarity

United Association of South Africa (UASA)

TYPE
of persons as professionals in specified
categories, and the regulation of the
practice of registered persons.
National Bargaining Forum (NBF) The Labour Relations Act provides for
Metal and Engineering Industries Bargaining Council the self-regulation of industries through
(MIEBC) the medium of Bargaining Councils.
Bargaining Motor Industry Bargaining Council (MIBCO) Bargaining Councils deal with collective
Councils agreements, solve labour disputes,
Bargaining Council for the New Tyre Manufacturing establish various schemes and make
Industry proposals on labour policies and laws
(Dol 2016).
National Union of Metalworkers South Africa (NUMSA)
Chemical Energy Paper Printing Wood and Allied workers | Unions play a significant role in
Labour Union (CEPPWAWU) advocating and fighting for worker's

rights, skills development and improving
conditions of employment and
advocating for transformation among
other things.

Motor Industry Staff Association (MISA)

1.3 ECONOMIC PERFORMANCE

South Africa has experienced a period of protracted economic weakness, mainly as a result of
domestic constraints. This is reflected in low levels of private investment, growing
unemployment, and declining real per capita income in recent years (National Treasury,
2018). During the first quarter of 2017 the South African economy was categorised by
numerous challenges which pulled the economy into uncertainty. These include cabinet
reshuffles, allegations of state capture, the promulgated Mining Charter, the debacle with
respect to the mandate of the Reserve Bank and the deterioration of the country’s fiscal
stance. These challenges lead to policy and political uncertainty which eroded business and
consumer confidence resulting in a negative economic outlook. These factors in turn
undermined the growth of the manufacturing sector and the economy in general.

Political uncertainty was one of the contributing factors to the economic decline. During this
period, the proportion of manufacturers who indicated that politics is a constraint on doing
business in South Africa, increased from 76% to 87% (Grocotts, 2017). Thus, business had to
adopt strategies to accommodate the changing economic situation through learning to adapt
to such policy environment ‘shocks’ (Grocotts, 2017). In June 2017, the country plunged into
a technical recession with Moody’s confirming South African credit rating outlook as
remaining negative (Trading Economics, 2017). Political certainty and political stability
remains an important factor in economic growth as it directly impacts policy certainty and
governance among other factors.

In the last quarter of 2017, it was reported that the economy grew by 3.1% however this trend
was reversed in the first quarter of 2018 when GDP contracted by 2.2%, the largest decline
since 2009 (StatsSA, 2018). The figure below shows that the decline was due to agriculture,
mining and manufacturing with the electricity, construction and trade industries also
recording negative growth.



Figure 7: GDP Quarter 1, 2018 (StatsSA, 2018)

GDP Personal services 1,2% 0.1
-2,2% Finance 1,1% 0,2

-0,5% || Electricity 0,0

Construction -0,1
Trade -0,4
Manufacturing -0,8
Mining -0.,8

-24.2% Agriculture -0,7

-40% -30% -20% -10% 0% 10% 20% 30% 40%

In South Africa, private investment has been contracting since 2015, mainly as a result of low
levels of business and consumer confidence. Growth has remained stuck below 2% and
unemployment remains high at 26.7% (National Treasury, 2018). Confidence and investment
are mutually reinforcing. In February 2018, Cyril Ramaphosa was sworn in as South African’s
new president resulting in stocks rising as much as 5% and the rand firming to its firmest since
early 2015 (BusinessTech, 2018). This in part, contributed to Moody’s upgrading its South
African credit outlook from negative to stable in March 2018 which prevented the country’s
pending credit downgrade to sub-investment grade. It was however indicated by Moody’s
that steady progress in meeting the objectives set out in the president’s state-of-the-nation
address in February 2018 was essential for the sustainability of the country’s economic and
fiscal prospects (BusinessTech, 2018).

Against the backdrop of a significantly improved political environment, which is impacting
positively on consumer, business and investor sentiment, alongside a relatively benign
inflation outlook, supportive monetary policy and more favourable prospects for the world
economy, including higher commodity prices, the outlook for the South African economy has
improved considerably (IDC, 2018). However, the VAT increase from 14% to 15%, effective 1
April 2018, as well as higher excise duties and the rise in the fuel levy, may limit projected
economic growth (IDC, 2018). This is likely to affect consumer spending which is a key driver
of economic growth.

In March 2008, South Africa’s central bank cut interest rates by 25 basis points, to 6.5 % (their
lowest in two years), after judging that inflation will remain low while economic growth was
faster than expected (South African Reserve Bank, 2018). This is a significant development
that will bolster the economy through increased consumer spending. Despite an increase in
VAT, NAAMSA projected that domestic vehicle sales in 2018 are to increase as a result of
reduced interest rates among other factors.

Developments in the global trading environment will be particularly important. South Africa
has an open economy as indicated by the sizeable shares of GDP, at 29.8% and 28.4%
respectively, claimed by exports and imports in 2017 (IDC, 2018). Therefore, South Africa is
strongly affected by global trade developments, directly and indirectly. Stronger demand from
South Africa’s key trading partners is anticipated to result in an improved export performance
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over the medium-term. Manufactured exports should benefit from increased demand in the
Eurozone and Sub-Saharan African markets, among others, but may face significant challenges
in the US market, as exemplified by the recently imposed tariffs on US imports of steel and
aluminium (IDC, 2018). Uncertainty surrounding Brexit may affect exports and financial flows
with one of South Africa’s largest European trading partners. The implementation of
economic reforms remain critical to facilitate faster growth and sustain the ongoing economic
recovery (Focus Economics, 2018). Unemployment remains high, reflecting skill shortages and
weak investment; inequalities in opportunities and incomes also remain high despite the
introduction of the proposed new minimum wage (OECD, 2018). Reforms to ease the cost of
doing business, boost entrepreneurship, lift competition barriers in many sectors and
facilitate the expansion of firms in the neighbouring region would boost productivity and help
create jobs (OECD, 2018). To increase investment in the country, President Cyril Ramaphosa
is leading a drive to attract R1.2 trillion (5100 billion) in new investment into the country
(MoneyWeb, 2018).

1.3.1 Manufacturing Production and Sales

Manufacturing production decreased by 3% in the first quarter of 2018 (seasonally adjusted)
The reduction was due mostly to petroleum, chemicals, rubber and plastic products
industries (-8,1% and contributing -2,0 percentage points) and the basic iron and steel, non-
ferrous metal products, metal products and machinery division (-3,0% and contributing -0,6
of a percentage point).

When considering the mer sectors, the figures below show production and production
growth, we highlight the growth in production by the merSETA sub-sectors in the last 11 years
(2007-2018) with 2007 as the base year. The figures show that the metals and motor sectors
(as described by standard industrial classification in the merSETA scope of coverage) produce
high volumes compared to the other sectors, however in terms of production growth, the
plastics sector has fared well over time although showing slight decline by the need of the
third quarter of 2018. The motor and tyre sectors (automotive components) sectors seem to
be on an upward trend with the auto sector (auto assembly) showing slowed growth by the
end of the third quarter of 2018.

Figure 8: mer Sector Production 2007 - 2018 (own calculations based on StatsSA data, Production and Sales,
2018)
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Figure 9: mer Sector Production Growth 2007 - 2018 (own calculations based on StatsSA data, Production and
Sales, 2018)
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Sales growth is a key indicator of economic performance. In considering sales growth, we
highlight the growth in sales (Rands) of products produced by the merSETA sub-sectors in the
last 11 years (2007-2018) with 2007 as the base year. The sales figures as shown below show
a similar pattern with the metal, auto and motor sectors selling high volumes (sales), but metal
and auto sales growth has slowed with plastics, motor and tyre sectors faring well in terms of
sales growth over time.

Figure 10: mer Sector Sales 2007 - 2018 (own calculations based on StatsSA data Production and Sales, 2018)
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Figure 11: mer Sector Sales Growth 2007 - 2018 (own calculations based on StatsSA data Production and Sales,
2018)
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The manufacturing sector remains a priority sector that has been earmarked for growth as
reflected in government policies such as the NDP and IPAP. Despite being arguably one of the
strongest manufacturing bases in Africa, challenges remain. Speaking during a briefing to
Parliament's Portfolio Committee on Trade and Industry on the state of manufacturing, World
Trade Organisation and the Industrial Policy Action Plan (IPAP), Trade and Industry Minister
Rob Davis indicated that the decline in the manufacturing sector over the years has been
attributed to digital production and changes in manufacturing technologies (DTI, 2017).
Minister Rob Davis also reiterated that to grow the manufacturing sector, a domestic and
“tightly coordinated” supportive environment premised on policy and programmatic certainty
needs to be developed (DTI, 2017). Policy innovation is therefore important in the wake of
fast paced changes that have disrupted every sector.

1.3.2 Economic Performance of Each Economic Sector
In the next sub-sections we explore the economic performance of each sub-sector that
belongs to the merSETA scope of coverage.

Automotive Sector

Despite the political and economic uncertainty in the country during 2017, the automotive
sector ended the year on a positive note (WesBank, 2018). Vehicle and component production
(with the auto sector the largest manufacturing sector in the country) accounted for 30.1% of
South Africa’s manufacturing output (Engineering News, 2018). The broader automotive
industry’s contribution to the country’s GDP in 2017 was 6,9% (4.4% manufacturing and 2.5%
retail) down from 7.4% in 2016 (Engineering News, 2018a). Considering that vehicle and
component manufacturing comprises nearly a third of the country’s manufacturing output,
the automotive industry supported by the merSETA, is and will remain essential to the growth
and success of the South African economy. Key developments in the automotive sector in
2017 include:

e Total industry employment at the end of December 2017 totalled 29 808 reflecting an

increase of 275 jobs (gain of 0.93%) compared to the 29 533 industry head count at the
end of September 2017 (NAAMSA, 2018).
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e Record total investment by the major vehicle manufacturers in 2017 amounted to R8.17
billion (NAAMSA, 2018).

e South African vehicle production decreased to 592 145 vehicles in 2017 from 600 008
units produced in 2016 — a fall of 1.3% (NAAMSA, 2018).

e South Africa’s share of global new vehicle production declined to 0.61% in 2017, down
from 0.63% in 2016 (NAAMSA, 2018).

e Total industry new car sales for quarter four of 2017 was 94721 units, an improvement
of 5497 units (gain of 6.2%) compared to the 89224 new cars sold during the
corresponding quarter of 2016. Domestic new vehicle sales showed improvement, year
on year, whilst export sales were lower (NAAMSA, 2018).

As South Africa managed to avoid a further downgrade at the end of the first quarter of 2018,
NAAMSA anticipates that economic growth could recover to a level above 1.5% in 2018 with
new vehicle sales possibly expanding between 2% and 4% (NAAMSA, 2018). Industry new
vehicle exports will remain a function of the performance and direction of global markets.
Indications for the global economy are reasonably positive with the latest International
Monetary Fund (IMF) projections anticipating global growth at around 3.7% which should
benefit vehicle exports to Europe, Australasia and Asia. NAAMSA anticipates that export sales
could see a modest growth during 2018; currently, an increase of around 11% (a total of
366 050) export sales are anticipated for 2018 (NAAMSA, 2018; IMF, 2018). A central
development in the auto sector was the announcement of Mercedes Benz that it will invest
R10 billion (€600 million) into the expansion of the East London plant in South Africa (IOL,
2018). This will create greater demand several supplier industries, stimulating new investment
and job creation emphasising a commitment to revive economic growth in the country (I0OL,
2018).

Motor Sector

According to Dr Azar Jammine, Director and Chief Economist at Econometrix, the South
African motor industry is holding up surprisingly well in a tough economic environment that
is being aggravated by political turmoil (RMI, 2018a). He also noted that although the country
was technically in a recession, with negative growth for two consecutive quarters, there were
some positive points in the local economy with the motor industry being one of them.
Encouraging factors for the industry include the rise in the demand for electricity, a lower-
than-expected inflation rate, vehicle price increases slowing, the price of fuel falling, a big
improvement in the motor industry trade balance and a brighter outlook for the global
economy (Wheels24, 2018).

Although the positive sentiments about the South African economy will impact the
automotive industry, it will take time to generate material growth. However, new vehicle sales
are expected to see moderate growth in 2018 according to WesBank’s CEO. South Africa’s
economic challenges are structural in nature, and will take an extended period of time to
correct, however the positive sentiment brought about by the recent political changes is a
good place to start and will lead to greater economic investment and improved growth
prospects for the country (RMI, 2018b).
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Plastics Sector

The South African plastics industry employing around 60000 people, contributes
approximately 1.9% to South Africa’s GDP and approximately 16.5% of the manufacturing
sector (IPAP, 2017). The sector is well developed throughout the plastics value chain from
upstream to downstream beneficiation producing input materials and value added products
for both local demand and export markets (DTl presentation, 2016). Generally, the leading
markets for plastics are in packaging, building, construction and the automotive industries.
However, a number of other industries which use some form of plastics are textile, electrical,
electronic, mechanical engineering, and agricultural industries (ProductivitySA, 2017).

The increase in the use of plastic products across all sectors including the manufacturing
sector presenting an opportunity for the growth of the sector. This has led government to
define the sector as a priority sector. This, coupled with an increased demand and use of
products containing plastics as well as an increased demand for plastic applications by South
Africa’s growing middle-class, has a positive impact on the industry (PlasticsSA, 2017).

Challenges experienced by the sector include the lack of advanced manufacturing practices
and the slow technological upgrading, skills shortages and the lack of downstream focus on
R&D efforts. The plastics sector is currently viewed rather negatively owing to its link to
pollution, litter and marine issues. As plastic waste management is a critical issue globally, the
sector will have to innovate and adapt if it is to survive this negative wave (Engineering News,
2018b). This links to the newly emphasised “circular economy” which should become
the plastics industry’s new roadmap to sustainable growth (merSETA Supply and Demand
Study, 2018). Previously sustainability growth was limited to recycling waste and its methods,
however with a circular economy emphasis, the focus is on adapting products and processes
before plastic even becomes waste.

Furthermore, the competitiveness of the local industry has been negatively impacted by
factors such as the cost of polymers, proximity to markets, relatively small local and regional
market, and electricity pricing as well as inland location of production facilities in the case of
exports. The competitive landscape is also changing dramatically with international players
establishing themselves in the South African market (as is evidenced by the disposal of
Astrapak to RPC plc, Boxmore to Alpla, and Nampak Flexibles to Amcor and Afripack to
Constantia Flexibles). Therefore, a number of local players are now looking to position and
strengthen themselves as this situation is expected to continue.

Metals Sector

The metals sector remains the biggest sub-sector in the manufacturing sector and contributes
close to 30% to the manufacturing GDP. The metals sector which has been in decline for three
consecutive years, is confident for 1,1% growth in 2018 following an impressive 2,7% growth
in 2017 (SEIFSA, 2018). It was reported that production in the metals sector slowed down to
19.3 % in December 2017 on a month-on-month basis, when compared to the 1.0% recorded
in November 2017. However, this poor month-to-month performance of the metals sector in
December 2017 is inconsistent with the general growth in the annual production recorded by
the entire metals sector for the full year of 2017. Companies in the sector have yet to benefit
from the improved annual production recorded in 2017 as challenges prevalent to the sector
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still remain. Some of these include under-utilisation of capacity, high unit labour costs and low
productivity levels, which negatively impact on margins and net operating surplus levels
(SEIFSA, 2018).

Despite the favourable global growth outlook, constrained domestic conditions did not help
sustain the growth the metals production experienced in November 2017 (SEIFSA, 2018).
However, generally 2017 was a much better year for the metals sector which rebounded from
the recession in preceding years, despite facing serious structural challenges. The
establishment of a Steel Development Fund is also assisting the sector. Despite the current
potential to improve on margins in the metals sector being fragile due to domestic headwinds,
all indications are that the sector will record another increase in growth during 2018, without
major disruptions to production. Commodity prices in 2018 are expected to gain momentum
due to the recovery in 2017 thereby strengthening exports and improving growth prospects
for commodity exporters in emerging markets.

New Tyre Sector

The new tyre industry in South Africa benefits from South Africa’s well developed automotive
sector. According to data from SATMC, in 2015 11 million new tyres were sold locally,
accounting for 61% of sales (SATMC, 2017). Although the industry has the capacity to
manufacture 18 million tyres per annum, only 11 million tyres are manufactured locally, while
2 million locally manufactured tyres are exported mainly to SADC countries (African Business
Information, 2017). The sector has over the past few years been stimulated by a R4-billion
collective investment injection toward enhancing tyre production facilities (African Business
Information, 2017). This in turn has led to significant strides made by manufacturers in
remodelling production processes to improve capacity and to ensure adherence to stringent
safety requirements. The tyre industry is worth approximately R30-billion per annum and is
one of the key supporting industries for the domestic automotive industry therefore, the
recent economic challenges that have not spared the automotive sector are likely continue
affecting the new tyre sector due to its dependence on the automotive sector (African
Business Information, 2017).

The new tyre industry continues to face stiff global competition from approximately 200
importers of various tyre brands, with about half shipped in from the Far East. This brings with
it challenges such as the selling of unsafe new and used tyres to the public and the unregulated
importation of such tyres (Wheels24, 2018).

1.4 EMPLOYER PROFILE

WSP data collected up to the end of May 2018 yielded 4469 companies, these include levy
exempt companies, but it excludes entities that operate as training providers, non-profit
organisations, universities and TVET colleges, the sample therefore represents a majority of
levy paying employers who operate in the mer sectors as manufacturers, retailers and service
providers. The number of employees were weighted such that they represent the profile of
all levy paying companies by sub-sector (the procedure used to weight the data is explained
in the research annexure attached to this document).

In terms of the size of companies in the merSETA sector, most are small and medium, when
combined they employ 32% of all employees whilst large companies account for around 68%
of employment.
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Table 3: merSETA Companies by Size (merSETA WSP, 2018)

COMPANY SIZE NO. COMPANIES % SHARE COMPANIES | EMPLOYMENT | % SHARE EMPLOYMENT
Large (150+) 1057 23.65% 539211 67.91%
Medium(50-149) 2513 56.23% 229111 28.86%
Small (<50) 899 20.12% 25671 3.23%
Grand Total 4469 100.00% 793993 100.00%

The table below shows the composition of the mer sectors in terms of number and size of
company as well as number of employees. Of all the merSETA sectors (barring the unknown
chamber — this is reflected in the data where a company has not provided a SIC code), the
motor sector shows the greatest share of employment among small and medium enterprises,
comprising 37% of total employment for the sub-sector, followed by the metal chamber which
comprises 33% and the plastics chamber at 22%. The auto and new tyre chambers comprise
mostly of large companies, however the auto sectors which is mostly OEMs does reflect two
medium sized company in the data.! The new tyre Chamber also shows the presence of a
small company which manufactures rubber products.

Table 4: merSETA Companies by Size and Chamber (merSETA WSP, 2018)

CHAMBER SIZE OF COMPANY | NO. OF COMPANIES | % COMPANIES | NO. OF EMPLOYEES | % EMPLOYEES
Auto Large 7 77.78% 20452 98.91%
Medium 2 22.22% 226 1.09%
Auto Total 9 0.20% 20678 2.60%
Metal Large 543 22.50% 283734 66.99%
Medium 1370 56.78% 124071 29.29%
Small 500 20.72% 15726 3.71%
Metal Total 2413 53.99% 423530 53.34%
Motor Large 337 20.64% 165764 63.29%
Medium 969 59.34% 87697 33.49%
Small 327 20.02% 8437 3.22%
Motor Total 1633 36.54% 261898 32.98%
New Tyre Large 5 71.43% 6381 98.46%
Medium 1 14.29% 74 1.14%
Small 1 14.29% 26 0.41%
New Tyre Total 7 0.16% 6481 0.82%
Plastics Large 166 45.60% 62882 78.18%
Medium 166 45.60% 16627 20.67%
Small 32 8.79% 928 1.15%
Plastics Total 364 8.14% 80437 10.13%
Unknown Medium 5 11.63% 417 43.03%
Small 38 88.37% 552 56.97%
Unknown Total 43 0.96% 969 0.12%
Grand Total 4469 100.00% 793993 100.00%

The data presented above shows that indeed the number of small and medium sized
companies has increased over time and that the share of employees in these companies is
also increasing with time. These organisations are providing employment for an ever
increasing number of people (more than a third of employees), however these companies
need support in order to be sustainable in the long-term. Government has prioritised
entrepreneurship and the advancement of small, medium and micro-sized enterprises

! Since these companies only contribute 1% further investigation is needed to determine if they do indeed belong to the chamber
— one manufactures defence vehicles the defence industry and the other manufactures trucks. The total auto chamber should
comprise about 30 000 employees (as confirmed by stakeholders), however one of the larger OEMs seem to have data missing
in the current data set which should also be followed up before the next SSP update.
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(SMMEs) as the catalyst to achieving economic growth and development. Smaller enterprises
including co-operatives and informal enterprises are a vibrant source of employment. Big
business is demonstrating jobless economic growth in the formal sector and therefore efforts
to support these entities would be brought to scale particularly within township and rural
communities.

1.4.1 Provincial Distribution of merSETA Companies

In terms of the provincial distribution of the companies within merSETA’s five Chambers as
seen in Figure 12, most are concentrated in Gauteng, the Western Cape, KwaZulu-Natal and
the Eastern Cape. The metal sector also has a footprint in the Northern Cape and
Mpumalanga. The motor sector shows a footprint in all other provinces as do the other
sectors, but to a lesser degree.

Figure 12: merSETA Companies by Chamber and Province (merSETA WSP, 2018)
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1.5 LABOUR MARKET PROFILE

Data submitted to the merSETA in WSPs by 4469 companies represents the majority of
employees in the mer sector. If we compare the QLF data which represents 1 015000
employees? with that of the weighted WSP data representing 793 993, merSETA data
represents 78% of employees in the formal sector. In total, the WSP data (un-weighted)
represents 50000 fewer employees than what was represented in 2017. Statistics South Africa
postulates that the total manufacturing sector comprises 1.85 million employees, therefore
merSETA WSP accounts for 42% of all workers in the manufacturing sector. It can thus be
hypothesised that the WSP is representative of the state of the sector.3

The manufacturing sector (under the merSETA scope of coverage in the QLFS data set),
provided employment for about 1.015 million people (both formal and informal) or 6% of the
total employed population which is less than what was reported last year (7.5%), this
proportion has decreased year on year indicating that gains in employment in other sectors
outweigh those in the mer sectors. The largest employment is within the metals sector,
employing 53% (previously 62%) of all mer sector employees, the motor sector accounts for

2 This is based on our own calculations using the StatSA data set for QLFS g4 2018 (we isolated the mer sic codes) — this is
merely indicative of the sector size as sample sizes are too small to be a true reflection of the total population but it does serve
as an indication of the size of the sector based on data other than the WSP data.

3 While the validity and reliability of the reported data in the WSP is viewed by some with speculation, this data set is by far the
most detailed sector based data available to the labour market.
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33% (previously 29%) employment, plastics and rubber products represents 11% (previously
7%) of employees, and auto 3% (previously 3%).

In terms of the formal and informal employment split within the merSETA scope of coverage,
overall 83% are formally employed with 17% employed informally (merSETA calculations,
StatsSA QLFS, 2018). This represents an increase from 5% in formal employment since last
year which represents a gain in formal work in the sectors since we reported that formal
employment decreased 6% in 2017. Figure 13 below shows that across all sectors, most
employees are in formal employment, with the motor sector representing the largest
proportion of informal workers (26%). This is followed by the metal sector which comprises
13% informal workers. There were no substantial data on any informal workers in the auto
and new tyre sectors.

Figure 13: Formal and Informal Employment (merSETA calculations; StatsSA, 2017Q4)
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1.5.1 Size and Contribution of the Informal Sector

According to the first quarter 2018 Quarterly Labour Force Survey statistics, 2 901 000 South
Africans work in the informal sector (StatsSA, 2018). Although far smaller than South Africa’s
developing country counterparts, this still represents 13% of total employment in the country
(StatsSA, 2018). Although individual incomes are low in the informal sector, the sector
contributes an estimated 5.2% to the gross domestic product (StatsSA, 2015).

Figure 14: Informal Employment (StatsSA, 2018)
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Informality within the merSETA scope of coverage is found in industries such as motor, plastics
and metals. Within the plastics and metals industry, an important informal activity is the
recycling of goods. The sector has collectors or sorters of recyclable material with dominant
recyclable products being metal and plastic. In addition to recycling, there are various informal
activities that form part of informal enterprises in the mer sectors such as welding, motor
mechanics, motor panel beaters, auto electricians, auto air conditioner repairers, etc.
Workers were mostly youth, most do not have qualifications beyond NQF3.

The merSETA should therefore look into strategies to support skills development on the
informal sector especially with regard to types of work undertaken which requires strict health
and safety precautions. Uplifting these enterprises with the support of the formal sector can
also present alternate means of accessing livelihoods which over time can support a vibrant
local economy.

1.5.2 Provincial Distribution of Employees

The geographical distribution of employees is likely to follow the geographical distribution of
the sector as a whole, with employment concentrated in Gauteng, KwaZulu-Natal, the
Western Cape and Eastern Cape. When considering the more rural regions, there are higher
concentrations of employment in the motor retail, motor service and repairs, and metal
fabrication sub-sectors than in the other merSETA sub-sectors. Table 5 below reflects this
scenario.

Table 5: merSETA Provincial Distribution of Employees (WSP data, 2018-incomplete)

Province Total Employed Total Employed %
Gauteng 420859 53.01%
KwaZulu-Natal 114551 14.43%
Western Cape 99050 12.47%
Eastern Cape 53802 6.78%
Limpopo 43206 5.44%
Mpumalanga 23473 2.96%
Free State 19262 2.43%
North West 13419 1.69%
Northern Cape 6371 0.80%
Grand Total 793993 100.00%

1.5.3 Workforce by Occupational Category and Chamber

Overall, the manufacturing, engineering and related services sector comprises a majority of
semi-skilled and skilled workers?®. Over 40% of workers are skilled across all chambers and just
over a quarter (27%) is employed at technician level or higher as demonstrated in Table 6
below.

* Skilled workers refer to managers, professionals, technicians, clerical and sales workers. Semi-skilled workers refers to craft and
trader workers and operators. Low skilled workers refer to elementary occupations and domestic work (STATSSA)
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Table 6: Occupational Categories of employees by Chamber (merSETA WSP, 2018)

Employment Categories EEmbERs
Auto Metal Motor Plastics New Tyre Total
Managers 6% 10% 12% 8% 8% 10%
Professionals 4% 6% 5% 7% 3% 5%
Technicians and Associate Professionals 27% 12% 7% 13% 7% 10%
Clerical Support Workers 9% 9% 12% 4% 7% 9%
Service and Sales Workers 5% 3% 10% 2% 3% 5%
Skilled Craft and Trades 10% 24% 20% 8% 11% 21%
Plant & Machine Operators and Assemblers 17% 18% 13% 56% 31% 18%
Elementary Occupations 21% 19% 22% 3% 29% 21%
Total 100% 100% 100% 100% 100% 100%

The majority of employees in the mer sector are trades workers, and significantly close to a
quarter (23%) find themselves at either elementary or operator level. In the new tyre and
plastics sectors, just short of 60% of workers are at this level. The plastics sector have just
recently implemented the plastics machine setter as a trade at level 6 on the OFO, however
in the trades currently offered, none are really geared towards plastics processing as most of
the subject matter covered in the trades relate to the larger engineering sectors and not
plastics. Finding people with plastics processing knowledge is not easy as the only way to get
this is from experience.

1.5.4 Educational Profile

There is no detailed information available on the skills levels of employees from merSETA WSP
data. However, the QLFS Q4 2017 data from StatsSA were utilised to establish a proxy
measure for educational levels of merSETA sector employees. According to 2017 Q4 QLFS data
(see Figure 15 and Table 7), the majority of employees have an NQF level 4 (45%), but overall
74% of employees have FET band qualifications with 9% having qualifications higher than FET
level. This has increased by 4% which may indicate efforts to improve throughput rates at
HEls, this will be explored in greater depth in chapter three of this report. A substantial 14%
of employees only have general education which presents an opportunity for upskilling
through the community colleges, an area that requires greater efforts going forward.

Figure 15: Highest Level of Education Attained by merSETA Employees (merSETA calculations -Stats SA,
2017Q4)
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The data also shows that women tend to be less represented above NQF 4, however from the
data it would seem that women who do progress beyond NQF 4 predominately attain NQF 6
(Table 7). Overall, a higher proportion of women (62%) reach NQF 4 as opposed men (47%).

18



Table 7: Educational Levels of Employers in merSETA Scope of Coverage (merSETA calculations- StatsSA, 2017)

GENDER
NQF LEVEL MALE FEMALE TOTAL
lessthanlevel 1 (11871 1% 2792 2% 8668 2%
NQF 1 132809 16% 13204 8% 175002 10%
NQF 2 108955 13% 12948 7% 167270 10%
NQF 3 110414 13% 20406 12% 176573 27%
NQF 4 391570 47% 108734 62% 603576 45%
NQF 5 13099 2% 0% 12489 0%
NQF 6 41517 5% 17157 10% 10679 1%
NQF 7 3096 0% 0% 45549 2%
NQF 8 8261 1% 50 0% 7643 1%
NQF 9 4209 1% 0% 16913 2%
DK 2287 0% 0% 5849 1%
Total 839892 175291 1015183

1.5.5 Race and Gender Distribution of Employees

Race and gender are important indicators of transformation in the sector. merSETA's sectors
are male dominated with 76.4% males and 23.6% females representing the gender profile of
the sector. As can be seen in the figure below, the group of clerical support workers is the
only occupational category in which women dominate. For the other major occupational
categories, the proportion of male employees is greater among professionals, sales workers
and technicians. The proportion of female workers in managerial positions remain relatively
low at just over 20%, however in terms of professionals women represent 32% of employees,
with technicians and associate professionals as well as sales workers also showing that women
represent about a third of the of work force at these levels.

Figure 16: Gender Distribution of Employees According to Occupational Groups (merSETA WSP, 2018)
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In terms of race, the sector does not reflect the demographics of the country in which Black
African represent 77% of the population, Whites, 9% and Black Coloured, 9% and Black
Indian/Asisan representing less than 3%. In the merSETA data, a total of 58% of merSETA
employees are Black African® and almost a quarter (24%) are White. Black Indians/Asians

5 For the purposes of representing equity groups (race) the merSETA use Black African, Black Coloured and Back Indian/Asian
and White in order to distinguish between Black (as defined in the Employment Equity Act.) and White race groups.
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constitute 5%, while Black Coloureds constitute 13%. The sector thus demonstrates
overrepresentation of White people.

Table 8: Gender Distribution of merSETA Employees (merSETA WSP, 2018)

RACE FREQUENCY %
Black African 459250 58%
White 188648 24%
Black Coloured 101235 13%
Black Indian / Asian 42137 5%
Other/ Unknown 2723 0%
Grand Total 793993 100%

The data as reflected in Figure 17 below, also reveals that transformation in the sector has
not been progressive with previously disadvantaged racial groups still occupying lower
occupational categories. White employees form the largest racial group in the occupational
categories of managers (63%, this was 66% in 2017 and 67% in 2012 which shows slow
transformation) and professionals (49%, this was 53% in 2017 and 57% in 2012 which shows
some improvement with respect to transformation). Black African employees make up the
majority of workers for technician and associate professionals (47% in 2018 and 2017), service
and sales workers (45% in 2018 and 40% in 2017) and clerical support workers (42% in 2018
and 40% in 2017). Overall, there is somewhat of an improvement in the representation of
Black Africans workers at higher occupational levels, but much still needs to be done to see
greater improvements.

Figure 17: Racial Distribution of Employees (merSETA WSP, 2018)
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1.5.6 Age Distribution of Employees

merSETA is a youthful sector; in 2017 and 2018 around 41% of all employees were younger
than 35 years and only 11% were older than 55 (Figure 18 below). However, 2018 data similar
to 2017 data, indicates fewer number of youth in the sector and a slight decline in employees
overall, the sectors need to improve efforts to employ youth. Elementary occupations have a
relatively large proportion of workers younger than 35 years (51%). This group is to a larger
extent composed of semi-skilled people with basic entry level qualifications (grade 12). The
highest proportion of those at managerial or professional level, are aged over 35. This is due
to the positive correlation between age, skill and experience.

20



Figure 18: Age Distribution of Employees (merSETA WSP, 2018)
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1.5.7 Disability

According to merSETA WSP data, merSETA organisations employ approximately 7429 disabled
people which is a significant 60% increase since last year (4626 un-weighted data), this
however represents less than 2% of the work force.

People with disabilities tend to be employed as clerical workers (19%), machine operators
(15%) and artisans (17%). The metal and motor industries employ more disabled workers than
other sectors. This could be attributed to the higher number of large companies with higher
numbers of positions (offering a variety of work tasks) available for the disabled.

Table 9: Employees with Disabilities by Occupational Group and Chamber (merSETA WSP, 2018)°8
OCCUPATIONAL

GROUP AUTO METALS MOTOR NEW TYRE PLASTICS TOTAL
Managers 34 8% 369 9% 219 9% 4 4% 45 9% 671 9%
Professionals 10 2% 277 7% 205 9% 1 1% 20 4% 513 7%
Technicians and

Associate

Professionals 72 | 17% 528 | 13% 189 8% 10 | 11% 37 7% 836 11%
Clerical Support

Workers 93 | 22% 744 | 18% 496 21% 5 6% 106 | 21% 1444 19%
Service and Sales

Workers 18 4% 124 3% 182 8% 1 1% 27 5% 352 5%

Skilled Craft and
Related Trades

Workers 19 4% 734 | 18% 453 | 19% 1 1% 82 | 17% 1289 17%
Plant and Machine

Operators

Assemblers 48 | 11% 638 | 16% 286 | 12% 63 | 71% 78 | 16% 1113 15%
Elementary

Occupations 136 | 32% 665 | 16% 297 | 13% 4 4% 99 | 20% 1201 16%
Row percent 430 6% 4079 | 55% 2327 | 31% 89 1% | 494 7% 7419 | 100%

6 It should be noted that the table represents the percentages by row i.e. % of workers across the chamber for each occupational
group. The last column — TOTAL represents % in the column to demonstrate total percentage of disabled workers by occupational

group.
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More males with disability are employed in the sector, however the proportion of females
with disabilities is higher (35%) than that of able bodied female workers. Similar to their able
bodied counterparts, these women tend to be employed in clerical positions (60%). The
majority of males with disability are artisans (craft and related trades workers) as seen in
Figure 19 below. There is an even split in terms of professionals and almost 40% female
technicians.

Figure 19: Occupational Categories and Gender of Employees with Disabilities (merSETA WSP, 2018)
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1.6 CONCLUSION

The weak economic performance experienced by the sector is negatively affecting
employment especially among lower skilled workers. Industry has invested in automation to
remain relevant in the market, this creates ever more opportunities for highly skilled workers,
but these opportunities are not labour intensive and are becoming ever more
capital/automation intensive. Many unskilled and semi-skilled workers will not be absorbed
by the labour market unless their skills meet market requirements.

From a skills perspective this presents a dilemma in terms of supporting required high level
technical skills to the detriment of the masses for whom there may not be employment
opportunities. The SETA will therefore have to ramp up efforts to support the upskilling of its
current 45% of workers at operator and elementary level.

The profile of the sector should be used to understand the status quo in terms of skills and
ensure that the pipeline of skills be examined in light of challenges highlighted to put in place
mechanisms for demand led skills interventions, while fostering lifelong learning and
development of the current workforce.

The statistics on demographics, disability and education shows some improvement, but the
transformation agenda still needs impetus. Promoting skills for local economic development
will assist workers to access livelihoods in their own communities.
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2 KEY SKILLS ISSUES

This chapter identifies factors that are driving change in the sector and influencing skills
demand and supply either positively or negatively. The chapter will identify and analyse skills
issues such as technological innovation, global and economic environment, and government
policies and strategies that influence considerations of skills supply and demand in the mer
sectors.

2.1 CHANGE DRIVERS

Table 10 below indicates the change drivers (among others) for each of the mer sectors
identified through merSETA’s 2018 supply and demand study as well as additional interviews
with key stakeholders regarding key drivers.

Table 10: Industry Drivers (Source: merSETA Supply and Demand Study 2018)

DRIVERS AUTO METAL MOTOR NEW TYRE PLASTICS | NO. OF CHAMBERS
Automation and Technology 5
Environmental Consideration s
Challenges to Market 5
Growth/Alternate Production
locations
Innovation (Product 5
Innovation)

5

Supply Chain Integration

Competition from lower-cost

Chinese products 4
Basic Education and the Quality

. X 2
of Training
E-Commerce in Vehicle Sales 1
International Competition 1
Mobility of Shop Floor Workers 1

From the table above, it can be seen that automation and technology, environmental
considerations, challenges to market growth and innovation are key factors that are impacting
most chambers. These key issues can be located in broader drivers as highlighted in
government's national strategy to alleviate poverty, unemployment and inequality through
support for manufacturing, the green and blue economies and the importance of industry 4.0.
As such, the following drivers have been highlighted as they present not only the challenges
the sector face, but also solutions which merSETA can align to in order to relieve the pain
points experienced by our sectors.

2.1.1 Circular Economy

The circular economy which has gained a lot of attention globally can be seen as an economic
model that minimises resource input and waste generation. The circular economy has also
gained attention in South African with platforms such as the World Economic Forum held in
2017 in Durban discussing strategies for developing a circular economy in the South African
context.

The top three principles of the circular economy is to preserve and enhance natural capital by
controlling finite stocks and balancing renewable resource flows; to optimise resource yields
by circulating products, components and materials in use at the highest utility at all times in
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both technical and biological cycles and lastly, to foster system effectiveness by designing out
negative externalities (Ellen MacArthur Foundation, 2018).

Figure 20: Circular Economy (Transport Geography, 2018)
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Waste does not exist when the biological and technical components of a product are designed
with the intention to fit within a biological or technical materials cycle designed for
remarketing, remanufacture, disassembly or repurposing (Ellen MacArthur Foundation,
2013). As illustrated in Figure 20, biological goods refer to non-toxic materials which can easily
be returned to the soil and may yield higher-value substance before decomposing. Technical
goods refer to man-made materials designed to be recovered, refreshed and upgraded
minimising the energy input required and maximising the retention value (Ellen MacArthur
Foundation, 2013). As the manufacturing sector is situated at the centre of the circular
economy (Figure 20), it is vital for the sector to consider both biological and technical material
waste cycles within its manufacturing processes.

The circular economy can be seen as an economy of which both the green and blue economy
are interlinked as they talk directly to the core principles of the circular economy focussing on
facilitating environmentally sustainable “green” practices (EU Chamber of Commerce and
Industry in SA, 2017; Marks and Hidden, 2017).

The South African government supports the green economy through the national Cleaner
Production Centre of South Africa and supporting policies and the blue economy through
Operation Phakisa, implemented in 2014 which focuses on marine transport and
manufacturing, offshore oil and gas exploration, aquaculture as well as marine protection
services and ocean governance. The focus on marine transport manufacturing has the
opportunity to deepen component manufacturing and rebuild domestic capabilities
facilitating re-industrialisation and localisation (DTI, 2016). It has been predicted that 462,000
additional jobs could be created in South Africa by 2025 by “going green” while the
blue/ocean economy could create around a million jobs by 2033 (World Economic Forum,
2017; Vision 2030, 2017).
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The circular economy offers opportunities to South Africa to establish new industries through
unlocking areas (“dead capital” sitting in its landfills) where small businesses can be
supported. By moving waste away from landfills towards alternative waste treatment across
the entire waste hierarchy will create job opportunities and may thereby help counter the
country’s unemployment rates by unlocking the “dead capital” sitting in its landfills. Creating
jobs in moving waste away from landfills towards alternative waste treatment across the
entire waste hierarchy may help counter the country’s unemployment rates. This may be
achieved through cleaner production, industrial efficiency, dismantling, refurbishment and re-
use, as well as new methods of collection (recycling), sorting, reprocessing and manufacturing
(EU Chamber of Commerce and Industry in SA, 2017; merSETA Supply and Demand Study,
2018). Skills required for recycling are low-level skills which do not require occupational
interventions. However, merSETA through the cooperatives model and community colleges
can ensure workers in the manufacturing sector can be upskilled through the increase of
financial and entrepreneurial skills and working together to facilitate small business
development in the sector.

The South African manufacturing sector is increasingly integrating clean energy and green
manufacturing techniques. With the change towards a more circular economy incorporating
the green and blue economy, comes a shift in skills demand and training requirements as well.
Therefore, the circular economy has been identified as a change driver. Currently, most skills
in the manufacturing sector require up-skilling in terms of the circular economy (green and
blue economy) which can be achieved through short to medium-term training, such as that
from TVET colleges.

Such up-skilling interventions are supported by the merSETA through various programmes
since the adoption of a cross-cutting theme of sustainability in 2012. To ensure the relevant
skills are developed for the circular economy, curriculum design and development of new
qualifications and occupations should take into account opportunities presented by this
economy. Career awareness and training initiatives also need to respond to possible
opportunities in the circular economy. Partnerships with local TVET colleges and universities
should also focus on leveraging the opportunities presented by the circular economy to create
a pool of skilled people locally and readily available to increase employment opportunities for
local people especially the youth.

2.1.2 Industry 4.0: Impact on Manufacturing Processes and Skills

Globally, we are at the brink of a new era where technological developments such as
advanced manufacturing are radically transforming the labour market across all industry
sectors, especially the manufacturing sector. The manufacturing sector as a whole,
traditionally has been a major source of employment, providing both high-skilled and low-
skilled jobs. As technological advancements are continually transforming the labour market,
it is seen as a major change driver. South Africa needs to develop the skills needed to
successfully leverage the technological advances of tomorrow in conjunction with the tenets
of inclusive economic growth, reduced poverty and unemployment as entrenched across
national strategies and plans.
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Figure 21: Advanced Manufacturing (Embedded-computing, 2018)
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This shift towards advanced manufacturing will produce new interaction models among other
things that go beyond simply automating production (Deloitte, 2017). South Africa’s
manufacturing industry is still at a foundational stage when it comes to the adoption of smart
technologies that accelerate industry 4.0 (Figure 21) (Deloitte, 2017; merSETA Supply and
Demand Study, 2018). Further technological advancements expected in the near future
include advanced analytics or manufacturing analytics “MAnalytics”, advanced robotics,
increased adoption of 3D printing and 5G which is the fifth generation internet network
relating to the concept of the internet of things (loT) (Deloitte, 2017).

The increased adoption of robots and artificial intelligence in the South African manufacturing
sector related to industry 4.0, has already affected jobs. Workers find that their skills are made
redundant and they either face retrenchment or redeployment in areas where their skills can
still be utilized. These realities faced by the current workforce must be taken into account to
assist in job preservation and growth through realignment of skills where necessary. The
expected future technological advancements in the sector will have devastating effect on an
already stressed labour force if active steps are not taken to equip them with the necessary
future skills such as IT skills and blended skills through (re-)training or upskilling these
employees to understand and operate new and smart technologies (Deloitte, 2017).

With increasing technological advancements in the manufacturing sector, it is generally
understood that higher level skills are preferred while the proportion of unskilled and semi-
skilled workers in the sector are continuously declining (merSETA Supply and Demand Study,
2018). This is partly driven by the increase in cost of labour resulting in the automation of
manufacturing processes. As employees now engage with complex technologies on an
ongoing basis within the workplace, baseline qualifications required across the board are also
increasing. This is supported by the majority of OEMs now only accepting individuals who have
passed Grade 12 Mathematics as operators on the shop the floor. With the change of mostly
a highly skilled labour force required in advanced manufacturing, merSETA has supported the
establishment of research partnerships for manufacturing skills development through various
interventions such as policy dialogue and partnering with Universities of Technology.

The advent of the 4th industrial revolution must not be viewed as a threat but an opportunity.
Contrary to beliefs that technology will eventually replace the human worker, it brings with it
many gains such as the adoption of new ways of production, creation of new jobs that were
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non-existent and expansion of markets. Technology enhances worker productivity and firms
use new technologies to improve capital utilization, overcome information barriers, innovate
and allow for more efficient management of firm operations (World Banks, 2018). Failure to
respond to these changes and opportunities by putting in placing appropriate mechanisms
such as industrial development policies and strategies and skills development strategies is
what constitutes a threat.

2.1.3 Future Educational Provision

Skills requirements for the circular economy, blue economy, green economy, automated
workplaces and advanced manufacturing call for innovation not only with respect to adapting
of workers and their skills, but also of the mode of delivery for up skilling, reskilling and
offering on the job training. With changes happening quite rapidly, research conducted by the
Department of Science and Technology indicates that while there is a demand for higher level
skills, the new era with respect to advanced manufacturing in particular, lends itself to a mix
of mid-level skills as an overall higher level of skill. As such delivery of education and training
should also offer a mix of methods accessible to new labour market entrants as well as the
current labour force.

The South African Government has already indicated the willingness to expand learning
modality especially to those who experience barriers to participation such as geographic
location, lack of access to digital infrastructure, time pressures, lack of admission
qualifications, lack of finances etc. The department has therefore adopted an “open learning”
strategy (Government Gazette, April 2017). It adheres to the tenets laid out in the White Paper
which calls for an expansion of the system and adoption of the notion of lifelong learning.
Critical components however are the maintenance of rigorous quality assurance over the
design of learning materials and support systems.

Future ready curricula must be developed in time to meet the demands of the future. With
this in mind there is an emphasis on science, engineering and technology, increasing digital
fluency and using technology to solve complex problems.

e These new or improved curricula must account for broad areas with respect to:
predictive analytics, artificial intelligence, additive printing, the internet of things (5G),
nanotechnology, automation and robotics.

e Professions in the future will typically center on the following types of jobs: motor
manufacturing technicians, wind turbine service technicians, flexible app developers,
computer programmers, artificial intelligence and robotics specialists, and cloud
computing specialists among others.

Across the African continent, substantial potential exists for creating high-value-adding,
formal-sector jobs in a number of areas, but in order to realise this potential, closer dialogue
between education providers and industry is needed to align and optimise the region’s
demand and supply of skills. Meeting the demand for future skills will require intense
collaboration, cutting red tape and expediting approval and quality assurance across the
system to ensure learners are able to take up positions with adequate skills and skills sets.

2.1.4 Re-industrialization and Localization
With the manufacturing sector’s contribution to GDP having fallen from around 20% in 1994
to 14% in 2017, South Africa is de-industrialising (Viviers, 2016). In order to reverse the
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country’s de-industrialisation trend, will require advocation for and implementation of
localisation (implies local procurement by government and the private sector). This needs to
be adopted in a way in which the country’s “globalisation” continues to be harnessed for
competitiveness, while local content and related skills development through industrialisation
are driven and adequately supported to grow (SA Cities Network, 2014).

During the 2017 state of the nation address, President Cyril Ramaphosa emphasised that
industrialisation is one of the key approaches to revive the South African economy. The
manufacturing sector is central in these processes as it has the ability to pull along growth
through backward and forward linkages to the rest of the economy (Viviers, 2016). Re-
industrialisation led by manufacturing could increase export prospects through localisation,
enable the creation of employment opportunities, reduce inequalities and eliminate poverty
in order for the country’s economy to develop further. This is supported by government as
the revitalisation of the manufacturing sector is one of the foundations of the government’s
various economic policy and strategy documents, of which two of the most influential are the
National Development Plan (NDP) and the Industrial Policy Action Plan (IPAP).

Rob Davies, the Minister of Trade and Industry emphasised that localisation is an important
policy tool for industrial development in South Africa and will produce value-added and
competitive outputs and facilitate easier access into global and regional value chains, assist in
growing the manufacturing sector and the economy (Viviers, 2016; Engineering news, 2018).
Developing innovative applications in locally beneficiated products could provide access to
new markets that would contribute towards expanding and diversifying the country’s
industrial base. The challenge for South Africa’s export sector is to enhance its global
competitiveness and value addition, to diversify its product offer and penetrate non-
traditional markets, especially in rapidly growing emerging and developing economies (FTI
Consulting, 2018). Government is prioritising support for domestic procurement and
localisation through the Preferential Procurement Policy Framework Act. This Act stipulates
that it is government’s preference that State entities buy locally manufactured goods and has
allowed for government to designate certain products that have to be bought from locally
manufactured sources, according to meticulous specifications. All organs of State
must purchase products indicated according to the specifications of designations (Engineering
news, 2018). Government through the multi-trillion Rand national infrastructure plan under
the direction of the Presidential Infrastructure Coordinating Commission (PICC) also seeks to
address and reverse the de-industrialisation trend of the past two decades (SA Cities Network,
2014).

Although re-industrialisation and localisation holds great potential if successfully achieved,
currently South Africa is faced with high unemployment rates and an enormous skills shortage
which will obstruct the reindustrialisation drive before it starts (Businessday, 2018). More
than 6 million South Africans are unemployed, and youth unemployment remains stubbornly
above 50% (Businessday, 2018). Kaizer Nyatsumba, SEIFSA’s CEO emphasised that re-
industrialisation will require technical skills such as those offered by artisans, but that South
Africa does not produce a sufficient number of artisan skills on a yearly basis compared with
universities, universities of technology and colleges (Engineering news, 2018). This is mostly
due to TVET colleges being regarded as inferior, but as re-industrialisation becomes reality the
demand for artisans produced will increase in demand. Therefore, TVET colleges need to be
revamped to meet the quality/ quantity needs with regards to the supply of artisans/
technicians.
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2.2 ALIGNMENT WITH NATIONAL STRATEGIES

Several national policies give direction to the manufacturing, engineering and related
industries, including: the New Growth Path, the National Development Plan, and the National
Industrial Policy Framework and the associated Industrial Policy Action Plan.

Collectively, their aim is to encourage employment-intensive growth (Bhorat, H., & Rooney,
2017; Williams, Cunningham, & De Beer, 2014). They all have at their core; key levers to
ensure continued economic growth, job creation, sustained livelihoods, social justice and
access to decent living conditions through human and community development. These plans
draw a focus to the following key issues that the merSETA needs to respond to through various
interventions:

* Transformation of the national economy

* Inclusive growth

*  Community Development

* Making opportunities available to People with Disabilities (PWD)
* Supporting the Green and Blue Economies

* Supporting the informal, small and medium business

* Rural development

*  Youth Development

The merSETA acknowledges the significance of national strategies in driving imperatives that
are central for the growth and development of South Africa's civil and business sectors. The
National Development Plan, National Skills Development Plan, Human Resource Strategy and
Rural Development Strategy and the IPAP aims to stimulate sustained economic growth
through re-industrialisation and “learning by doing” in order to compensate for global shifts
and uncertainty in an age of technology. It acknowledge the manufacturing sector as the main
sector to drive economic growth and employment creation.

IPAP’s assessment is that: “Skills development and training has emerged as one of the key
constraints holding back a number of, if not all, sector development” (2007, p41). It notes “a
need for greater and stronger integration between industrial and skills policy and
implementation, particularly with respect to sector strategies” (2007, p41).

The latest iteration of IPAP 2018/19-2020/21 highlights some of the achievements from the
automotive sector, plastics sector and metal fabrication, capital and rail transport equipment
which are the key features of the merSETA industries.

The IPAP unpacks three sectoral focus areas in relation to the mer sectors (manufacturing,
engineering and related services sectors) that have skills development dimensions which
should be leveraged by the merSETA and its stakeholders to guarantee sectoral development
through skills.

Automotive sector: The sector continues to play a central role to the South African economy.
During 2016, total contribution of the automotive sector to GDP was 4.0%, 33% to the
manufacturing sector and 82 000 in employment (IPAP, 2018). Nevertheless, some of the
pressing challenges facing the sector is relatively small domestic market and the overall
competitiveness gab between South Africa and other competing regions. To address these
constraints, the South African government is putting in significant effort to support local
industries and integration to the international market through various programmes and

initiates. In 2017 the state formed the Automotive Master Plan which is set to be adopted in
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the second quarter of year 2018/19. The Automotive Master Plan seek to further develop the
automotive industry to 2035 by supporting six central priorities which include local market
optimisation, regional market development, localisation, infrastructure development,
industry transformation, and technology and associated skills development. Furthermore, the
Automotive Supply Chain Competitiveness Initiative (ASSCI) will continue to be implemented
in the key areas to improve supplier competitiveness. Key to this is supporting skills
programmes related to engineering and the trades for industry supply and ensuring
sustainable productivity.

Metal fabrication, capital and rail transport equipment: The metal fabrication, capital and
rail transport equipment consist of manufacturing sectors of ferrous metals, non-ferrous
metals, capital equipment (largely used in manufacturing and development of infrastructure)
and rail transport equipment. Despite government efforts to prioritise localisation within
these sectors, the sectors are still confronted by challenges that threaten the industry’s
competitive advantage to the international market. This is underscored by the recent decision
by the U.S. government not to exempt South African steel products from import duties which
will cost local exporters an estimated R3 billion (SEIFSA, 2018). Above all, some of the
impediments faced by these sectors are as a result of inadequate policy alignment and poor
coordination of essential value chains causing negative implications and this incorporates
uncompetitive inputs costs, inefficiencies across the value chain and unequal trading
platforms.

The Industrial Policy Actin Plan also states that a lack of skills enhances these problems,
particularly with respect to qualified artisans, technicians, engineers and project managers.
The SIPs present the largest single opportunity to stimulate industry on the back of localisation
requirements and focused supplier development programmes. Significant investments in rail
network and infrastructure projects on the African continent will increase the demand for
locomotives and wagons. In addition, the African Union’s pronouncement of South Africa as
a rail Centre of Excellence for the African continent provides a vital platform to deepen South
Africa’s rail manufacturing capabilities. Opportunities exist to integrate the rail rolling stock
suppliers into the global value chain of the OEMs.

Plastics industry: Plastics and plastic components have become a fundamental pillar in the
South African economy, producing goods, applications and services used across the entire
economy, including infrastructure programmes, construction, general engineering, mining,
automotive, packaging and boatbuilding materials. The IPAP 2018/19 stipulates that in 2016,
the plastics sector contributed about R76 billion to the total economy, representing about
1.9% of GDP and approximately 16.5% of manufacturing sector output. The plastics industry
employs around 60,000 people (both formal and informal), with almost 1,800 companies
across the plastics supply chain (IPAP, 2018). This gives indication to the merSETA as the driver
of skills development that there should be an increased focus to support training initiatives in
this sector.

Like other sectors, the plastics sector is also confronted by constraints with respect to access
to key raw materials; pricing of raw materials, relatively small local and regional market; lack
of advanced manufacturing practices; lack of downstream focus of Research and
Development efforts; and South Africa’s geographic position and resultant logistics costs.
Government has prioritised support for the sector through optimised localisation and public
procurement to foster economies of scale. Some of the key interventions highlighted in the
plan is the development of polymers from waste which will address the increasing local
demand of polyethylene polymers. The second intervention is plastics industry skills
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development, testing and innovation, which will focus on improving innovation and
competitiveness in the plastics industry through skills development and R&D and testing. The
third intervention is the increased integration of plastics components into the automotive
sector to promote the localisation of plastics components and increase the local plastics
manufacturing base.

The merSETA has shown a strong drive to support skills development initiatives by conducting
a national study on Labour and Skills Supply and Demand which aims to understand skills
composition in the SMME, formal and informal enterprises that incorporates activities in the
plastics industries. Further areas of intervention for merSETA should be on the improvement
of critical skills for sustainable growth and assisting unemployed learners to participate in
accredited work, integrated learning and workplace experience programmes to promote
employability and sustainable livelihoods.

2.3 CONCLUSION

It is clear from the discussion in this chapter that the manufacturing, engineering and related
services sector is experiencing significant changes due to domestic and global economic
developments. The circular economy is projected to create new economic and employment
opportunities. This places emphasis on the need to support the green economy and blue
economy as strategies for creating new opportunities for growing the manufacturing sector.
In an effort to build a global competitive manufacturing sector, re-industrialisation and
localisation are key initiatives driven by IPAP aimed at promoting growth of the sector and its
capability to create more jobs. Technology is also a significant change driver in the sector, but
has a far reaching impact on skills development and labour demand. It is also evident that
merSETA needs to play an increasingly active role in supporting government imperatives.
Many of these can be achieved through supporting skills development initiatives for key
national strategies of which the IPAP captures many critical policy levers to affect real change.

A critical component however is anticipating skills needs of the future and putting in place
mechanisms able to meet those needs through innovations in skills provision in the post
schooling sector. If one considers that in the preceding chapters, the economy is waning,
making workplace based learning difficult due to sheer lack of workplaces and therefore
making post school training more difficult unless government support wider access and new
forms of delivery as expressed in the recent open learning policy framework. merSETA s
already exploring options to widen access to training through leveraging skills development
opportunities in more small, medium and possibly even informal workplaces. This requires
innovation in skills provision without hindering quality. Policy also needs to respond to these
changes to create an enabling environment for innovation in skills provision to flourish.
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3 OCCUPATIONAL SHORTAGES AND SKILLS GAPS

This aim of this chapter is to highlight skills supply and demand issues as well as to identify
the occupational shortages and skills gaps in the sector. The data was sourced from multiple
datasets and documents such as the merSETA WSP data, merSETA research, desktop research
and Statistics South Africa as well as interviews with merSETA stakeholders.

3.1 SKILLS SHORTAGES

3.1.1 Analysis of Hard to Fill vacancies in the Sector

The WSP 2018 data provides information on hard to fill vacancies (HTFVs) based on a template
provided by the DHET from the proposed Workplace Skills Survey (WSS) as well as high level
interviews with sub-sector representatives including employers and labour, for these
interviews, the proposed DHET interview guide was utilised.

Of all the WSPs submitted, 4140 companies filled out the skills requirements section
pertaining to HTFV’s. Of these, 3619 companies indicated that they did not have any HTFVs.
The reasons stated was as follows:

e 38% indicated that they had no vacancies.

e 62% indicated that they were able to easily fill the vacancies that they had.

Of those companies (filling out the WSP) and interview respondents that did indicate their
HTFVs, the data yielded 521 companies, highlighting 463 hard to fill occupations which
required a total of 5692 candidates. Further to the DHET HTFV question, the merSETA
requested that companies indicate the total number of HTFV and the number of HTFVs that
remain unfilled.

The table below, demonstrates total vacancies by occupational category. These vacancies are
deemed to be difficult to fill with a significant proportion remaining unfilled. The table below
shows that companies struggled to fill positions for technicians, managers and sales workers
respectively, with least difficulty in filling positions for plant and machine operators.

Table 11: Total Vacancies in the Sector by Occupational Category (merSETA WSP, 2018)

NO. OF UNFILLED % VACANCIES
OCCUPATIONAL GROUP COMPANIES TOTAL HTFV HTEVS UNFILLED
Managers 165 580 299 52%
Professionals 231 559 195 35%
Technicians and Associate
Professionals 128 298 164 55%
Clerical Support Workers 76 220 69 31%
Service and Sales Workers 67 1874 723 399
Skilled Agricultural, Forestry, Fishery,
Craft and Related Trades Workers 352 1586 567 36%
Plant and Machine Operators and
Assemblers 41 406 51 13%
Elementary Occupations 29 168 58 35%
Total 1089 5691 2126 37%

7 It should however be noted that mer stakeholders have raised concern with respect to HTVFs being a focus for skills demand as these are
based on current demand and does not indicate future demand nor the overall trajectory of the sectors given current economic
circumstances. To this end it was suggested that forecasting is needed to better address demands in the short, medium and long term.
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3.1.2 Reasons for Hard to Fill Vacancies

In the analysis, occupations that are deemed difficult to fill refer to occupations in which
respondents reported that there were 15 or more vacant positions. As demonstrated by the
tables below, sectors reported greatest difficulty in recruiting talent into service and sales
work, craft and trades work and management respectively.

Reasons for the hard to fill vacancies for managers was mostly due to lack of experience and
lack of equity candidates to take up the occupations. The only other group in which there was
difficulty with respect to finding equity candidates was the operator occupations, this group
also lacked qualifications. The majority of groups lacked experience combined with, specific
skills an all too common phenomenon in the mer sectors as explained by many interviewees,
having a qualification is not enough, candidates also need to have relevant experience and a
specific skill set to go along with the qualification — particularly technical skills. The biggest
difficulty is in finding candidates with the right experience, the right qualifications and the
right skill set as highlighted in red in Table 12 below. Employers did not consider personal
attributes of candidates, poor remuneration nor geographical location as major setbacks with
regard to filling vacancies as highlighted in green.

Table 12: Reasons for Hard to Fill Vacancies by Occupational Category (merSETA WSP, 2018)

Candidates do not
have the right
experience

Candidates lack
specific qualifications

Candidates lack
specific skills

Equity considerations
makes it difficult to
find candidates

Grand Total

100% 100% 100% 100% 100% 100% 100% 100% 100%
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Table 13 below shows the hard to fill vacancies by occupational group for companies that
indicated they require these vacancies. The vacancies are only those that had 15 or more
unfilled seats. This means that employers were not able to fully fill their recruitment

requirements at the time of data collection.

Table 13: Hard to Fill Vacancies by Occupation (merSETA WSP, 2018)

Occupational Group Occupation Total HTFV
Corporate General Manager 177
MANAGERS Office Manager 45
Sales Manager 138
Total 360
Electrical Engineer 21
PROFESSIONALS Mechanical Engineer 32
Total 53
TECHNICIANS AND ASSOCIATE PROFESSIONALS Credit or Loans Officer 59
Total 59
Cost Clerk 51
CLERICAL SUPPORT WORKERS Office Machine Operator 20
Outbound Contact Centre Consultant 30
Total 101
Automotive Parts Salesperson 122
SERVICE AND SALES WORKERS Motorised Vehicle or Caravan Salesperson 1676
Total 1798
Automotive Motor Mechanic 297
Boiler Maker 40
Diesel Mechanic 54
Fitter and Turner 20
SKILLED AGRICULTURAL, FORESTRY, FISHERY, Forklift Mechanic 73
CRAFT AND RELATED TRADES WORKERS - -
Lift Mechanic 15
Metal Machinist 20
Pipe Fitter 60
Welder 80
Total 659
Metal Processing Plant Operator 117
PLANT AND MACHINE OPERATORS AND Product Assembler 75
ASSEMBLERS Reinforced Plastic and Composite Production
105
Worker
Total 297
Metal Engineering Process Worker 41
ELEMENTARY OCCUPATIONS Plastics, Composites and Rubber Factory Worker 23
Total 64
Grand total 3391

There has been a decrease in demand for people at the lower occupational levels despite the
fact that the lower skills categories such as elementary workers still constitute 19% of
employees in the sector (merSETA WSP, 2018). The data seems to suggest that there are ever
fewer jobs available within the low skilled and unskilled levels despite the fact that this is
where the majority of workers are situated. There is most variety with respect to the types of
skilled trades.

There appears to be a high demand for sales workers and managers are earlier indicated

however technicians appear to have reduced demand in terms of volume, with only the credit
and loans officer occupation being HTFV for occupations with more than 15 vacancies unfilled.
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3.2 SKILLS GAPS IN THE SECTOR

According to the DHET SSP framework, skills gaps refer to “skills deficiencies in employees or
lack of specific competencies by employees to undertake job tasks successfully to required
industry standards. Skills gaps may arise due to lack of training, new job tasks, technological
changes, or new production processes, to list a few. The term ‘top up skills’ also refers to skills
gaps and usually requires a short training intervention”.

Throughout this document the notion of future skills has been noted in light of globalisation
and competitiveness, re-industrialisation and advanced manufacturing. Along with these
trends arise critical skills and skill sets which are required by workers that are not necessarily
found in traditional institutional learning (merSETA Supply and Demand Study, 2018). The
world of work is changing as so is the notion of a workplace. In order for workers to keep pace
and remain viable over time, they need to possess key skills that will allow them to be more
successful in their work and more marketable to relevant sectors.

Analysis of skills gaps information yielded the following:

Figure 22: Skills gaps by occupational group (merSETA WSP, 2018)
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It has been noted previously noted that with automation on the shop floor, workers need to
be re-skilled and up-skilled to take on opportunities. In order to do this, workers must possess
key behaviours and mindsets in order to navigate a successful, progressive career. It may even
be said that from the time workers start their training, they should already have a good
grounding on which to develop critical skills for success. An example of this is when
apprentices attended a focus group discussion for an innovation initiative being developed by
the merSETA to implement an ICT enabled platform to track learning and WIL. The developers
and researchers noted that young apprentices felt hopeless with respect to their situation
because they are well aware of the difficulties in accessing employment opportunities.
However, they also note that they entered the apprenticeship due to a lack of any other
opportunity given and a limited ability to finance occupational training themselves. This may
indicate that the workers of the future have not identified with their “chosen” trade, they feel
hopeless and moreover there seems to be a hesitance to engage in technologies beyond
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mobile messaging and social media.® Further research is required to better understand the
skills gaps that exist in the predominant mer sector occupations. As such, this section is
dominated by desk research, although the COMET study as well as Chamber research reports
reveal key findings in this regard.

The reasons for skills gaps are outlined in Figure 23 below. It would appear that overall the
notion of a changing workplace is the main driver of skills gaps, thus technology and new
processes are high on the list for most occupational categories followed by a lack of
experience and relevant qualifications.

Figure 23: Reasons for Skills gaps by occupational group (merSETA WSP, 2018)

100 200 300 400 500 600 700

o

New technology

New work processes

Lack of relevant experience

New products

Lack of relevant qualifications

B Managers M Professionals Technicians  mClerical  m Service & Sales Skilled Craft & Trade

Based on further discussions and desk research the following gaps are highlighted:

Critical thinking and problem solving seems to be challenging in the current training space as
demonstrated by the COMET study. Learners demonstrated low holistic problem solving
competence, skills demonstrated reflect the challenges of limited lecturer competence and
the emphasis on theory (Jacobs, 2017). These traits are important in most, if not all
occupations of the future, according to Tony Wagner (2017). The workforce today is organized
very differently than it was a few years ago. What we are seeing is diverse teams working on
specific problems, as opposed to specific specialties. Managers do not have all the answers
and solutions—teams have to work to find them.

Collaboration and leadership as already discussed, is the key to solving problems and requires
a particular mind set as well as the ability to work with others in teams. In order to get teams
to work effectively, leadership skills are required that embrace positive influence rather than
exerting authority. When one considers those apprentices who felt insecure about their
future, perhaps being afforded opportunities to achieve goals through collaboration and
effective leadership would strengthen their resolve. This could be likened to Blooms
Taxonomy as presented by Prof Bawa (NSA, 2017), the domains of learning comprise mental
skills or knowledge, manual skills or doing and affective components related to emotions and

8 These sentiments are based on a preliminary focus group with apprentices for one of merSETA’s innovation projects, the final
research report will be made available upon completion of the project.
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attitudes. Our initial interviews with stakeholders highlighted the need for emotional
intelligence, this was highlighted by both labour organisations as well as employers. These
three domains can enable the worker or learner to use theory to do a particular task, assess
the outcomes and feedback and master the skill/s over time. These dimensions can positively
influence the workplace and foster innovation. Communication is a key skill in this respect and
as many sectors move to more knowledge based activities, the ability to communicate
effectively is key.

Resilience, agility and adaptability is highly important in modern workplaces. As companies
need to adapt to changing consumer needs, so too workers should be able to adapt and learn
new skills. Lifelong learning is a concept that all workers must take on to remain viable across
all levels (this was confirmed by most interview respondents). Some skills are becoming
redundant with changing technologies and the pace at which technology develops is faster
than ever. Workers in the mer sector must adopt skill sets that allow them to take on these
challenges either through taking on a parallel function or deeper specialisation in their current
function. There is a need to reconsider the focus of education and training in light of these
skills gaps; the mode of delivery is important and making training relevant to the real world
scenario is key. Many of these skills are related to lifelong learning and can be instilled in
learners prior to them entering the post schooling phase. Taking into consideration the key
driver of adopting a training framework for the needs of the current and future workforce as
highlighted in chapter 2, the system must also ensure that trainers and lecturers are
themselves able to embody these critical skills.

3.3 EXTENT AND NATURE OF SUPPLY

3.3.1 Current Supply

The stock of skills available to the metals, automotive and plastics manufacturing sectors
includes the group of people currently employed (as described in the sector profile). Current
unemployed people who were previously employed in the sector, must also be considered as
part of the current supply of skills. The sector has shed jobs year on year since 2008.

3.3.2 Higher Education and Training

While a range of general qualifications from the Higher Education and Training (HET) sector
in the areas of finance, accounting, human resources and Information and Computer
Technology (ICT) are utilised in the merSETA sector, the output of engineers is most relevant.
Particularly in the fields of electrical engineering, mechanical engineering, chemical
engineering, industrial engineering, and metallurgical engineering.

Figure 24 below, shows the total number of graduates with national diplomas in selected
engineering fields from 2003 to 2016. These graduates become available to the national
economy as engineering technicians in the relevant engineering disciplines. Electrical
engineering continues to have the highest output (1702 in 2016), followed by mechanical
engineering (908 in 2016) and chemical engineering (555 in 2016) (HEMIS, 2018). Output from
all fields has increased substantially over the fourteen-year period, although a slight decrease
in output was reported in all fields except for electrical and industrial engineering when
compared to the output of 2015 (HEMIS, 2018).
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Figure 24: Number of National Diplomas Awarded in Selected Engineering Fields: 2003-2016 (Source: CHE,
HEMIS, 2018) ** Latest available data
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Figure 25 below, shows the number of first degrees awarded in the same selected engineering
fields during the ten year period of 2003-2016. Upon successful completion of their
qualifications and a minimum three years practical experience, these graduates become
available to the national economy as engineers or engineering technologists and can register
with ECSA as professional engineers or engineering technologists in their respective fields.

In 2010, a decrease in total output was reported across all fields except electrical engineering
which showed a 3% increase during the same year. In the following year (2011) increase in
output was the greatest in mechanical engineering (923) followed by electrical engineering
(863), and chemical engineering (519) (HEMIS, 2018).

Compared to 2015, the output of all engineering fields except for electrical engineering
increased slightly in 2016 (Figure 25). Despite the limited increase, the effects of the “fees
must fall” campaign in October 2015 are still evident as the output rates have not recovered
to pre-fees-must-fall rates in 2014 (HEMIS, 2018).

Figure 25: First Degrees Awarded in Selected Engineering Fields: 2003-2016 (Source, CHE, HEMIS, 2018)
** Latest available data
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Importantly, graduates with national diplomas and first degrees from the HET system have to
meet the needs of all sectors of the national economy that require these skills, and not only
the needs of the manufacturing, engineering and related services sectors. Competition
between sectors is strong because, despite the positive growth in output in all fields, these
increases have not been sufficient to alleviate the shortages of these skills in the country. As
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such, direct support for the generation of these skills through incentive schemes such as
bursaries plays a critical role in channeling graduates into the manufacturing, engineering and
related services sector.

A study conducted by the Human Sciences Research Council (HSRC) found that the
engineering skills development pipeline is not only long, but is also being adversely affected
by a number of factors. One of these factors is the poor-quality schooling system in South
Africa, with low enrolment in the critical subject areas of maths and physical science
(combined with low-quality teaching and low pass rates in these subjects), which poses a
fundamental challenge to growing the national pool of engineers. Engineering faculties also
compete with other faculties for enrolments from a small pool of eligible school leavers,
among whom Africans are still under-represented (HSRC, 2013).

Poor school preparation is a factor of poor engineering throughput rates, together with other
issues such as the increased engineering class sizes; the difficulty some students have in
accessing study finance; and limited workplace-training opportunities, which are compulsory
for graduation for students from the universities of technology (Du Toit and Roodt, 2009).
Another key factor, is the difficulty candidate engineers (having successfully passed their
academic studies) have in obtaining mentorship support that would allow them entry into and
registration with ECSA. This challenge, arising out of historical racial and gender imbalances is
a serious threat to retaining these high potential candidates for the sector.

3.3.3 Learnerships and Apprenticeships

Since its inception, the merSETA has registered 83 382 apprentices on apprenticeships and 89
461 learners on learnerships. The predominant trades attained through apprenticeships
include motor mechanic, diesel fuel injection mechanic, electrician (engineering), fitter and
millwright. In the same period, a total of 49 743 apprentices qualified as artisans in the sector
and another 48 823 learners successfully completed their learnerships (QMR, 2018). The most
dominant learnership programmes completed include welding application, automotive
components: manufacturing and assembly, production technology, automotive repair and
maintenance and metals production (QMR, 2018).

The annual registration and completion figures for apprentices and learnerships since 2002
are shown in Figure 26 and Figure 27 below. It is clear that apprenticeships and learnerships
form a crucial part of the supply of skills to the sector. Therefore, the merSETA continues to
support the uptake of these learning pathways and continues to monitor trends in
registrations and completions.
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Figure 26: Apprenticeships Entered and Certified (merSETA QMR, 2018)
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Figure 27: Learnerships Entered and Certified (merSETA QMR, 2018)
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3.3.4 TVET Colleges

Traditionally, TVET college programmes in engineering have been very limited and narrow in
content as they were designed to meet the demands of manual low-skill and low-wage
industries. This has resulted in challenges for universities and universities of technology in
their attempts to recognise these qualifications for articulation purposes. According the
merSETA QMR data, the main trade areas studies towards in TVET Colleges in the
manufacturing sector include among others Electrical engineering, boilermaker, diesel
mechanic, and engineering and related design (QMR, 2018). Additionally, as the work-
experience component of training is not enforceable, employers have been reluctant to
accept these students.

TVET colleges form a critical component of the current training capacity of artisans. TVET
colleges offer training for the NQF Level 4 National Certificate (Vocational) (NCV) and merSETA
currently has relationships with the majority of TVET colleges. Through partnerships with
public TVET colleges, the merSETA is increasing the artisan development pipeline through the
NCV artisan training programme. This programme has offered NCV learners an alternative
pathway to becoming artisans, besides following the traditional apprenticeship pathway.

Government has highlighted the long-term importance of TVET colleges in generating the
skills that will assist the nation in reducing poverty and unemployment, and their short-term
importance in generating the skills required to support the SIPs. As such, the support and
growth of this form of education and training has become a major focus of government
intervention. The White Paper for Post School Education and Training, reiterates that the
DHET's priority is to strengthen and expand public TVET colleges and turn them into
institutions of choice for school leavers (DHET, 2013).
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3.3.5 Qualifications Developed by the merSETA

Companies in the manufacturing, engineering and related services sector are involved in a
range of training and development initiatives that focus on developing the skills of their
employees. Such initiatives supplement, but also build on the training that supplies new skills
to the sector. This training and development of the current workforce forms a critical source
of skills supply. merSETA qualifications registered with SAQA range from NQF Level 1 to Level
5 and the majority of these qualifications are attained through learnerships. The merSETA
skills programmes are made up of unit standards or groups of unit standards that belong to
these qualifications.

3.3.6 Management and Supervisory Development

Managers and supervisors in the metals, automotive and plastics manufacturing sectors need
a combination of industry-specific knowledge and technical knowledge of skills in the
functional area to be managed, as well as supervisory and management skills. In most
instances managers and supervisors are drawn from within the workforce (and therefore,
already have technical and functional knowledge). Further skills development happens
through combinations of formal training programmes such as Masters of Business
Administration (MBA) programmes as well as short courses and in-service training. The limited
supply of particularly black managers means that a focus of this form of training for potential
managers from previously disadvantaged backgrounds will remain critical into the
foreseeable future. The merSETA’s Women in Leadership programme is one such significant
example of programmes aimed at developing potential managers and business leaders from
previously disadvantaged backgrounds.

3.3.7 Skills Programmes

A skills programme is a structured learning programme that comprises an agreed cluster of
unit standards drawn from a NQF registered qualification. A skills programme may specify the
sequence in which the unit standards must be achieved and the practical (workplace)
experience that forms part of the programme. A completed skills programme therefore
constitutes credits towards an NQF-registered qualification. Skills programmes continue to
form an important part of the training and development of the occupational groups ‘plant and
machinery operators and assemblers’ and ‘elementary workers’. Registration in skills
programmes has increased steadily. Between the 2011/12 and 2017/18 financial year, a total
of 62 860 learners were registered in skills programmes with 26 893 qualifying during the
same period (see Figure 28). This is possibly linked to the new focus on post qualification
specialisations or new technology/product related skills training.

Figure 28: Skills Programme Registrations and Completions: 2011/2012-2017/2018 (merSETA QMR, 2018)
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3.3.8 Adult Education and Training (AET)

Adult Education and Training (AET) is especially prevalent among the relatively large group of
lower and semi-skilled. A substantial 19% of the sector’s employees are employed as
elementary workers and are likely to have formal educational levels below NQF Level 4. A
proportion of those employed as plant and machine operators and assemblers (especially
older employees) are also likely to have comparatively low levels of formal education and still
require ABET, but this is becoming less demanded as the sectors educational levels increase
over time — even at lower occupational groups, this is confirmed by sector interviews as well
merSETA research. AET is critical to the sector’s ongoing need to raise general skills levels and
support the acquisition of critical core skills and health and safety skills.

3.4 TRAINING TO MEET THE NEEDS OF INDUSTRY 4.0

The SSP has identified the fourth industrial revolution and skills requirement to meet the
needs of advanced manufacturing practices as key drivers for the mer sectors. The SETA is an
intermediary mandated to ensure that a competent workforce is developed in line with
industry requirements, as such a key focus is the development of the current workforce, this
needs to pay cognizance to the current economic situation, align to government strategy and
meet employer needs at a practical level. In order to ensure that we develop a workforce that
is future ready, the merSETA cannot omit the need to upskill, reskill and (given recent research
findings) multi-skill the workforce

Schwab (2015) affirms that technological breakthroughs that have been made in fields such
as artificial intelligence, data mining, robotics, the Internet of Things (loT) and 3-D printing
etc. will continue to shape the future of production and ultimately the labour market.

Frey et al (2013) postulates that more sophisticated software technologies are disrupting
labour markets by making workers redundant and routine jobs are replaced by machines. The
manufacturing sector has been hard hit in this regard, as evidenced through mass
retrenchments (particularly in the metal sector) and the need to support industry through
support schemes such as the Training Layoff Scheme (TLS) and a merSETA initiative in
partnership with labour organisations called the Retrenchment Assistance Programme (RAP).
It is critical to assess and take stock of necessary interventions to prepare the workforce for
the opportunities offered by the Fourth Industrial Revolution. It is clear that workers must
have the ability to be adaptable to new tech systems and remain employable. Therefore we
raise the need to understand the concepts of reskilling, up-skilling and multi-skilling.

CEDEFOP (2008) define upskilling as a short-term, targeted training normally provided after
initial education or training, and aimed at supplementing, improving or updating knowledge,
skills and competences acquired during previous training. Several examples can be drawn in
some of the occupations within the manufacturing sectors of the merSETA trades. The
specialisation of a motor mechanic is evolving over time because of the technological
advancement that are being introduced in the automotive industry through robotics. This can
be attributed to the emergence of electric cars, self-driving cars and computer box cars that
required additional educational and a technical know-how from the workers. The below table
is an example of the vision of future production for a Machine Operator occupation.
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Table 14: Example of the vision of future production for a Machine Operator occupation (Source: Workforce of
the Future, 2018)

CURRENT TASKS FUTURE TASKS
— Set up machines using blueprints, adjust —  Set up robotic machine workers, with the
settings (speed and temperature), monitor appropriate setting
machine for usual sound or vibration and —  Supervise robotic production process,
maintain machines supported by sensor data from the whole
— Inter material into machines and remove production line
finished products — Train, maintain and repair robotics to ensure
— Test finished work pieces steady quality and productivity

The notion of reskilling entails training that seek to train workers to acquire new skills that
give access either to a new occupations or to new professional activities (CEDEFOP 2008,
Europe). The merSETA provides a good example of reskilling through its Recognition of Prior
Learning programme that links theoretical and practical knowledge in order to attain a
recognised trade qualification.

Multi-skilling can be understood as the capability of individuals to perform multiple tasks
within their working environment. The exponential technological input in the manufacturing
production causes a threat to jobs and occupations that are routine. The merSETA has seen
high levels of success across the industry in the millwright qualification due to the fact that it
combines fitting and turning with electrical competencies (essentially combining two trades).
Given the finding of the primary research references throughout the SSP, particularly the rise
in number of small and medium enterprises, there is a need for workers to be able to carry
out multiple tasks rather than focusing on a small specialised task or skill. Multiple skills can
be viewed as an enabler of workers to perform different tasks at their workplace. In addition
however, a broader prospective should focus on the manner in which the fusion between
digital, physical and biological space driven by technology shapes the emerging production
processes and new occupations. Robotics can be used an example that requires multi-skills
because it is a field that integrate engineering and science which include motors, sensors, and
programs, control and information processing. Workers with up-to-date knowledge and skills
to maintain and use existing robots are positioned on the competitive edge of the labour
market.

As the basis to provide the workforce (both the current workforce and new labour market
entrants) with access to education that is relevant and contextual in the Forth Industrial
Revolution, an ICT course can be added as a pre-requisite module. In addition, Science,
Technology Engineering and Mathematics (STEM) continues to be a critical need to address
the country’s skills problems. According to Paul Dunne, chief executive of Digital Skills
Academy, cited in Mail and Guardian (2017) skills that would be in-demand in future globally
will include computational thinking, or the ability to manage data processed individually and
identify patterns; understanding data analytics, computer programming and design skills,
customer-centred digital design skills, new media literacy and digital innovation skills. Some
of the skills that will be added to specialised skills within occupations involve soft skills like
problem solving, interpersonal skills and analytical skills.

In discussion with sector stakeholders, even high level strategists have intimated that it is
difficult to predict what specific occupations will emerge in the near future but they all seem
to confirm that there need to be a shift in mindsets in line with the notions of being agile,
adaptable and emotionally intelligent as well as the need to ensure that workers are able to
grasp concepts of big data analytics, ICT and artificial intelligence which leads to greater
efficiencies and improved quality of production. Therefore the merSETA must ensure a focus
on both skills gaps (critical and top up skills) as well as technical abilities to carry out
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occupational requirements. It was suggested that dual trades could offer workers more
possibilities in terms of lateral movements as well as horizontal movements as they navigate
their career pathways.

3.5 SKILLS SUPPLY SIDE CHALLENGES

3.5.1 General Education and Training (GET)

The output of the General Education and Training sector to the overall supply of skills for the
merSETA sector is important in two key ways. First, the number of learners graduating with
mathematics and physical science as subjects at grades that support entry and success at
higher education level in qualifications such as engineering has a direct impact on the ultimate
availability of these high-level skills for the economy and the merSETA sector.

Figure 29: Percentage Mathematics and Physical Science Pass Rate (Achieved at 30%) (NSC Examination
Report, 2017)

60 @ - —
50 \ M —0
40
30
20
10
0
2013 2014 2015 2016 2017
==@== Vlathematics 59,1 59,3 49,1 51,1 51,9
Physical Science 67,4 61,5 58,6 62 65,1

When comparing the average pass rates of mathematics and physical science for 2014 to
2015, mathematic declined from 59.3% to 49.1% and physical science declined from 61.5 %
to 58.6%. Since the decrease in 2015 for both subjects, the average pass rate for both seems
to be steadily increasing with a 0.8% increase for mathematics between 2016 and 2017 and a
3.1% increase between 2016 and 2017 for physical science (NSC Examination Report, 2017).
However, despite this increase in average pass rates for the subjects during 2016 and 2017,
the total number of learners who wrote these tests decreased (Mathematics decreased by 8%
and Physical science by 7%). This is concerning and limits the higher education system from
increasing access to and success in many of the high-level scarce-skill occupational
gualifications.

3.5.2 Dropout Rates

It has been emphasised that in South Africa, a large number of engineering students tend to drop
out of university within the first two years and that by the fourth year, in certain technical
disciplines, as few as 10% of the original first year class graduate (Business Tech, 2015). A
study conducted by the Engineering Council of South Africa in, found that for the four-year
engineering undergraduate programmes offered by HEls in South Africa, only 30% of first year
enrolments graduate after five years while 56% of first year enrolments drop out of university
(AEEA, 2016). Dropout rates are also worse among students from historically disadvantaged
communities (Stellenbosch University, 2017).

Factors affecting dropout rates are varied and typically include academic factors, financial
constraints, insufficient guidance for young people, insufficient tracking and monitoring student
progress (especially in the first year), living arrangements and whether they have chosen a course
of study that matches their interests and abilities (ILO, 2018; Daily Maverick, 2017). The large
number of dropout rates at university, results in a loss of opportunity to these students who
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dropout and a loss to the economy of more highly trained workers (Daily Maverick, 2017). To
improve the number of learners completing their studies, funding should reward graduate
output without reducing the opportunities of learners from disadvantaged backgrounds (The
Presidency, 2014).

3.5.3 SIPs Centers of Specialisation (CoS)

The DHET identified thirteen priority trades for the construction of the Strategic Integrated
Projects (SIPs) of the National Infrastructure Plan and for other projects. In response to the
demand for these trades, the DHET established 26 CoS at selected TVET colleges. The CoS
functions as dedicated sites to the delivery of specific occupational qualifications (College of
Cape Town, 2018). The CoS Programme is important for the country in that it will produce a
new model for training of apprentices and seek to ensure the quality of skills that employers
seek are developed through a mandatory public college-industry collaboration (Sacci, 2018).

3.5.4 Competition for Skills with Other Sectors

The manufacturing and engineering sector competes with other sectors to attract engineering
graduates whose skills are sought after in other sectors such as construction, finance, ICT,
energy and mining etc. The movement of skilled artisans and engineers across the sectors also
pose a supply-side challenge for the manufacturing, engineering and related services sector.
Attractive working conditions in other sectors may be a pull factor for engineers, technicians,
artisans and professionals in the merSETA sector. The decline of the manufacturing sector
which has been coupled with declining employment in this sector as indicated in previous
chapters has reduced the attractiveness of this sector.

3.5.5 Employability of merSETA Graduates in the Labour Market

There is a general belief that companies prefer the traditional apprenticeship pathways.
According to the merSETA 2016 tracer study, 84% of the learners who had completed
apprenticeship programmes were employed. Of the 84% employed 49% were retained in full-
time employment by their initial employer while 25% were employed full-time by a different
employer. About 10% of the learners were employed part-time while 16% indicated they were
still unemployed. According to Stats SA’s labour market dynamics report 2016, in general
people with tertiary level qualification are more readily absorbed into the labour force than
those with lower level education (matric and below). This data does not categorically state
the absorption rate of TVET (previously FET) band graduates, therefore more analysis is
required specifically focusing on mer sector employees.

3.6 PIVOTAL LIST

As mentioned earlier in the chapter, HTFVs are not a good indicator of sector priorities as they
tend to represent immediate demand and are subject to economic conditions and company
policy, e.g. freezing headcount or expanding portfolios rather than additional recruitment. In
addition, they are not an indicator of emerging skills requirements and the need for particular
sets of skills within occupations. As such the methodology for identifying occupations on the
PIVOTAL list includes findings from primary research projects, stakeholder SSP interviews,
recommendations from committee members and management.

The PIVOTAL skills list represents the mer sectors priority skills requirements related to
occupations aligned to the OFOQ, it comprises a ranked list of occupations in high demand. It
is drawn up by the merSETA as described above, and considers the following inputs:
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merSETA 2017 PIVOTAL list
Chamber requirements

WSP data

PIVOTAL Skills Plan

Discretionary data (where occupations are indicated)

DHET NCAP data

Other national skills lists have been utilised in the past and are still entrenched in the analyses
used for the previous skills lists, these include the Top 100 Occupations in High Demand

produced by DHET, the SIPs scarce skills list and the Home Affairs list of scarce skills.

The PIVOTAL list gives a national indication of occupations in high demand. merSETA in its
mandate as an intermediary continues to support interventions which are intrinsic to ongoing
sector need as well as interventions to support innovation, research & development, special
projects and national imperatives. This means that merSETA does fund interventions that are

not on the PIVOTAL list as per the discretionary grants policy.

Having considered the methodology as explained, the PIVOTAL list is presented below.

Table 15: merSETA PIVOTAL List

New
Rank OFO Code OFO Description Auto Metal Motor | Tyre Plastics
Production / Operations Supervisor X x X X
1 2017-312201 (Manufacturing)
Production / Operations Manager X X X X
2 2017-132102 (Manufacturing)
3 2017-653101 | Automotive Motor Mechanic X X X
4 2017-311501 | Mechanical Engineering Technician X X X
5 2017-432201 Production Coordinator X X X
6 2017-653303 Mechanical Fitter X X X
7 2017-684905 | Vehicle Body Builder X X X
8 2017-643202 | Vehicle Painter X X X
9 2017-214102 Industrial Engineering Technologist X X X
10 2017-672104 | Electronic Equipment Mechanician X X X
11 2017-441903 | Program or Project Administrators X X
12 2017-653306 | Diesel Mechanic X X
13 2017-832901 Metal Engineering Process Worker X X
14 2017-671101 Electrician X X
15 2017-718905 | Automated Machine Operator X X
16 2017-721901 Product Assembler X X
17 2017-832910 | Component Fitter X X
18 2017-718905 | Engineering Production Systems Worker X X
19 2017-714101 Rubber Production Machine Operator X X
20 2017-242210 Business Administrator X X
21 2017-334102 | Office Administrator X X
22 2017-684305 | Quality Controller (Manufacturing) X X
Safety Health Environment and Quality X X
23 2017-226302 Practitioner
Plastics Production Machine Operator X X
24 2017-714204 (General)
25 2017-122102 | Sales Manager X X
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The envisaged outcomes of the interventions are dependent on demand through the grants
application process. For the most part PIVOTAL interventions point to full qualifications in
instances of a bursary, apprenticeship or learnership (although the learnership model also
lends itself to modular learning in terms of acquiring skills sets). Skills Programmes would
result in a part qualification and does give support to the finding of a higher need for workers
with skills sets. All PIVOTAL interventions result in a full or part qualification aligned to NQF.

3.7 CONCLUSION

This chapter reflects on the categories of skills development needs in the merSETA sector that
have been alluded to in the previous chapters. In respect of the specific skills that need
focused attention, the PIVOTAL list of occupations in high demand is also presented in this
chapter as well as skills gaps that need to be considered. Overall, a range of factors will impact
on the future of skills supply and demand in the sector. These factors include future growth
of the economy, the implementation of interventions aligned with national strategies
including transformation, a demand for higher level skills in the sector and the demand for
better the quality of skills supplied including skills gaps. Interventions cannot only take into
consideration skills that are listed in the PIVOTAL list of occupations in high demand, but the
merSETA must also support skills that keep the sector going as well. Future skills must be
researched more closely and interventions tailored to meet these needs must be
implemented through special projects and innovations aimed at meeting industry needs.

Automation and technological advances require re-skilling, up-skilling and multi-skilling.
Stakeholders have highlighted the demand for interventions fit for provision of skills for the
future, but at the same time the sector must produce skills now for skills that are becoming
redundant. Ultimately, merSETA must become ever more innovative regarding skills
provision, taking on for itself agility and adaptability by better servicing both learners and
employers. This requires leadership with respect to unpacking issues highlighted in this SSP
and deliberating on acceptable approaches through current interventions and innovations as
well as identifying key partnerships or projects to support sector demands.

Finally, there is need for up-scaled efforts to secure shared and inclusive growth,
transformation of ownership and management control and empowerment through decent
jobs, especially in labour-intensive sectors.
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4 PARTNERSHIPS

The purpose of this chapter is to report on partnerships, assess the existing partnerships,
highlighting successes and challenges and the approach to identify potential new
partnerships. The basis on which partnerships are established stems from the NSDS Il
Partnerships inherently implies that partners share the responsibilities of fulfilling the
objectives of the agreement. Ultimately partnerships culminate in improvements in terms of
efficiency, quality and impact of skills development and training which produces a skilled and
capable workforce.

4.1 EXISTING PARTNERSHIPS AT THE MERSETA

The partnership model is one that has been adopted by all SETAs in an effort to not only fulfil
the SETA mandate, but also to work and collaborate with key role players in the Post School
Education and Training landscape, employers in the sector and civil society to promote skills
and competencies in the sector, assist the sector to be more competitive as a result of
improved skills and aid government imperatives of transformation, poverty reduction and
equality.

The guiding principles for partnerships has stemmed from the NSDS lll, the White Paper for
Post School Education and most recently, the National Skills Development Plan. The NSDP
states that skills development efforts should:

e Endeavour to produce an integrated post schooling system
e Contribute to wider national objectives

4.1.1 TVET College Partnerships

In order to strengthen and expand TVET colleges and turn them into institutions of choice for
school leavers as highlighted in the White Paper, merSETA continues to strengthen its
partnerships with TVET colleges. Partnerships with TVET colleges rests on two pillars, firstly
these partnerships promotes the quality and responsiveness of TVET teaching, learning and
assessments. Second, these partnerships are established to facilitate access to learning
opportunities so that TVET graduates can either gain artisan status or become employable,
this includes Recognition of Prior Learning (RPL).

The merSETA has entered into partnerships with 38 TVET colleges and has almost 70
partnership agreements. The majority of these partnerships focus on learning pathways
towards learners progressing to become trade-tested artisans. The partnerships have a
national TVET college footprint in all nine provinces, inclusive of colleges in rural areas. On
completion of the National Vocational Certificate (NCV) in engineering studies, learners often
have difficulty finding work due to a lack of work-integrated learning (WIL) during their
studies. merSETA supports the NCV4 to artisan programme, partnering with TVET colleges to
supplement institutional learning, participate in WIL qualify for trade testing. The aim is to
qualify NCV learners as fully-fledged artisans over a period of 24 months. The merSETA
supports lecturers at TVET colleges through several of the partnership agreements, aimed at
the professional development of the lecturers in engineering studies. The support provides
lecturers, who are not trade-tested artisans, to spend a period of 18 months in merSETA
industries concluding in a trade test, there have been some challenges in this initiative which
is explained later in this chapter. Further TVET partnerships include training on a spray paint
simulator which is part of future skills training using scenarios on a simulator prior to entering
the workplace.
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Figure 30: Map of TVET Colleges who have Partnership Agreements with merSETA

 Northern Cape Rural TVET College
Northern Cape

Eastern Cape

4.1.2 National and Provincial Government Partnerships

merSETA has entered into partnerships with national and provincial government entities in
order to align to national priorities and assist with regional skills development interventions.
Focus areas of these partnerships include the following:

Supporting youth to attain qualifications in the trades or engineering

Supporting efforts of the UIF to assist employees whose employers are in distress to
attain skills that will be worthwhile should they end up being retrenched

Supporting the Department of Correctional Services to provide skills to inmates and
offenders awaiting parole

Supporting public works programmes for learnerships and apprenticeships in the
merSETA scope of coverage

Partnering with NSFAS to offer bursaries to underprivileged youth in the field of
engineering

Partnering nationally with the Office of the Premier in most provinces to provide skills
opportunities through apprenticeships, learnerships and skills programmes

Ultimately, national partners assist in the areas of skills development, transformation, poverty
reduction and social justice. These partners in collaboration with the merSETA are able to
reach more needy beneficiaries and give skills opportunities to people across all provinces. A
summary of these partnerships is provided in Table 16 below.
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Table 16: National and Provincial Government Partnerships
PARTNER PROVINCES SCOPE OF WORK
Dept. of Basic Education

Providing opportunities for unemployed learners on trade

MP .
MP related learning programmes
Dept. of Public Work
ep.t of Public Works National Apprenticeships and Learnerships ending in a trade test
National
Fundi 1201 hnical
Dept. of Basic Education unding grade _ 0 §arners on tec nlc.a programmes to
Gp GP access apprenticeships through technical schools in rural
areas
Dept. of Correctional EC, FS, NC, | Funding of inmates and offenders awaiting parole on skills
Services GP, KZN, programs
Dept. of Economic wcC Training and development of artisans

Development & Tourism

Dept. of Public Works LP LP, MP Apprenticeship training

Dept. Small Business Internships and work experience. Skills Programmes. Support

National
Development ationa for cooperatives and entrepreneurs
NSFAS National Bursaries in engineering and related fields
Supporting Apprenticeships, Internships, Skills Programmes,
) . FS, KZN, LP, . . .
Office of the Premier NW. WC Candidacy and small business development in the
’ manufacturing and engineering sectors
Saldanha Bay IDZ EC Skills programmes
Dept. of Labour, UIF National Training layoff scheme and Skills Development Projects for

unemployed youth and retrenched workers

4.1.3 Partnerships with Higher Education Institutions

The merSETA has entered into partnership agreements with Higher Education Institutions
(HEIs) for numerous purposes, these include inter alia qualification development, research
related partnerships, delivery of operational targets through bursaries related to the
engineering and manufacturing sectors with a focus on transformation and empowerment of
previously disadvantaged individuals who would otherwise not have the opportunity to
further their studies. To this end, the merSETA works with the HEIs to support undergraduate,
post graduate and doctoral candidates. Importantly, candidates on post graduate and
doctoral bursaries centre their research on topics related to the mer sectors.

Critical to these partnerships as per the White Paper, is the role of SETAs in bringing the
education fraternity and industry closer together. From a national perspective this bodes well
for sector development as well as for critical skills development in areas of research
development and innovation. As a SETA grounded in vocational training, these partnership
also leverage support for improving skills of lecturers in TVET colleges. Table 17 below,
provides a brief summary of merSETA’s HEI partnerships.

Table 17: Partnerships with Higher Education Institutions

UNIVERSITY NAME SCOPE OF THE PARTNERSHIP
Placement of learners for WBL and experiential learning

Cape Peninsula University of Technology | Wind turbine qualification

Bursaries related to the manufacturing and engineering sector
Placement of learners for experiential learning

Central University of Technology Free Development of TVET Lecturers
State New generation career development tools

Bursaries related to the manufacturing and engineering sector
Durban University of Technology Industry based research through post graduate studies

Mangosutho University of Technology P1 and P2 student support

Bursaries related to the manufacturing and engineering sector
Development of School Learners & Teachers in Maths & Science
Future manufacturing skills project

Research project related to NC(V)4 to Artisan

Nelson Mandela University
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UNIVERSITY NAME

SCOPE OF THE PARTNERSHIP

Skills & Enterprise dev for SMME's

TVET Research

Chair in Engineering

Support for TVET-Marine programmes

Youth Livelihoods qualitative research focusing on how youth sustain
themselves through informal work in the manufacturing sector

North West University

Advanced Manufacturing, Electric Car Development, Composites and
lightweight structures, Improving Access programme

Tshwane University of Technology

Bursaries

Qualification Development

Research Chair in Manufacturing Skills

University of Cape Town

Internships and experiential learning

Bursaries relating to the engineering & manufacturing sector

UNISA

Career development framework

University of Johannesburg

Bursaries for under graduate, post graduate and doctoral studies in
mechanical, electrical and industrial engineering

Student placements for WBL in small businesses

University of Pretoria

Bursaries in engineering and manufacturing related fields

University of the Free State

Training to vocational teachers to improve the quality and increase the
number of SET entrants. Research and Development of Green Building
mechanical use Index, In-service teacher training to stimulate critical
technical habits of minds Provision of micro-botics classes at high schools

University of the Western Cape

Support for postgraduate studies and supervision

Development of TVET lecturers

Stakeholder communication enhancement project

Training assistance & tutors for expanded curriculum programme

University of the Witwatersrand

Funding of 6 under-graduate Thusanani bursars for 2017

Engineering Graduate placement, Breaking Institutional Boundaries
project, Tutorial Project, part Time engineering Learning pathways access,
Targeting Talent programme

Priority skills as identified by merSETA SSP and WITS

University of Venda

Empower rural learners in Science, Engineering and Technology

Funding of various innovation, research and support programmes

Vaal University of Technology

Bursaries related to the manufacturing and engineering sector

Skills & Enterprise development for SMME's

Walter Sisulu University

WSU turnaround strategy in support of the Minister of DHET's five key
priorities.

4.1.4 Social Partnerships

merSETA has established partnerships with civil society, labour unions and community based
organisations for worker education. These partnerships require collaboration between the
merSETA, social partners, private and public training providers. These include:

e Worker training (shop steward and legislative training) and bursaries in partnership
with labour unions affiliated with the merSETA including NUMSA, UASA, MISA and
Solidarity

o Cooperatives support and training

e People with disabilities are supported through training by partnering with nonprofit
organisations

e Future skills training initiative for operators and unemployed learners which entails
the upskilling of workers and unemployed at operator level in partnership with the EC
Automotive Industry Forum and Mercedes Benz
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4.1.5 International Partnerships
merSETA has partnered with international agencies in an effort to keep abreast of
developments in key sectors to assist in the development of national apprenticeship training
as well as experiential learning. There are currently two such partnerships:
e British Council
o Partnerships between SA and UK TVET institutions for leadership development.
Fifteen colleges have already benefitted from this partnership.

e Chinese Culture and International Education Exchange Centre
o This program was implemented in 2017 and placed learners in Chinese
workplaces for workplace learning. This exposed the learners to what is
considered a high tech, structured work environment, these learners were
then able to bring their experiences back to South Africa.

4.1.6 Innovation and Applied Research Partnerships

With the advent of Manufacturing 4.0 and the notion of a circular economy, research and
development is required to keep merSETA stakeholders at the forefront of skills and skills
interventions that keep pace with an ever changing working environment. To this end
merSETA is developing two application based products to assist with career awareness and
an ICT enabled apprenticeship model. The ICT enabled application for apprenticeships will
provide increased access to apprenticeships for unemployed youth and those in the informal
sector.

4.1.7 Chamber Research Partnerships

Research is critical to skills planning and merSETA considers its Chambers as partners in its
efforts to provide better interventions for each of the sub-sectors. As such the merSETA makes
a research grant available to industry partners, managed through the Chambers to conduct
sector research. The following projects have been implemented in the past year:

e Plastics Chamber: “What is the shortfall or lack of plastics technicians and plastics
engineers in South Africa and what can be done to address the problem?”

e Metal Chamber: Benchmarking Study of Models of Training Lay-off and Retrenchment
Mitigation Schemes.

e Motor Chamber: Motor Industry Skills of the future.

e New Tyre Chamber: Career Path Development in the New Tyre Industry (2018-2019).

4.1.8 New Partnerships

New partnerships require additional attention through an integrated formalised approach to
unpacking the key areas of development which require interventions through a formal partner
relationship. Key committees within the merSETA have highlighted the need to better align
with the White Paper on partnerships and also align with partners in technical schools and
community colleges.

— merSETA will continue to identify key collaborators in alignment with key national
strategies, drivers of change within the sectors and special attention needs to be paid
to the requirements of Industry 4.0 and the role of our stakeholders in the circular
economy.

— merSETA will build support for small, cooperative and informal sector enterprises
through skills development through partnerships with government agencies and civil
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society, particularly with respect to addressing youth unemployment and
empowerment of communities in townships and rural areas.

— merSETA will also ensure that it commits to the supporting of engineering candidates
to reduce the difficulties in becoming registered engineers through strategic candidacy
support by working with the Engineering Council of South Africa (ECSA).

4.2 PARTNERSHIP SUCCESSES

The role of partnerships in enabling the merSETA to meet and exceed some of its skills
development goals cannot be overemphasised. Some of the successes from past and current
partnerships are highlighted below:

e Improved TVET Leadership
Collaboration with partners such as the British Council have borne fruits in terms of
leadership within the TVET Colleges that participated. In addition, merSETA has in the past
assisted TVET colleges on improved utilisation of workshop space as well as recognising
the importance of industry buy-in with respect to the level at which training of artisans
should be pitched. Essentially, leadership should be committed and strive to continuously
improve results for their institutions, the learners and communities they serve.

e Developing capacity of TVET lecturers
TVET capacity to deliver better training was aided by supporting lecturers on post
graduate diploma programmes at higher education institutions. These partnerships are
proving to be very worthwhile as the SETA continues its work in this area.

e Increasing artisan development
merSETA has always sought mechanisms to improve and expedite artisan training to make
good quality artisans available to the labour market, this is evidenced through the AATP,
the Dual System Artisan Programme and the NCV to apprenticeship programme.

e Improved throughput of learners on merSETA programmes
Completion rates have been increased due to a strong learner support system formed as
a result of increased collaboration due to strong partnerships between the merSETA,
industry, TVET colleges and Higher Education Institutions.

e Placement of learners and absorption into employed positions
The merSETA assists TVET colleges in placing learners by linking them directly with
employers that provide workplace learning spaces. There is also evidence of learners being
retained as employees by many of the companies at which they are placed.

¢ Increasing social partner collaboration
Partnerships have improved stakeholder participation by engaging industry associations,
employer associations, organised labour, and sector bargaining councils to address
bottlenecks in the system and work towards the mutual goals of increased levels of co-
ordination and efficiency.

53



¥S

‘Buiuueld Suinp juouydn pasinboe ase Assnpul

ul suonesiuedio JayJom pue siaAojdwa wouy sindul 1ey)
siaquiey)d ay3 yum juswaaude ue ade(d ul ind sey y13ISION
‘salnlunyoddo

3ujuaea| soejdyom sapinoad jeyl Auisnpul ayi st se
pasiseydwa aq 03 spaau sdiysiaulied ul Asisnputl Jo 3j04 3y |
‘1oddns JauJdes) Joj 92e|d Ul swslueydaw aney

pinoys uolinliisul Suluiedy syl ‘uolualle arenbape salinbau
sawweJs3o4d diysiaulied uo siduied] o JuawlinidRyY
‘sjuswaaJde diyssauried ||e ojul }Ing 9 03 Spasau

1ey1 Juswa|9 uerodw ue sl uollenjend pue Suli0UUOIN
‘Juswaause ay1 Suludis a1oyaq diysiauiied syl JO SBWOI1NO
P3auoISIAUD 3] 0] JUBWHWWOD 3ILJISUOWSP P|NOYS Siaulied
oed} uo sAeis diysiaulied ay3 94nsuad 03 931}WWOI ulI993S
e yum Suoje palizuapl aq pjnoys siapea| 393foud payiend
‘sdiys4auried Jo $$920NS 3y} 34NSud

0} Juepodw| aJe Juswadeuew swi} 33foid pue Juswadeuew
3s1 109(04d QuswaSeuew adueuly 393[oad ‘uoriesijenidasuod
199[oud Je3)d se yons sadndesd Juswadeuew 3d3[oad pooo

*awi} ul syndino Ayijenb poo3d Janijap 03 Aydeded saonpad siouop yyum syoafoad
J3Y30 JO 3pN}}NW B Se [[9M Se SJIeyd Yd4easal papuny \13S 4O JusWYsI|ge1sa ayl

1WW02-19A0 940434941
pue sdiyssauiied Joj s1sanbau
YHM PapOoO0|4 3Je SUOIINIIISU|

*101295
JawW 3y} Jo4 sINdINO PaJojie} JOAI|DP 01 UOIINIASUI 9y} Uo pade|d sia1aweled se
[]oMm se sJossajoad paljijenb ajgelns |ieae 03 Ayoeded pajiwi| 03 anp Ajuiew si siyl

sawuwesgoud
|3H 03Ul S21EpIPUERD
payiienb Suiynioas ut Aynoiig

'$$922Nns pue uolissaudoud

JauJea| sapadw| yoeal 4o asiauadns 03 Ayoeded paywi| yum swwesdoad
e Uo sJauJed| Auew 001 03 Suiwwo) ‘sawwesdoud syl pes| 01 SJaINII|
Joluas ‘(J1yda/ayd) s1ossajoid payijenb Ajqeiins jo Aijigejieae aya o yoe7

sJauJes| ay3 asiaiadns
pue yoddns 03 |3H 40 339)|02
13A1 2y3 jo Aypededs uood

's309(0u4d jo Suonuow
pue uonejuswsa|dwi Jood pue ‘uipiodal 199foud Jood ‘uoseau pijea Aue
INOYUM 3|npayds uo paia|dwod aq o3 Suljies s303foad dwos Ul palnsad sey siyl

Juawaseuew
199(04d pue Sulioyuow J0od

‘pa13|dwod Ajg1enbape sem yiom
1eY3 92uU3pIAd apinoad 03 9133n43s Aew sisuyied Janamoy uswAed e 0} payoene
S9|qeJAI[P 4O 13S B dARY ||IM SudwaaJ8e diysiaulied paloniisuod-||dp

JUIPIND
yum syuswAed ayoueuy
Aj1asn[ 03 suaulied jo Ayljigeu|

:3uIMO||0} 3Y3} 2INSU 0} SINOABIPUS Y]ISIawW Ayl

"398pnq pue aweu} awil UaAIS e ulylM 3|gissod S| JeYm puelsiapun J9313q

01 Ajjeusaiul padojanap aq 1snw Ayoeded - suoje sisauipied S| swe|q Jouued
V13S 9yl "auanupuadxs [euoinppe ul Suinjnsas swwesdoud Jsy/siy a19|dwod

03} swi} Jo3uo| e el Aew Jauued| ay3 ‘Aj91eudal|y |NJSSIIINS 10U dJe SIduJed|
9S3Y1 }|nsaJ e se ‘SAl3eusalje ou aney Asyi asnedaq Ayunjioddo ue dn aye}
sJauJe’| ‘uslyQ ‘sawwes3oud ayj o3 pauns Ajg1enbape sAem|e Jou aJe sisuled

$198png pue sauljawi} JO SW.a}
ul suoie3dadxa dlsijeatun

“(sD13AL) s19Aojdwa 3y} uo spuewap dl3siieaun Supjew paj|iysdn a4am oym
$J24N323| 3SOY3 Ul PA}NSaJ SaW3 18 aAeY S1IAL 9Y3 UIYUM JUSWdOo[dAP 194N

sdiysJauyied
}0 s9ouanbasuod papuajuiun

NOILVOILIN

NOILVNV1dX3

SIONITIVHI dIHSY3INLYVd

A8a1e415 uonesiniA pue sdiysiaulied :81 ajqeL

:apnjoul palyauapl saguajieyd ayl saduajjeyd asay3 yum Suijeap 4oy sadi3oeld 1sag pue sAem aAjeAouUl Yy3m dn dwod sey y13SIaW ‘Uoi3das Suimo)|oy
3y} Ul passnIsIp 3 [|IM 3Byl SUOIIUAIDIUI snoleA ySnoayl ‘Sujuoiusw yiJom aJe eyl sadua|jjeyd awos YHM y13SIaw ayy pajuasald aney sdiysiauiied

SAdIHSYINLYVd HLIM d3DN3IIHIdX3 SIDONITIVHI €Y



4.4 CONCLUSION

For the merSETA, partnerships are a mechanism for achieving its strategic objectives and to
deliver high quality services to its stakeholders and learner beneficiaries. merSETA has
established through partnerships a national footprint for implementing skills development
initiatives contributing towards the revitalisation of technical-vocational education and training
(TVET) which includes improving the competence of lecturers, trainers and teachers to provide
work relevant skills intervention. merSETA has also put in place partnerships to increase research
capability for TVET and improved skills planning. There has also been a demand for innovation
research and development skills for businesses operating in the mer sectors, as such the SETA
has partnered with HEIs to award post graduate scholarships at Masters, PhD and post doctorate
levels. The research capabilities of engineering faculties within HEIs has also proved to be fruitful.
The merSETA agreements support local networks between industry, government and post school
institutions resulting in the provision of work experience and work integrated learning
opportunities for TVET and HEI students as well as enabling engagement between workplace
trainers and occupational experts and college/HEI educators.
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5 SKILLS PRIORITY ACTIONS

This chapter summarises the key economic, labour market, and skills change drivers that should
inform the merSETA skills development priorities. It also provides a set of skills development
priority actions from which realistic and achievable plans can be developed and implemented. It
must be noted that these do not represent a detailed strategic or operational plan as there are
other planning instruments that will take the recommended actions here-in into such plans.

5.1 SUMMARY OF FINDINGS FROM PREVIOUS CHAPTERS

merSETA manufacturing industries in the metal and automotive and motor sector continue to
produce high volumes. However, they show slowed production (manufacturing) growth whereas
the plastics, new tyre and components manufacturing seem to be on an upward trend. Sales
figures for metal, automotive manufacturing and motor also show high volumes, but with metal
and automotive slowing whereas, plastic, new and motor retail show steady growth. Motor and
metal industries have the highest employment. However, motor, auto and plastics are showing
to have higher employment growth with metals showing the most employment decline. Large
enterprises have the majority share of employment, just over 50% whilst small and medium sized
combined account for close onto 45% of employment. The informal sector seems to be growing
with close to 3 million South Africans working in the informal sector, of which 41% are individuals
working in the trades in industrial activity related to motor, plastics (recycling) and metals.
Workers in the informal sector tend to be youth, most with qualifications lower that matric or
college certificates. In the formal sector, the majority of employees are semi-skilled and low
skilled (operators and elementary workers), the largest proportion Black African and about 50%
of whom are below 35 years of age. Demographics in terms of race, gender and disability show
some improvement for trades and professional, but the managerial category continues to be
substantially white and male. Automation of production processes is affecting the employment
opportunities of operators and elementary workers (45%), a key factor for merSETA to take into
account when planning skills development for the current workforce so as to stem job losses.
Transformation of the mid-level, professional and managerial occupations remains an
imperative.

The major skills change drivers are the circular economy, advanced manufacturing and industry
4.0, and re-industrialisation and localisation. The circular economy provides opportunities for
manufacturing recycling for new businesses and is in line with Government strategies for growing
the blue and green economies, SMEs and local manufacturers. Although South African
manufacturing is still to fully embrace advanced manufacturing (AM) and Industry 4.0, clearly
South African manufacturing needs to embrace them to be globally competitive. Skills that will
be needed should be developed now in order to leverage the technological advances of AM and
industry 4.0, especially with respect to youth who are already exposed to the digital technologies
of AM and Industry 4.0. AM and Industry 4.0 provide opportunity for attracting young people
into manufacturing industries which traditionally have been viewed as unattractive due to the
stigma attached to manufacturing occupations of trades/artisans. Government strategies for
reindustrialisation and localisation point to the importance of skills as a key lever for skilled
production workers, artisans, technicians, engineers who can also operate within the world of
digital technology. Digital technology also provides opportunities for innovation with regard to
education and skills development for both the currently employed and new entrants. The
National Development Plan encompasses a range of government growth and development
strategies for which merSETA requires to implement skills development initiatives.

56



The manufacturing industries continue to show that artisans, technicians and engineers as
occupations in high demand. In addition, automation and other technological disruptions in
production processes indicate the need for a flexible, agile adaptable workforce that has ICT skills
and other skills such as problem solving, ability to work in a team, collaborate or lead. The post
schooling education and training delivery system, and merSETA in particular should position
learning programme development and delivery to support the occupations in high demand and
emerging skills gaps resulting from automation and technological disruptions for both current
employees and new entrants.

5.2 RECOMMENDED SKILLS PRIORITY ACTIONS FOR MERSETA

For the merSETA to remain relevant to its merSETA industries, it should be guided by the need
to contribute to the development, expansion and diversification of its manufacturing industries.
The merSETA should position itself as an intermediary that brings to bear employer, worker,
government and education and training institutional capacity to achieving skills for the growth
of its manufacturing industries. Guiding principles for engagement and delivery include:

Evidence based decision making: Skills development should be based on credible research
evidence.

Consultation and good governance: merSETA should maintain trust and confidence through
consulting and providing opportunities for external and internal stakeholder inputs/intelligence
and ensure clear role delineation between the AA, its Committees and the executive
management for the execution of the AA strategy.

Partnership: merSETA should continue to use partnerships as important vehicles for: exploring,
developing and implementing innovation solutions and large scale programmes/projects;
building its knowledge base; and, advancing and modernising its skills development system.

Centrality of work integrated learning (WIL): WIL is core to learning within and for merSETA
occupations and skills.

Utilisation of education, training skills development infrastructure of PSET provisioning
system: merSETA should support and develop the PSET provisioning infrastructure (workplace,
community colleges, TVET colleges, HEls, skills development providers) so that it can expand the
reach of its services.

Differentiated response: There must be recognition of regional and enterprise differentiation.

5.3 RECOMMENDED ACTIONS TO GUIDE MERSETA PLANNING AND SUPPORT
NATIONAL STRATEGIES

The strategic priority actions that should guide further planning are summarised below.

Automation of production processes impacting on current employees especially operators and
elementary workers calls for a survey of workers’ skills needs so as to inform the reskilling and
upskilling interventions to be implemented to minimise job losses.
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Transformation remains a key imperative for skills development of managerial, professional,
technician and artisanal occupations with regard to race and gender, and for all occupational
groups with regard to people with disability.

Informal businesses need to be supported to become formal registered business, such as small
enterprises or cooperatives. The merSETA should work together with other state agencies to
develop an ecosystem approach whereby support includes not only training, but also access to:
finance, operational efficiency support, markets and value chains of merSETA industries.

Future skills for circular, advanced manufacturing and Industry 4.0 should be researched to
inform the development of new career pathways and skills development responses that will:
prepare current employees for changing careers; attract and skill youth for new occupations and
careers; and, skill business owners especially small and medium sized enterprise so that they are
enabled to take up opportunities in growth areas such as plastics, motor, new tyre, metal
renewable energy and chemical; which are also supported by incentives and schemes of different
government strategies for re-industrialisation and localisation IPAP and SIPs being examples of
such strategies.

Government strategies skills needs must be unpacked. The merSETA must engage the
responsible departments with the view to implementing mega skills development projects for
the strategies, inclusive of those for rural development and the urban economically marginalised.

Curriculum research and development based on deep understanding of changing production
processes must be implemented to steer the delivery of education, training and skills
development for merSETA industries.

Career development, advice and support for the flexible labour market implied by the advent of
advanced manufacturing and Industry 4.0 must be put in place to empower current and new
entrants manage their career aspirations and development.

5.4 CONCLUSION

Skills development priorities identified by the merSETA represent the culmination of the sector
analysis and stakeholder-consultation processes and are intended to guide the merSETA’s
strategic actions. The implementation of these skills development priorities should link to the
range of inter-related strategic issues that arise from the sector analysis. The importance of
appropriate local and regional level skills development to support the informal, emerging and
SME sector has been noted.
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MANUFACTURING, ENGINEERING
AND RELATED SERVICES SETA

GAUTENG SOUTH (HEAD OFFICE)

merSETA House, 95 7th Avenue

Cnr Rustenburg Road, Melville, Johannesburg 2109
Tel: 010 219 3000 ¢ Fax: 086 673 0017

OFFICES EASTERN CAPE

Pickering Park Office Suites, 14-20 Pickering Street
Newton Park, Port Elizabeth 6045

Tel: 0861 637 734 * Fax: 086 673 0017

GAUTENG SOUTH

merSETA House, 95 7th Avenue

Cnr Rustenburg Road, Melville, Johannesburg 2109
Tel: 010 219 3000 * Fax: 086 673 0017

GAUTENG NORTH & NORTH WEST
Automotive Supplier Park, 30 Helium Road, Rosslyn Ext. 2
Tel: 0861 637 731 * Fax: 086 673 0017

FREE STATE & NORTHERN CAPE
46 Second Avenue, Westdene, Bloemfontein 9300
Tel: 0861 637 733 * Fax: 086 673 0017

KWAZULU-NATAL

149 Essenwood, 149 Stephen Dlamini Road
Musgrave, Durban

Tel: 0861 637 736 * Fax: 031 201 8732

LIMPOPO & MPUMALANGA

Section 1 No. 8 Corridor, Crescent Route N4
Business Park Ben Fleur Ext 11, Witbank
Tel: 0861 637 735 ¢ Fax: 086 673 0017

WESTERN CAPE

5th Floor, Catnia Building, Bella Rosa Office Development
Bella Rosa Road, Tygervalley

Tel: 0861 637 732  Fax: 086 673 0017




