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FOREWORD

The first phase of the Industrial Strategy Project commenced in 1992. The Project fias
its origins in the Congress of South African Trade Union’s (COSATU) efforts to
develop policy responses to the malaise afflicting South African manufacturing.

The first phase of the ISP submitted its final report in 1995. This comprised 11
sectoral studies, a number of cross-sectoral studies, and a synthesis wvolume that
proposed an overall industrial strategy for South Africa,

The ISP is now in its second pliase' and comprises four research themes. One of these
examines the relationsfilp between industrial development and the environment, a
second focuses on firm-level innovation, a third examines issues in fiuman resource
development, and the fourth is concerned with identifying mechanisms to strengtfien
—mmnfacturing competitiveness at regional and local levels.

Thts paper is one of a series of five working papers that examine regional sectoral
agglomerations drawing on the well-documented international experience of industrial
districts.  These studies, supplemented by additional research in this area, will be |
synthesised in an overall analysis of regional and local industrial strategies. While the
first phase of the Project was cognisant of these issues they have assumed particular
pertinence tn the context of the new constitutional dispensation. The studies are |
principally, although by no means exclusively, directed at provincial and local
government and non-governmental structures attempting, with few resources and fittle
tocal experience, to promote industrial development in their areas of jurisdiction.

These are working papers intended to catalyse policy debate. They express the views of §
their respective authors and not necessarily of the Industrial Strategy Project.

The second phase of the ISP is funded by the FLS, HIVOS, the DR and the Olo
®alme Intemational Centre. '

David Lewis - Director; Indusirial Strategy Project
. ~ .
Robin Bloch - Research Co-ordinator: Sectors, Clusters and Regions
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| EXECUTIVE SUMMARY

Introduction

he aim of this research project is to
Tdetermine the role that institutions,

inciuding government at all levels,
could play in bolstering economic
performance in sectorally and
geographically concentrated manufacturing
firms, and to examine whether such
initiatives can form part of a regional
industriai policy. The research is directed
at printing, publishing and allied industries
in the Witwatersrand (1.e, Greater
Johannesburg, the East Rand, and the West
Rand). The “industrial districts model”
provides the theoretical framework for an
analysis of the institutional environment in
which the industry functions.

Sector Profile 4

The printing, publishing and allted
industries sector 1s a highly diverse one,
supplying mainly intermediate products to
almost all sectors of the economy. Only
one-fifth of output consists of final goods.
The strong linkages the sector has to the
economy as a whole is reflected in the fact
that it enjoys a significant, albeit declining
share of 2.5% of total manufacturing
production, and employs 3.3% of the
fabour force.'

There are currently four issues which have
implications for the sector in the short- {o
medium-term. First, the price of paper has
increased considerably in the past year or
so, both locally and internationally.
Second, competitive advantages in pulp
and newsprint production tend to be lost
further downstream, due to various
manufacturing inefficiencies such as the use
of outdated capital equipment, poor
economies of scale and scope, as well as

"1bC, 1992,

low productivity in the production process.
Third, there are tensions between paper
manufacturers and printers over the
existing tariff structure facing the industry.
Fourth, the adoption of digital technology
has already begun to revolutionalise the
industry, heralding in an era of adaptable
machinery and highly skilled labourers,

Witwatersrand Clusier Profile

The printing and publishing sector is
clustered in the PWV (Gauteng) region.
Between 1972 and 1988, an average 50%
of establishments, 45% of employment and
50% of gross national output in the sector
could be found in this province. Moreover,
the sector is clustered in the Central
Witwatersrand (i.e Johannesburg and
Randburg), with an average 33% of all
establishments, 35% of all employment and
42% of gross output in located in this area
between 1972 and 1988.

Printing and publishing has also been
important to the development of the
“inner-city” of Johannesburg. 1In 1994, the
printing and publishing sector accounted
for 17 4% of ail establishments in the inner-
city manufacturing economy and 22.6% of
industrial employment, making it the
largest manufacturing sector in terms of
establishments and second largest in terms
of employment.”

Applicability of the “Industrial Districts
Model”

The stylised industnal districts are
distinguished by a) the provision of “real”
services, b) a predominance of small and
medium-sized firms, ¢) the coexistence of
co-operation and competition between
firms, d) a prevalence of flexible
specialisation in the organisation of
production (and a consequent tendency to
vertical disintegration), and e) socio-

ETomlinson et al, 1995,
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cultural identity and trust between firms.
These are discussed in turn,

The provision of real services. Industrial
districts require strong and independent
local institutions which are able to
formulate policies tailored to local needs.
There is little evidence to suggest that local
institutions in the Witwatersrand cluster
have adapted to the specific needs of the
cluster; rather, their activities represent
fairly standard services provided by
numerous industry federations across the
country, arguably biased towards the larger
printing concerns.

Small and Medium-sized Firms. The
printing and publishing cluster in the
Central Witwatersrand could perhaps
qualify as a medium-firm district in the

sense that the average firm size in 1988
was 29, Moreover, there has been a
general decline in firm size since 1972,
while the overall number of establishments
nas increased faster than the rate of
employment over the same period. The
suplication is that there has been growth in
small firms, probably accompanied by a
decline in the size of large firms.

Co-operation and Competition Between
Firms. The printing and publishing sector
is a fiercely competitive one, and has
become more so since the emergence of
electronic media, the rapid growth of in-
plant printing, and the globalisation of
advertising. In addition, high paper prices,
tariff duties on paper imports and a
prolonged recession have all contributed to
the squeezing of profit margins.

With respect to co-operation between
firms, a general rule can probably be made
that there 1s less co-operation between the
jobbing printers (i.e. the instant print shop
owner) than there is between the
specialists. The fact that firmsina
particular cluster (o co-operate does not,
however, provide evidence of dynanuc

inter-relations among them. 1t is the
nature of inter-firm linkages, and not the
existence of linkages per se, that is
crucially important to the development of a
flourishing cluster.”

Flexible Specialisation and Vertical
Disintegration. Technological advances
in the sector may contnbute to the shift
towards flexible specialisation (by
heralding in an era of adaptable machinery
and highly skilled labourers), while
simultaneously centralising the function of
typesetting with the publishers (and that of
pre-press with printing itself) through the
process of vertical integration. While this
appears to contradict the “industnal
districts model”, it could be argued that
our main concern is to assert the
importance for inter- and intra-regional
development and policy of the existence of
industrial clusters, whether flexably
organised {and perhaps vertically
disiniegrated) or not.’*

Nor 1s digital technoiogy likely to
undermine the spatial concentration in the
cluster. There are two important reasons
for this.” First, there remain important
limitations to the digital transfer of made
up pages over existing telecommunications
networks. Second, the ‘print near the
market’ rule i1s always likely to hold, and
decentralisation of this function in the past
owes more to improvements in the
efficiency of transport and physical
distribution networks, than to advances n
technology.

Socio~-cultural Identity and Trust. In
assessing whether trust relations in districts
are & consequence of, or precondition for,
practical co-operation among local actors,
it is probably true to say that the relations
of trust which develop in a cluster are

* Gordon 1994,
* Bioch, 1993
* See, for example, Driver and Gillespie, 19Y2.
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arguably the product of a pre-existing
cultural consensus In some circumstances,
and the outcome of practical co-operation
and even overt conflict in others. The
source of the refations of trust is less
relevant than that they exist, and that they
facilitate and enhance the performance of
economic chusters.

Conclusion

Perhaps the most important fesson that
derives from a critical analysis of the

industriai districts model is that innovative,

collaborative inter-firm relations - both
within and outside the region - are the
driving force behind dynamic regions, and
that one cannot simply deduce innovative
capability from agglomeration.

fn assessing the role that institutions,
including government at all levels, could
play in encouraging the development of
inmovative, collaborative inter-firm
relations in the printing and publishing

sector, it is to address the problems in the
entire production chain - from the
manufacture of pulp and paper to the
production of printed and published goods.
The following recommendations are made
in this regard:

o It is necessary to establish a task force
which deals with “filliere-wide” issues
The task force would be empowered
infer alia to address the paper price
debate and review tariff arrangements in
the sector.

e A parallel task force, focusing
specifically on printing-related issues,
would be established in order to
investigate the impact of technological
advances ou skilf levels, the potential for
growth in small and medium-sized firms,
as well as o reassess the role of the
Printing College and that of the Printing
Industry of South Africa’s Southern
Transvaal Chamber.
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1. INTRODUCTION -

1.1 Background to this Report

he aim of this research project is to

determine the role that institutions,

including government at all levels,
could play in bolstering economic
performance in sectorally and
geographically concentrated manufacturing
firms, and to examine whether such
initiatives can form part of a regional
industrial policy. The focus is on the
predominant patterns of interaction
between firms, as well as between these
firms and local institutions, government
included.

This paper investigates the printing,
publishing and allied industries in the
Witwatersrand {(i.e. Greater Johannesburg,
the East Rand, and the West Rand). The
regional industry is situated within its
naticnal sectoral context over tune, as well
as in its broader regional econonic
context. The impact of restructuring in the
sector on patterns of inter-firm
relationships and the implications for the
sector’s locational structure are examined.

1.2 Methodology

The supposed success of ‘industrial
districts’ in achieving international
competitiveness and high employment
growih rates in recent years has given rise
to a number of theoretical and empirical
studies, as well as to a re-evaluation of
rraditional agglomeration literature.® Given
the emphasis in this study on the patterns
of interactions between sectorally and
locationally clustered firms, and those
between these firms and local institutions,
it is appropriate to provide a brief review
of the literature pertaining to the industrial

% See, for example. Pyke and Sengenberger, 1992,
Schmitz, 1993,

district theory in particular and
agglomeration theory in general. The
focus 1s on an assessment of the common
features of industrial districts as they apply
(if at all) to the printing and publishing
sector in the Witwatersrand.

A further component of the secondary
research entails an evaluation of the local
and international literature concerned with
the industry itself. Company annual
reports, trade magazines, industry journals,
case-studies, etc. are examined. Statistical
data is further acquired from the
Manufacturing Census (1972, 1982, 1938},
the National Productivity Institute’s (NPI)
productivity statistics, as well as from
industry profiles from various sources. -

Finally, primary research is an important
element of the study, The following in-
depth interviews with a representative
sample of firms, as well as discussions with
officials of relevant trade unions, employer
associations, and training centres were
undertaken;

s Senior staff members of the two paper
manufacturers, Sappi and Mondi.

» The editors of the two most important
trade magazines, both of whom are
former printers.

¢ The CEOs of three of the largest
printers in the sector, and five owners of
small print shops.

¢ The CE of the Printing Industry
Federation of South Africa (Pifsa),
Southern Transvaal Chamber.

» The Director and Administrator of the
South African Printing College.

# The President of the Association of
Paper Distributers, and the Marketing
Director of @ major paper merchant.

s Senior staff members of one large and
one medium-sized publisher,

o The administrator of the Young
Management Printers (YMP), Southern
Transvaal Chamber,
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2. THE PRINTING AND:
PUBLISHING SECTCOR

2.1 Sector Profile

he printing, publishing and allied
industries sector is a highly diverse
one, supplying mainly intermediate

packaging firms and other types of
enterprise have developed large in-house
printing facifities. These are often not
included in the SIC 342 statistics, because
they are considered secondary to the
primary activity of these firms. It should
be emphasised that in-house printing
accounts for a growing portion of current
printing output, its exclusion may lead to
some anomalies in the data.

Table 1: Printing Sector - Standard Industrial Classification’

Division | Major Group | Sub-group Title of category
34 Manufacture of paper and paper products; printing and pubtishing

341 Manufacture of paper and paper products

341 Manufacture of pulp, paper and board
34110 Pulp, pager, paperboard and fibreboard

341 Manufacture of containers and boxes of paper, paperboard snd paper substitutes
34120 Manutuetore of light packaging: non-comugated, fexdble, rigid and folding paper

. bags and boxes e

34121 Manufacture of beavy packaging: paper sacks, balers and comupated containers

341 Manufagture of pulp, paper and paperboard arlicles, not elsewhere classified
34190 Stationery
34391 Other paper products

3472 Printing, publishing and ullied industries
341700 Printing and pubhshing
34201 Publishing enly, as 1 separate business
34202 | Services for printers

products to almost all sectors of the
economy. Only one-fifth of output consists
of final goods. The sector coniprises
newspaper owners; publishers; general or
commercial printers; instant print shops;
news agencies; graphic design and
platemaking firms. Their products inciude
printed books, magazines, studios,
reprography (i.e. the copying of documents
by photography), blockmaking
newspapers, stamps, paper stationery,
business forms, advertising leaflets, etc.
While research in this paper is directed
specifically at Standard Industrial
Classification {S1C) 342, it is useful to note
the entire chain or network (filiere} within
which printers and publishers function.

The SIC codes for the sector as a whole 1s
breken down tn Table |

In the last decade or so, many advertising
companies, large banks, packaging
divisions of manufacturers or large

The strong linkages the sector has to the
economy as a whole is reflected in the fact
that it enjoys a significant share of 2.5% of
total manufacturing production, and
ernploys 3.3% of the labour force

Figures in Table 2 on the following page
suggest thal there has been a marginal
long-term decreasing share of the sector in
manufacturing.

The local market absorbs 99% of supply
and exports 1%. These are destined
primarily for Southern Africa. Local
praduction meets 85% of demand.
Although most finished printed goods are
protected by an average 20 to 25% umport
wariff and some import controls, 15% of the
local markel’s requirements were imported
in 19907 Both fixed capilal and

! Census of Mannfacturing 1988.
DG, 1992,
? Bethlchent, 1994.
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employvment growth lagged behind
manufacturing in the seventies, but showed
faster growth in the 1980s.

By the end of the 1980s the sector
registered a 2.4% share of manufacturing
demand, amounting to R5.4 billion in 1990,
After a drop n the mid 1970s, the sector’s
value-added share of manufacturing rose
noticeably in the early 1980s and reached
3.3% by 1990,

Labour productivity improved in the late
1970s and mid 1980s. This was matched
by marginal improvements in real salaries
and wages over this period, Both salaries
and wages have been generally higher than
the manufacturing average, an indication of
the skilied nature of the labour force.
Labour productivity has declined

implications for titeracy rates and general
economic growth, will have positive spin-
offs for the sector.”® In the first six months
of 1995, sales and profits showed slight
improvements, and there are signs that the
industry 1s on the comeback trail.

The larger companies had mixed results in
1994, CTP Holdings, for example, did
relatively well in difficult market
conditions, and is re-equipping and
expanding capacity to meet the expected
growth in its markets, Caxton performed
very well in the 1994 financial year, with an
8% increase in sales and 13% rise in
profits.'* Similarly, Perskor’s results for
1994 were positive despite low advertising
volumes and a lack of growth in magazine
and newspaper sates. On the other hand,
Penrose Holdings Limited reported very

Table 2: Percentage Share in Manufacturing (Constant 1990 prices)"

subsequently, 1972- 1974 1980-1982 | 1983-1990 | POOr results,

but ncreased Demand 2.5 23 74 declaring a loss

once again Imports 0.8 1.6 1.9 of R1.6 million

between 1992- 51"%0”5‘ ég g: g‘; for 1993

o roductici . . . \

Tg;},SBae;;”ee” Value Added 3.5 3.0 33 :j;";a!;;zo
Employment 3.0 2.9 3.3 [

1984, Fixed capital 2.0 1.2 1.2 results in its

increases in stock printing division,

output prices

were lower than comparable increases in
salaries and wages per worker. This trend
was however reversed in the second half of
the 1980s.'" Capital productivity improved
substantially towards the end of the 1970s,
deteriorated in the early 1980s and then
staged a partial recovery.”

The printing and publishing sector suffered
during the recession of 1991-93, but is
likely to benefit from the more recent
upswing in economic conditions.
Investment in the Reconstruction and
Development Programme, and its

" IDC, 1992,
" IDC, 1992,
2 NPT, 1995,

with sales
volumes decreasing as a result of severe
price competition.

It would appear too that smaller firms have
had mixed resuits, with some expenencing
growth and others decline. A printer in
Norwood cites his pricing structure and
turn around time as reasons for his
tremendous growth over the past year. An
instant print shop owner in Braamfontein
claims that his turnover has trebled over

Y Lacy. 1995.

' Caxton lias & controlling interest in CTP
Holdings, which is listed on the Iohannesburg
Stack Exchange (JSE). Argus Holdings Limited
{the largest newspaper publishing group in the
country) and Afmed (Pty) Lid have besn identified
as the ultimate controlling shareholders of Caxton.
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the past two years. A small print shop
owner in Florida, on the other hand,
suggests that a lack of marketing explains
his fairly static results during the year.

2.2 Current Trends in the Sector

There are four major issues which have
consequences for the printing and
publishing sector in the medium- to long-
term. The first is the price of paper, which
has increased considerably in the past year
or so, both locally and internationally. The
second, and closely related to the first, 1s
the existing tendency for competitive
advantages in pulp and newspnnt
production to be lost further downstream,

due to various manufacturing inefliciencies.

The result is high paper prices relative to

overseas-prices— I he-thirdis-the tension
between the paper manufacturers and the
printers over the existing tariff structure
facing the industry. Finally, there are
advances in technology, and in particular
the adoption of digital technology, which
has already begun to have implications for
the restructuring of the sector.

2.2.1 The paper price debate

The paper price debate in South Africa can
only be understood by an analysis of the
sector in 2 global context. In the late
1980s, a number of industrialised countries
moved into a pertod of sustained recession
just as tonnes of new capacity in the paper
manufacturing sector came on line. The
investment in new capacity was a response
to the seemingly insatiable demand for
pulp, which was expected to continue to
grow through the 1990s, The growth was
not forthcoming, however, and the over-
investment in machinery depressed prices
at a time when capacity exceeded demand
The result has been a long periad of fow
profitability and, in many cases, heavy
losses. This led to the closure of a number
of mills in North America and Europe, and

the loss of thousands of jobs. Paper prices
were heavily discounted, and the printing
industry was able to benefit from very low
paper prices.

Moreover, the collapse of the communist
economies in 1991/92 had a major impact
on two paper-making giants, Scandinavia
and Finland, to whom the East European
markets had been very important. The
sudden non-availability of these economies
meant that these countries were forced to
search for new markets, and thus were
obliged to become more price competitive.
As a result, what were already weak paper
prices declined even further.

The paper price is directly linked to the
pulp price, which had declined from a high
of $840 per ton in mid-1989 to an all-time.
low of $380 per ton in the fourth quarter of
1993, Since then, pulp prices have
increased by more than 100%, and reached
$820 per ton in March 1995. Some
industry analysts predict a pulp price of

$1 000 a ton by the fourth quarter of 1995,
while others believe it will stabiiise at a
slightly lower level during 1996."

Pulp and paper demand have both
increased concurrently with the
strengthening of the world economy.
Growth in the demand for paper in the
USA and the Far East, for exarple, has
been consistent since 1992, In the UK on
the other hand, 1994 demand was up 25%
over the previous year. Locally, order
natterns on some of Mondi's grades have
gone up by between 30-40% since 19941

Pulp supplies, on the other hand, remain
relatively low. There are wood shortages
in North America, the USA and the Iberian
peninsula).” Moreover, pressure from
environmental groups has led many

'* Graphic Repro and Print, 19954
1% Kelly, 1995
Y Printweek, 1994
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governments to tighten forestry practices
and set aside tracts of forest as park and
wildlife reserves. British Columbia, for
example, is doubling the area of protected
forest to 12% of its land area.'® Paper
mills have begun to respond to this
shortage, however, and the proportion of
waste paper recovered for recvcling has
risen in the past decade from 31-42% of
global consumption.

Mareover, the threat of a possible strike by
the forestry employees of British Columbia
- the world’s largest supplier of high
quality northern bleached softwood kraft
pulp - has been pre-empted by pulp price
rises. It has also been argued that the
increased cost of paper-imaking chemicals
has pushed up production costs, and that
some currency fluctuations have played a
small part in boosting prices.””

The South African papér manufacturers
ascribe the escalation in the paper price to
the universal law of supply and demand.
There is less consensus amongst the major
paper merchants {(who act as intermediaries
between paper producers and printers),
some of whom belteve there 1s an element
of false demand for paper. The expectation
of price rises and a fear of paper shottages
have lead the merchants to increase
inventory, which has resulted in further
price rises. Others have argued that part of
the increase in prices can be explained in
terms of an economic recovery, profit
recovery and cost recovery requirement,
where the paper manufacturers are
attempting to compensate for the lean
vears of the past).20

There are, similarly, differences of opinion
among the leading printers. There are
those who point to Sappi’s and Mondi’s
monapolistic control over the local board

" Business Day, 1996.
" Printweek, 1994,
“ Graphic Repro and Print, 1995a.

and papet markets, and note that in
practice there are few grades of paper that
both manufacture. Some have gone as far
as pressing the Competition Board to
consider a formal investigation inlo the
paper industry in this country.®' Others
acknowledge that an upwards correction
was inevitable, but complain about the
frequency of increase and the terms of
notification.”

2,2.2 Competitive advantages and
manufacturing inefliciencies

RBethlehen {1994) has argued that South
Africa has a natural advantage m pulp
production because trees grow quickly as a
resuit of favourable climatic conditions.
This natural advantage 1s complemented by
the availability of relatively cheap energy,
which is used in the production of both
pulp and paper. She notes, however, that
the use of outdated capital equipment, poor
economies of scale and scope, as well as
low productivity in the production process,
imply that the competitive advantages
referred to above are lost further down the
pipeline,

These manufacturing inefficiencies are
explained in terms of high levels of
protection in the paper sector,
accompanted by import parity pricing. The
net result is that while we produce pulp
and newsprint almost 10% cheaper than
our northern competitors, the price of pulp
and paper charged to domestic buyers
tends to be about 10-15% above world
prices. Since the price of paper is an
important component of total cost for most
products in the printing and publishing
sector, high paper prices are followed by
price increases for printed products. This
15 of particular concern given the impact
this is likely to have on the price of
educational books and materials.

 Business Day, 1995,
*2 Graphic Repro and Print. 19934,
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2.2.3 Import tariffs

The paper manufacturers have always
argued that imported paper 1s subject to a
relatively low nominal tariff structure, not
only in terms of other South African
industries, but also with respect to cur
overseas competitors. Fhey suggest that
the 10% duty on free-on-board, applied to
imported paper results in a cost of about
7.5% by the time it arrives in this country.
This is below the 11.7% average for the
main importing and exporting countries,*
Alternate estimates, which take into
account the relative value of the rand and
freight costs, indicate that the effective rate
of protection is considerably higher, at
around 22%.%* Moreover, if Brazil and
Australia are excluded from the calculation

- - ——oftheintermationataverage; the-average

raie for the USA, the EC, Japan and
Sweden falls to 4.3%. On this basis, South
Africa’s nominal 10% duty is well above
the international average.”

The tension over import tariffs follows a
proposal in 1994 by the National Economic
Forum (NEF) to cut tanfls on paper and
board to 3% by the year 2005, starting
from 2000, while recommending an
immediate 2% per annual tanff reduction
on printed goods, from the present 20%).%
The Printing Industries Federation (Pifsa)
believes that tariff protection for the two
industries should at least come down in
tandem, pointing out that Sappi and Mondi
are huge international players who no
longer require protection. Pifsa points to
Sappi’s ownership of Hannover Papier
(Germany) and its recent acguisition of SD
Warren, a US based coated wood-free
paper maker, as an indication of its
international stature.

** Graphic Repro and Print, 1993a.
4 Lacy, 1992.

= Bethlehem, 1994,

-® Business Day, 1994,

The response by the manufacturers has
been that protection is justified in the
context of a high capital-investment
tndustry with an historically low return on
assels, and in the present situation where
the sectors that supply the paper industry
with raw materials enjoy protection of up
to 30%. Moreover, they suggest that
neither importers nor printers are likely to
pass on cost advantages to thelr customers.

With respect to publishing, there is a
confusing tarff system whereby a South
African publisher who print overseas and
then imports the publication back into the
country does so without facing any import
duty. If, however, this same publisher
nublishes locally but uses imported paper,
he/she faces duty charges. While such
tariff structures have lowered thecost.of
printing local educational books abroad
they clearly penalise local printers, who are
obliged to pay higher prices for locally
produced paper.

2.2.4 Technological advances”

Table 3 provides a review of the evolution
of technical change over the years. The
first half of the 20" century saw a whole
range of radical and incremental
developments in the press and pre-press
stages, built upon electrical, photographic
and chemical advances. Since the 1950s,
developments in solid-state physics, as well
as advances in photographic techniques
and optical engineering ensured that press
speeds were improved, make-ready tunes
reduced, and multi-press units more widely

=" This section locuses on the development of
printing technology, and the implications of this
on employment and skills levels in the sector inan
international context. The Lpact of the latest
technological advances on existing spatial
arrangements, as well as for intra- and inter-
organisational relationships, is discussed in more
detail in Section 4 1 Flexible Speciahsation and
Vertical Distntegration.
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Table 3: Development of Printing Technology

Phase Innovation Outcome
Manual Metal bype Established man/machine
(15"™- 18" century) fron press relationship

Mechanical
(19" century)

Electro-mechanical and
cleciro-chemical
(late 19* - early 20™ century)

Electronics
(19505 and 1960s)

Digital

Large stcam-driven unils
Mass produced plates

Semi-automatic casting
Photo-lithography
Photogravure; process camera
Better paper, inks, plates

Small electric motars, typed text
Independent machine power

Colour scanners; VD Us
Photo typeselting
Computer fypesetiing

Full-page make-up

Increased labour productivity

Increased capital intensity
Cut capital cost

Increased capital cost
Increased labour productivity
New specialised methods
Better quality work

Small flexible units

:Increased labour productivity
Changed capital costs
Altered man/machine relations

Increased integralion of

{1970s to mid-1980s)

Integrated digital
{1984 onwards) /

Laser electro-photography
Aulomalic page composition

Integrated text and graphics

production phases
Reduced materials and lead times

Fully integrated photo-
composition
Destroved job demarcation

adopted. During the 1960s/1970s, the
development and use of photo-typesetting
and computer technology generated the
integration of functional phases at the front
end of the pre-press stage.”

In the 1970s and 1980s, developments in
information technology catapulted the pre-
press stages into a unified, integrated
digital-based form of production. The
adoption of digital technology has
revolutionised conventional methods and
structures in the printing and publishing
sector, enabling it to come as close as
possible to ‘just-in-time’ operation.
Digitalisation for the print industry involves
the computer on-line to the press, with
data transferred direct from computer to
press. Thus, pre-press and print are
converging, increasing compatibility
making it easier to transfer data from one
stage to another.”” Moreover, script

100, 1990,
** Graphix, 1993,

production has moved from the print-shop
to the customer through the use of word
processing systems and desktop publishing.
Text, and sometimes even pictures, are
supplied to the printer in digitalised form.
The expected casualty in all this computer-
to-print activity is film, although
predictions for its replacement by the end
of the millennium are premature.™

International studies would appear to
suggest that there has not been massive
reduction in employment in response to the
mtroduction of micro-technology. A
Council of Europe study (1987), for
example, has argued that in most European
countries, “the labour replacement
promised by many vendors turned out to be
unrealistically assessed, leading only to a
reduction in apprentices New machinery
made new products possible, and customer

*® Graphic Repro and Print, 19956,
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demand increased both in terms of quantity
and quality”. Similarly, an ILO study
(1990) noted that in the USA, Japan and
Denmark, the employment-creating effects
of new technology appear to have
outweighed the labour-saving effects.

While the new technology may not have
brought about substantial reductions in
employment, it has generated significant
changes in the composition of the work
force. The use of increasingly efficient and
cheaper technologies that ailow cost-
effective de-scaling has resulted in the
proliferation of small quick-printing shops
in many countries. This employment
growth in quick-printing has, to an exient,
involved a substitution of women working
with sophisticated photocopying eguipment

for men working in printing presses. In the
United States, for example, the women’s
proportion of employment rose from about
25% in the 1960s to 33% in the 1980s; in
Denmark, women’s share increased from
26% to 33% over the same period.™
Employees in quick-printing tend to be less
unionised and less well paid.

A less clear picture emerges with regard to
skills and qualifications. On the one hand,
there has been a rapid decline in the
demand for craftsmanship previously
required; on the other, there is increased
demand for new forms of broader and
more flexible qualifications. Thus, one
finds evidence in 2 number of countries of
deskilling, polarisation of the work{orce,
and domination of higher skills.”

While the percentage of skilled crafismen
in the sector has declined, the distinction

TLO, 1990,
3 Council of Europe, 1987,

between “blue” and “white” collar work is
becoming increasingly blurred and simple
craft notions of skill are being challenged.
In commercial printing, for example, there
is a growing integration of certain aspects
of production and marketing. In some
cases this involves a vertical integration of
skills, with workers undertaking tasks of
higher competence; more common,
however, has been a horizontal integration
of skills, involving tasks at similar levels of
competence.”

In South Affrica, industry players believe
that iocal technology is state-of-the-art,
although one did admit that we arc more
likely to be 18 months to two years behind
the most recent innovations.™ The
National Printing Company (TNPC), for
example, which is responsible for virfually
all the printing needs of the Argus Group,
The Sowetan, and Times Media Limited in
Johannesburg, has modern imported
machinery with a replacement value of
R400 million.” Similarly, KNL, a large
commercial printer, has recently invested
R15-20 million in upgrading its printing
L:apacity.36 Despite these (nvestments, a
more accurate description of the industry
would probably acknowledge that South
African printers are in line with
international trends at the iower end of the
market. At the lugher end, however, the
equipment used to print multi-colour, high
value goods is probably outdated.’” The
impact of technology on the organisation
of work and security of employment in a
South African context is dealt with in
Section 4 below.

Lo, 1990.

M Lacy, 1993.

* Briggs, 1995

* Blumberg, 1995
¥ Bothilghem, 1994,
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3. AGGLOMERATION: THEQORY

AND INDUSTRIAL DISTRICTS

3.1 The Industrial Districts dModel

he most important contribution of

the industrial districts theorists to

the agglomeration literature has
been their tendency to shift the emphasis
away from a narrow ‘economic’
enderstanding of sectorally and
geographically concentrated manufacturing
firms. In their system, agglomeration is
seen as an economic, political and cultural
process, and the dynamics of
agglomerations are influenced by social and
political factors and practices.” Harrison
(1991) has argued that the industrial
districts prototypes mvolve more than
simply a reagsertion of agglomeration
economies, suggesting that:

..... agulomeration theory and
transacticon cost econcmics follow
standard neo-classical legic in
conceptualising local econcmics as
collections of atomistic
conmpetitors, fermally aware of one
ancther sclely through the
intermediaticn of price/cost
signals, embeodied in contracis of
varying completeness. By
contrast, contemporary industrial
district thecry emphasises the
contextual significance of
communal neon-economic institutions
and the importance of relations cf
*trust’ in repreducing sustained
cocllaboration among economic
actors within the districts
(P.465]

** Bloch, 1993

It 1s the development and nurturing of
these “non-economic” institutions and the
promotion of trust that is assumed to
account for the high levels of international
competitiveness and high employment
growth rates which have been achieved in
the districts in recent years. Thus, the
industrial district “model” provides a
framework for an analysis of the
institutional environment in which
sectorally and locationally clustered firms
function, as well as an opportunity to
investigate how the institutions which
appear to factlitate industrial performance
can be supported and strengthened.

3.2 The Features of the Industrial
Districts “Model”

Different theorists have alluded to various
features which are assumed to characterise
stylised industrial districts.” Among these,
five appear to be the most relevant. First,
industrial districts are distinguished by the
provision of “real” services by private and
public institutions. Second, there is a
predominance of small and medium-sized
firms. Third, districts are characterised by
the coexistence of co-operation and
competition between firms. Fourth, there
is a prevalence of flexible specialisation in
the organisation of production and a
consequent tendency to vertical
disintegration. Finally, districts embrace a
socto-cultural identity which facilitates
trust between firms and between employers
and skilled workers. The relevance of
these features to the printing and
publishing sector in the Witwatersrand 13
discussed in detail below.

¥ See. for example, Pyke and Sengenberger, 1992,
Schmitz and Musyck, 1993,

13 INDUSTRIAL STRATEGY PROJECT



SECTORS, CLUSTERS and REGIONS

4, PRINTING AND
PUBLISHINGY IN THE
WITWATERSRAND - AN
INDUSTRIAL DISTRICT?

4.1 The Historical Pattern of Location in
the Sector

re-digital technology has :mposed a

relatively high degree of spatial

concentration in the sector,
particularly between publishers and pre-
press finas. Under traditional pre-press
technologies, journalists made up copy on
typewriters, which was then passed onto
typesetters, who mput the copy on a
- phetotypesetter—The-copy was then
returned to the publisher in the form of
proofs, which were edited before being

into final pages. Pictures were sent
separately to a repro house, where they
were developed to the right size, and then
the text, with the picture inserted, was
photographed, and the final film sent to the
printer for plate making and finally
printing, The spatial dynamics of printing,
on the other hand, has been the result of a
complex balancing act between the cost of
print, the time sensitivity of the product
being printed (e g. newspaper or magazine)
and the distribution of consumer demand.*

The factors above would help to explain
why the printing and publishing sector is
spatially concentrated in the large
metropoles. Table 4 below indicates that
the sector is clustered in the PWYV
(Gauteng) region.** Between 1972 - 1988,
an average 50% of establishments in the
sector could be found in this province.
Furthermore, an average 45% of

Table 4: No. of Establishments, Employment and Output - National % Share™’

?__Rugiun No. of Establishments Employment | Gross Output

: 1970 | 1982 | 1988 | 1972 | 1982 | 1988 {1972 [ 1982 | 1988
| PWYV 46 52 51 46 46 50 51 49
- Cenlral Wits™ 33 37 33 3 33 33 42 3 3%
. East Rand 5 6 7 3 3 3 2 3 3
. West Rand i 2 3 1 n/a 1 2 2

returned to the typesetter te be made up

“* 1t should be noted that most of the analysis that
follows focuses on the printing industry. While all
yeneral publishers have their head offices in
Gauteng, educational publishers are based
primarily in Cape Town, and academic publishers
are situated near to (he maln universities
(McCullum, K, 1995). Editorial activitics are
tocated where the publisher's head office is, or in
the Western Cape. The reason for this is primarily
historic, in that the Cape has been the polnt of off-
joading for the book trade. For simifar reasons, the
Weslern Cape 18 the centre of the book printing
industry. The Western Cape accounts for almost
two-thirds of all employment in the publishing
sCCtor,

" vanufacturing Census (1972, 1982, 1988)

2 The Central Witwatersrand includes the
Johannesburg and Randburg magssterial distyicts.
Roodepoort is cansidered as part of the West Rand,
given its former categorisation in Census statistics,

employment and 50% of gross output in
the sector derived from Gautenyg during
this same pertod.

Moreover, the table suggests that the
sector 1s clustered in the Central
Witwatersrand (i.e. Johannesburg and
Randburg). 1In 1972, 33% of all
establishments, 35% of all employment and
425% of gross output in the sector derived
from this area. The figures for 1982 and
1988 suggest that these ratios have
remained fairly static over time.

¥ Driver and Gillespic, 1992,

* The censuses of manufacturing do not provide
separale dala for printing and publishing. It has
atready been suggested in Footnote 3 above that
while there is a fairly strong publishing sector in
Guauleng, it predominates in the Western Cape.
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Table 5 examines how the number of firms
and employment figures have changed over
time in the Central Witwatersrand cluster.
[t can be seen that the number of firms

international studies, in which the adoption
of new technology has simultaneously
induced labour-saving effects (primanly
among large printers), and employment-

Table 5: No. of Firms and Employment -
Central Witwatersrand Cluster®

Central Witwatersrand 1972 1982 1988
Number of establishments 280 433 529
Employment 11692 15079 13 226

increased at a faster rate than employment
between 1972 - 1982, and between 1982 -
1988. More importantly, employment was
virtually static over the latter period. This
finding is sumilar to that for the industry as
a whole, where the average annual growth
rate of employment has been declining
since the 1970s.*

The interviews undertaken would appear to
suggest that there has been a reduction in
the labour force of the targer printers in the
cluster. One acknowledged that his
company had reduced its work force by
almost 25% over the past 16 months,”
This tendency to save on labour has been
explained by the Director of Pifsa’s
Southern Transvaal Chamber in the
following way:

labeour-intensive growth is not
really viable if the industry is
te be internationally competitive.
Investment in new technology, with
faster and more guality-consciocus
standards alsc results In greater
reliance on automation.
Furthermocre, entrepreneuts are
reluctant to embrace the labeour
relations problems which
invariakly result from a large
workforce.

In contrast, it is interesting to note that the
smaller printers have expanded over the
period under review. This finding would
appear to confirm the evidence in the

“ Manufacturing Census (1972, 1982, 1988}
6 NP1, 1995,

“ Blumberg, 1995,

™ Lacy, 1995.

creating effects through the proliferation of
small instant-printing concerns.

The paucity of reliable sector-level data
makes it difficult to arrive at any firm
conclusions with respect to the impact of
technology on the composition and skill
level of the work force  The interviews,
for example, do not point to a dramatic
substitution of women for men in the work
environment Even the instant print shops
were staffed primartly by male employees.
Perhaps this is a particularly South African
phenomenon. While gender has been an
important feature of management attempts
to reduce wages in the sector in many
countries, race has been the predominant
one in a South African context. In other
words, it has in all likelthood, not been
necessary to employ women in order to
keep wages low in the sector.

With regard to skill level, one could
assume that, in a South African context,
there is evidence of the international trend
towards a declining demand for
craftsmanship. The fact that the South
African Printing College (SAPC} in
Roodepoort allocates some of its resources
to the retraining of journeymen who have
been made redundant by the changing
technology would suggest that deskilling
has taken place. On the other hand, there
is evidence too of the need for new forms
of flexible qualifications. The large printers
point to the increased demand for
operators skilled in electronics. Much in-
house training takes place, and artisans are
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expected to develop competence in a
broader range of skills than was previously
the case.”

4.1.1 The sector in the ‘inner-city’ of
Johannesburg

In assessing the historical pattern of
focation in the sector, it is interesting 10

sector 11 terms of establishments and
second largest in terms of employment (see
Table 6).

It is also interesting to examine the spatial
distribution of the printing cluster within
the inner-city of Johannesburg. Thirty
percent of all printing and publishing in the
inner-city is located in the CBD sub-zone.

Table 6: The Structure of the Inner-city Manufacturing Economy, 1994.%

Sector Establishments Employment
Number Percentage Nuinber Percentage
Printing and publishing 138 17.4 8910 226
Clothing 131 16.6 9212 233
Jewellery; diamond cutting LD 139 2724 6.9
Fabricated metals 64 8.1 2423 6.1
Textiles 52 6.6 3121 7.9
Food 46 58 2471 6.3
| Other
Total 791 100 39 186 100

note the importance cf printing and
publishing in the ‘inner-city’ of
Johannesburg, and how this has changed
over time. The ‘inner-city’ is defined, here,
as including the following areas: the CBD,
Marshalltown, Ferreirasdorp,
Braamfontein, Doornfontein, New
Doornfontein, Selby, Fordsburg,
Newtown, New Centre, Village Main,
Wemmer, City and Suburban, and
Salisbury Claims.*' In 1994, the printing
and publishing sector accounted for 17.4%
of all establishments in the inner-city
manufacturing economy, and 22.6% of
industrial employment. A comparison with
other sectors suggests that printing and
publishing was the largest manufacturing

** Briggs, 1993.

* Source: Tomlinson ef al (1999)

" Al data on the inner-city of Johaunesburg
derives rom Temlinson et al, Johanneshurg Inner-
City Strategic Developnent Framework:
Economic Analysis, 1995

*2 Tomlinson ot al point owt that, given a lack of
data, it has been necessary Lo compare the 1988
industrial census (the findings of which werc only
released in 1994) with the median 1989
cmplovimcat data for the inper-cily.

Moreover, New Doornfontein, Selby and
Doornfontein account for 14%, 16.5% and
16.6% of the inner-city cluster respectively.
There is no sector activity in Ferreirasdorp
and Wemmer, and relatively minimal
activity in Sahsbury Claims, Newtown and
Braamfontein.

Table 7 indicates the relative shares of a
number of manufacturing seclors in the
inner~city refative to that for Johannesburg
as a whole.”™ Tl can be seen that three
sectors, namely printing and publishing,
clothing and textiles, are strongly
represented in the inner-city, while
fabricated metals and food are weakly
represented. The printing sector is 13.2%
more represented in the inner-city than it is
for Johannesburg as a whole, and is the
most ‘strongly-represented’ sector of the

group.

Finally, it is worth examining how nner-
city employment and the number of
establishments in the printing and
publishing sector has changed between
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1980 and 1994, and how this compares
with overall manufacturing economy trends
over the same period. Figure 1 indicates
that there is an overail downward trend in
the number of manufacturing
establishments in the inner-city of
Johannesburg betweer 1980-1994 ™ This
18 true also for the printing cluster, which
consisted of 198, 177 and 138
establishments in 1980, 1989 and 1954

similar overall trend existed with respect to
employment in the inner-city manufacturing
economy. In the printing sector, however,
employment increased between 1980 and
1989, but decreased thereafter. The
decrease in employment in the printing
cluster between 1989-1994 can perhaps be
explained by the fact that while 18 new
establishments developed during this
period, another 47 existing ones died.

respectively. Figure 2 suggests that a

Table 7: The Relative Size of Various Sectors
Johannesburg as a Whole.™

in the Inner-city Compared to that of

"% nb

Sector Establishments Employment % Iancr- Yo DIFE,
- Jhb - - hb - city

Printing and publishing 529 15226 9.4 226 +13.2

Clothing 242 16714 10,3 233 +13.0

Fabricated melals 551 16 781 10.4 6.1 -4.3

Textiles 140 5942 3.7 7.9 + 4.2

Foed 207 17023 10.5 63 -4,2

¥ Tomlinson et al, 1995 has estimated that
between 1980-94 the inner-city manufacturing
economy shed at least 16 400 and perhaps as much
as 20 000 industrial jobs, and that the decline sel
in at a much earlier period than that for
Johannesburg as a whole,

* Tomlinson et al (19933,
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4.2 The Provision of Real Services
Alfred Marshall was the first economist to
develop the notion of an industrial district
in his theorising on a self-reliant {ocal
economy. Marshall argued that in some

atmosphere” to represent “institutional
thickness,” which they define as a
comprehensive network of institutions
whose function it is to represent, mediate
conflicts, and collaborate with each other.

Inner-city Manufacturing, 1980-1994

21400
C

Number of Establish

1989 1994
Year

All manufacturing

Figure |

settings internal economies of scale could
be supplemented by external economies,
which derived from the “industrial
atmosphere” of particular places, “yield
(ing) gratis to the manufacturers ... great
advantages that are not easily to be had
elsewhere”. Amin and Thrft interpret
Marshali’s notion of “industrial

More recently, attempts have been made to
elaborate on and redefine Marshall’s
notion of “industrial atmosphere,” and
theorists now speak of the provision of
“real” services as an important feature of
locationally clustered firms.

For Brusco (1992}, the idea 1s:

-

Inner-city Manufacturing, 1980-1594
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te pricritise “real services” as
against financial incentives, and
toc offer companies the services
they need rather than the money to
purchase those services on the
market. The centrast is between
meeting the needs of the companies
directly and giving firms
financial incentives to buy what
they need... the rezl services
centre is basically an agency for
the transfer of technologies{P.
186,181} .

He cites as examples of real services the
provisicn of information regarding the
technical standards enforced by law in
various foreign countries, the testing of
manufacturers’ inputs, and the supply of
software firms require in order to design
and manufacture their products. Given
that information has in some respects the
nature of a public good, he argues that real
services must be supplied by public bodies
rather than by private enterprise,

There are those who suggest, however,
that real services have rarely been provided
by the public sector itself, and that
successful interventions have generally
been carried out by private sector
institutions or by joint private/public sector
initiatives.” Others have argued that while
local government agencies can be effective
in the creation of specialised industrial
parks, the establishment of real service
centres, and the tntroduction of adequate
financial and educational services, that
these services are best provided through
joint public/private ventures.” For these
theorists, the most appropriate role for
focal government is the establishment of a
legal and regulatory framework relevant to
the organisational needs of the local
economy.

** See, for example, Schmitz and Musyck, 1993,
Schmitlz, 1993,
* pyke and Sengenberger, 1992,

4,2.1 Private institutions in the cluste

There are a number of private sector
ingtitutions which support the printing and
publishing sector. From a printing
perspective, the most important is Pifsa,
which was formed 80 years ago, and has
eight regional offices across the country.
Nationally, the Federation claims to
represent 80% of all printers, who account
for between 95-99% of turnover,
Membership has remained relatively static
over the {ast ten years.

The Southern Transvaal Chamber is
situated in Honeydew, where it shares
premises with the South African Printing
College.”” A large proportion of its
members are based in the Witwatersrand.
Membership is open to any company
involved in the production of multiple
images on any substrate, and thus ranges
from large printers, manufacturers of
corrugated packages to instant print shops.
The Chamber has taken up membership of
the Johannesburg Chamber of Commerce
and the South African Chamber of
Business (Sacob).

The Southern Transvaal Chamber provides
a number of services for its members. The
most important of these include;

o Negotiations with the unions. Given
that some of its members (usually the
smaller firms) do not have the necessary
capacity or expertise, the Chamber
undertakes wage negotiations,
recognition agreement negotiations,
dispute resolution procedures, etc. on
their behalf. A series of wage
negotiations seminars are also held
throughout the year.

o A comprehensive medical aid society.

T 1 the context of the new political dispensation,
Pifsa has recognised the need to review the areas
of jurisdiction of the different Chambers as well as
the names of Chambers exisling at present (Pifsa,
1994).

19 INDUSTRIAL STRATEGY PROJECT



SECTORS, CLUSTERS and REGIONS

s Regular industrial relations forum
meetings. More recently, the Chamber
has provided a series of debriefings on
the latest developments in labour
legislation, and its implications for the
industry.

e A bad debtors list, which is revised and
reviewed on a regular basis.

s An estimating course, which is now
recognised by all Technikons as being
creditable towards the National Diploma
in Printing Management.

In addition to the services mentioned
above, the Southern Transvaal Chamber 13
responsible for the administration of the
Southern African Institute of Printing, and
plays an important role in the functions of
. _the Printing, Newspaper and Packaging
Industry Training Board (PNPITB). The
main activities of the former include the
provision of technical knowledge and the
production of the printing processes
manual; the latter sets training standards in
the sector, and is affiliated to the City and

Guilds of London Institute.

It is no coincidence that the South African
Printing College is situated in the
Witwatersrand, given the spatial
concentration of the sector in this area,
The College is owned and run by Pifsa, and
opened in 1991 in response to detailed
research which indicated that there wasa
need to improve and update training
methods. Until then training had generally
been done in-house.”® The annual in-take
is between 200-220 students, and while the
College’s courses are available to priniing
apprentices across the country, in reality
the vast majority of its students are from
Gauteng.”® There is an average drop-out
rate of 12-15%, but the College has
managed to place 100% of its graduates

* SAPC, 1994,
* Last year there were almost 4 000 applications
for placement at the College.

since its inception.” In addition to
providing training to new entrants into the
industry, the SAPC also offers courses for
the retraining of journeyman in electronic
origination where they have become
redundant due to changing technology.”!

The printing sector is serviced by two trade
magazines. The first was launched in 1985
as the South African version of a LTK pre-
press magazine.”” It now focuses on the
whole spectrum in the industry, and is
aimed at senior management. The
magazine is supportive of Pifsa, which has
an open invitation to use the magazine’s
pages to express its views. The second
magazine 15 as concerned with the
personalities in the indusiry as it is with the
latest trends in technology. Its joint
publisher played an important role in
establishing the Young Management
Printers (YMP) and founded the Desktop
Publishers Association.®® It also provides
an insert which advertises second-hand
machinery free of charge for its
subscribers. Both magazines gave
considerable coverage to the paper price
debate. For both magazines, almost haif of
their readership reside in Gauteng, a third
in the Witwatersrand.

In considering whether these various
activities represent the provision of “real”
services, one should heed the warning of
Bloch (1993), who has argued that the
existence of localised divisions and
structures within national institutions does
not necessarily translate into specific
institutions for guiding or enhancing the
performance of a cluster. In other words,
industrial districts require strong and
independent local institutions which are
able to formulate policies tailored to local

 Uys, 1995.

*' Pifsa, 1993.

I Hilton, 1995,

S YMP is open (o all managers in the sector. It is
discussed in more detail in Section 4. 6 Sogio-
cuitural fdentity and Trust,
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needs. More importantly, in assessing
“institutional thickness” and the provision
of “real services”, 1t is necessary |
following Gordon’s (1995) lead, to
analyse the role of institutions in creating
new understandings in the region and
enhancing innovative capability in the
cluster.™

Despite the regional orientation of the
national institutions referred to above,
there is little evidence to suggest that they
have adapted to the specific needs of the
cluster. One could argue, for example, that
the services provided by the Southern
Transvaal Chamber of Pifsa do not in any
way reflect the uniqueness of the Gauteng
or Witwatersrand cluster. Rather, they
represent fairly standard services provided
by numerous industry federations across
the country, arguably biased towards the
larger printing concerns, Nor does the
provision of these services suggest that the
institutions have responded to the
organisational restructuring that is taking
place in the cluster.

One of the characteristics of restructuring
has been the growth in quick-printing
shops and the concomitant down-sizing in
the larger firms. It is inferesting to note in
this regard that the strongest support for
the Federation (and the College) would
appear to come from the large printers,
who often recruit their apprentices from
this source. The smaller printers were less
enthusiastic about the Federation, and
those that were members did not feel that
they had benefited as a result of their
membership,

5 This last point is explored in more detail in
Scction 5 - The limits of the stylised industrial
district model.

4,2.2 Public institutions in the cluster

State incentives do not as vet play a
significant role in the sector. Although
categories 3 and 4 of the General Export
Incentive Scheme (GEIS) are applicable, it
has been mentioned above that exports
account for only 1% of industry output.*’
Moreover, while investment incentives
have been important in the development of
South Africa’s two largest mills, printers
and publishers have received little help
from the State. However, given the
emphasis in the Reconstruction and
Development Programme (RDP) on
improving literacy rates, more direct State
assistance may be forthcoming.

Whether the above translates into regional
strategies for the printing and publishing
sector s merely conjecture at this time,
What is clear is that there is mistrust of
government among some players in the
industry, a sentiment which was not helped
by the dectsion to print the national
election ballot papers abroad. In a similar
vein, the SAPC has decided to turn to the
industry itself rather than to government to
subsidise the cost of students who cannot
afford to pay for their studies, on the
presumption that government money has
strings attached.®

4.3 Small and Medium-sized Firms

The characterisation of industrial districts
as strong networks of predominantly small
firms is compatible with the idea that the
industrialised countries are moving away
from Fordism as the dominant competitive
strategy of capital, and are approaching - if
they have not yet arrived at - a new regime
of ‘flexible accumulation’.”” In the small-
firm districts, firms specialise in one or

® The GEIS is however currently being phased
oul,

% Uys, 1993,

“? Harrison, 1994.
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more stages of a complete production
process. Accompanied by subcontracting,
specialisation is assumed to promote
collective capability, and economies of
scale and scope are the result.”® Tn the
industrial districts of the Third Italy, the
average firm size is 5.5 workers and the
average industrial district comprises over
1 000 mainly small firms.

In several advanced countries, there has
been a decrease in the average size of
commercial printing companies as
measured by the number of employees per
firm.® This is partly because the diffusion
of advanced technology makes it possible
for the same number of (or fewer) workers
to produce more output, but also as a
result of the growth in instant print shops.

"Tntérestingly, there has also been an

increase in the number of mergers and
acquisitions.

Table 8: Average Firm Size”

probably accompanied by a decline in the
size of large firms.

Tomlinson et al (1995) note that, for the
immediate future, “Johannesburg inner-city
may fulfil an important incubator function
for the birth and nurturing of new, mainly
African small-scale enterprise, much as is
the case in terms of the empioyment
dynamics 1n other cities of the developing
world.” Given that the printing and
publishing sector was found to be strongly
represented in this location, it can be
assumed that the inner-city of
Johannesburg is likely to piay a similar
incubator role for small enterprise
development in the printing sector.

The size of Pifsa member firms in the
Gauteng printing industry at 1995 is given
in Table 9. The table suggests that about
one-third of the firms can be described as
small, and as many as medium-sized. Lacy

Region Average Firm Size

1972 1982 1588
PWYV 37 30 26
Central Witwatersrand 42 31 29
East Rand 22 19 14
West Rand L 23 n/a 24

The printing and publishing cluster in the
Central Witwatersrand could perhaps
qualify as a medium-firm district in the
sense that the average firm size in 1988
was 29. This is indicated in Table 8.
Moreover, it is interesting to note that
there has been a general decline in firm size
since 1972, white the overall number of
establishments has increased faster than the
rate of employment over the same period
{refer to Table 5). The implication 1s that
there has been growth in small firms,

% Pyke and Sengenberger, 1992,
“1L0O. 1990.

7 Source: Manufacturing Census (15972,
1982,1988).

(1995) remarks that although there are no
historical records, anecdotal evidence
suggests that the proportions will not have
changed much in the past 30 years. The
evidence in Table 8 would appear to
dispute this, and it 1s more likely that there
has been a decline in firm size over time. It
should also be noted that not all firms in
the sector have taken out membership with
the Federation. Moreover, since the
Federation claims to represent 80% of the
industry but 95-99% of turnover, 1t is
reasonable to assume that the non-
represented firms are primarily small
concerns. Thus, it is possible that as many
as 40-45% of all firms can be considered as
small.
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Table 9: Current Firm Size: GautenglPrinting Industry (1995)"

Firm Size (ne. of employees) | No. of Firms Percentage of Firms |
1-5 200 31

6-19 205 32

20-99 193 31

100 + 37 6

Total 635 _ 100

It has already been mentioned that a study
of the inner-city of Johannesburg (refer to
section 4,1.1 above) found that the printing
and publishing sector is an important part
of the inner-city manufacturing economy,
both in terms of number of establishments
and employment. The study noted, too,
that inner-city manufacturing activity is
‘primarily & focus for small and medium
sized production rather than large
manufacturing establishments’.”* It can
therefore be assumed that small and
medium sized firms predominate in the
inner-city printing and publishing cluster.

-

4.4 Co-operation and Competition
Between Firms

This seemingly contradictory behaviour of
firms, namely that they simullaneously
compete and co-operate, is explained in the
industrial district literature in the following
way. Firms are assumed to relate to each
othier by interpenetrating one another’s
formal organisational boundaries. They
pian together, bid on contracts together
and receive technical, financial and other
services from the ‘commons’ together. At
the same time, owner-managers in the
district continue to compete aggressively
with one another, and with other firms
located outside the district.” Thus, co-
operation in one sphere facilitates and
enhances competition in another. The
sharing of information might be carned out
informally at a personal level or more

L gource: Pifsa - Southern Transvaal Chamber,
1995,

T Tomlinson et al, 1993,

™ Harrison, 1991.

formally through specially established
institutions.

There is no doubt that the printing and
publishing sector is a fiercely competitive
one, and has become more s¢ over time.
Internationally, increased competition has
been the single most important
development to affect practically all
segments of printing and allied industries.™
At the lower end of the market, the
technelogical changes that have created
new business opportunities for small
printing shops have as easily driven them
out of the market. The emergence of
electronic media, the rapid growth of in-
plant printing, and the globalisation of
advertising are further reasons for
increased competition in printing services.

Locally, in addition to Lhe tactors already
mentioned, high paper prices, tariff duttes
on paper tmports and a prolonged

recession have all contributed to the
squeezing of profit margins. Maoreover, in
the smaller firms, machinery 1s sometimes
leased, and thus huge capital outlays do not
impose a major barrier to entry into the
industry. As the economy has moved out
of the recession, the demand for printed
material has grown, and one can expect an
increase in the number of firms in the
cluster. Two of the smaller firms
interviewed had already experienced
phenomenal growth in the past year, and
were looking either to expand their existing
premises or purchase an additional
business.

L0, 1990,
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It i5 difficult to determine the exact extent
to which firms co-operate in the
Witwatersrand cluster. On the one hand,
there is clear and open evidence of co-
operation and sharing of information. On
the other, there is a denial of any co-
operative arrangement. Both scenarios will
be discussed in turn.

As a general rule, there ts probably less co-
operation between the jobbing printers (l.e
the instant print shop owner) than there is
between the specialists. The latter have
often created a niche for themselves and
are prepared to bail each other out where
necessary. For example, one of the large
newspaper printers -associated with the
Argus, Sowetan and Times Media groups -
is willing to share its technical expertise
-withits.competitars, and has on cccasion
lent spares to Beeld and Caxton.”
Similarly, a Florida {Roodepoort) printer
describes an unwritten code that exists
between the various printers in the area
which works in the following way: Printer
A is approached to provide a quotation for
some work for a prospective client, who is
known by the printer to have had a long-
standing relationship with printer B.

Printer A will inform printer B of the
situation, in a sense seeking permission to
go ahead with the deal. The proliferation
of franchises in the sector is a further
exampte of this duality. While franchisers
are willing to bail each other out in times of
trouble, they are also competing for a share
of the same market.

It should be noted that while it is often
difficult to elicit responses that recognise
the extent of inter-firm co-operation, this
does not mean that it does not exist. As
Sabel (1992) has suggested, asking
proprietors who do co-operate whether
they in fact do is like “asking members of a

78 Stickland, 1995.
" Briggs, 1995.

loving family whether they commit incest
They are so offended by the question that it
is almost impossible to discern amidst the
expostulations their offhand references to
collaboration - which they take as self-
evidently compatible with complete
autonomy”. Perhaps an example can be
used to illustrate the point. It was
mentioned above that Pifsa conducted a
series of wage negotiations seminars for
the Witwatersrand cluster, which were
attended by in excess of 80 representatives
of printing companies. It is clear that they
shared their experiences with each other
during those meetings. If is doubtful, on
the other hand, whether they would all
describe their relationship with each other
as co-operative.

The fact that firms in a particular cluster do
co-operate does not, however, provide
evidence of dynamic inter-relations among
them, and it is the nafure of inter-firm
linkages, and not the existence of linkages
per se, that is crucially important to the
development of a flourishing cluster. As
Gordon (1994) has remarked, in numerous
studies there 1s a tendency to divorce the
relationships observed between firms
within a localised territorial environment
from any analysis of the totality of
innovation linkages for these same firms,
the latter rernaining completety
unexamined. He is suggesting here that an
analysis of regional economic development
must be based on an explicit theory of
innovation, which enables the theorist to
develop a ‘non-reductionist’ typology of
linkages. In this typology, the interesting
linkages from a policy point of view are
those that enhance innovative capability
within a particular cluster,

4,5 Flexible Specialisation and Vertical
Disintegration

The industrial district 15 assumed to evolve
ouf of the shift in the advanced economies
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away from Fordist mass production
towards a less rigid form of industrial
organisation. This is referred to as ‘flexible
specialisation’, defined as the manufacture
of a wide and changing array of customised
products using flexible, general purpose
machinery and skilled, adaptable workers.”’
In the large firm vartant, firms decentralise
internally and adopt new organisational
techniques. In the small firm variani,
flexible specialisation results from the
clustering of firms and a deep inter-firm
division of labour.”™ Concomitant with the
change in industrial organisation is the
presumed tendency to vertical
disintegration. The shift to small,
independent units is assumed to arise out
of a reaction to economic slump, as well as
to a sectoral shift of economic activities
from industry to the service sector.

4.5.1 Digital technology and its
implications for flexible specialisation

Prior to the development of digital
technology, different firms in the printing
and publishing sector often specialised in
one or more phase of the production
process, and the machinery being utilised
was invanably dedicated to specific tasks.
The advent of digital technology has
revolutionised the industry, and has
heralded in an era of adaptable machinery
and highly skilled labourers. Thus, the new
technology promotes a more flexible
production process., However, it also
reduces the need for specialist pre-press
and repro houses, in that it allows
publishers to bring all the functions of page
make-up in-house and deal direct with the
printers, therefore bypassing the pre-press
sector. It is interesting to note that in this
process of technological change, the pre-
press sector has begun to re-position itself,
and there are some firms who have

7 Zeitlin, 1992,
8 Schmilz, 1993,

responded by investing in printing
machinery.”

It is possible fo conclude from the above
that technological advances in the sector
may contribute to the shift towards flexible
specialisation, while simuitaneously
centralising the function of typesetting with
the publishers (and that of pre-press with
printing itself) through the process of
vertical integration. This finding is
contrary to the stylised industrial district, in
which flexible specialisation and vertical
disintegration go hand in hand.

This finding begs the question, are
industrial districts necessary conditions for
flexible specialisation? Similar questions
can be posed about the tendency to vertical
disintegration. Historically, vertical
integration has been a feature of much of
South African manufacturing and the
printing and publishing sector is no
exception. Nampak, for example, which 1s
owned by Barlow Rand, has a significant
share of the paper packaging and printing
industries in the Southern African region.
CTP holdings has interests which include
printing and packaging, newspaper and
magazine publishing, and ink manufacture.
Caxton, a major printer and publisher, has
a controlling share in CTP, and 1s itself
owned by Argus Holdings.

Does the above pose a problem for the
industrial district ‘model’? Following
Bloch (1993), it could be argued that:

the adoption of fiexilble
production methods may increase
the preobability of industrial
plants clustering in space.......
But flewxibkle producticn technigques
sheuld not be cur main concern.
..the prier analytical step is
being taken of asserting the
imporrtance for inter- and intra-
regional development and policy of
the existence of industrial

cluskters, whether flexibly

¥ Hedenskog, 1995
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[and perhaps vertically
or not [P.39).

crganised
disinteqgrated]

This then is the appropriate approach to an
analysis of industrial districts. Rather than
limit ourselves to the canonical model of
the Marshallian industrial district, we must
begin to recognise and understand the
diversity displayed by the newly-identified
districts. We return to this issue in Section
5 - The limits of the stylised industrial
district model.

4.5.2 Digital technology and its
implications for spatial conceniration

Under traditional pre-press technologies,
i.e. pre-digitization, the preparation of
pages (page make-up) involved a constant
two-way flow between publishers and the
pre-press firms. In simple terms, journalists
made up copy on typewriters, which was
then passed onto typesetters, who input the
copy on a phototypesetter. The copy was
then returned to publisher in the form of
gailey proofs, which were edited and
pasted onto layout boards before being
returned to the typesetter to be made up
into final pages. Pictures were sent
separately to a repro house, where they
were developed to the right size, and then
the text, with the pictures inserted, was
photographed, and the final film
(separations} sent to the printer for plate
making and finally printing.

The complexity of the relationship between
publishers and pre-press firms in the pre-
digitisation era thus promoted a spatial
concentration of firms in the printing and
publishing sector. Editorial staff wanted
their “pre-press firms to be, sometimes
quite literally, round the corner” *

 Driver and Gillespic, 1992

If pre-digital technology encourages the
spatial concentration of the printing and
publishing sector, can it be argued that the
advent of digitalisation will bring about its
dispersion? With the capture of pictures
and text in digital form, it is technically
feasible for publishers to transmit pages on-
line to remote printing sites. Marshall
(1983) made this point, suggesting that:

digitisation and facsimile
transmission will be vital
elements in an information netwerk
which preoemises to stand current
ideas of production and
distribution on their heads. In
the process, it will completely
overturn the crganisation of the
printing industry as it exists.
In the future, it will be
information rather than materials
which will move across countries
and continents (P.71).

There are a number of reasons why the
advent of digital technology has not, and is
unlikely to lead to spatial decentralisation
in the sector. Driver and Gillespie {1992},
for example, point to the fact that there
remain important limitations to the digital
transfer of made-up pages aver existing
telecommunications networks, In most
notable countiies the public switched
(analogue) telephone network is not yet
adequate, either in terms of speed of
transmission or in quality of transmission.
In other words, the intermediate digital
technologies currently in use have not freed
publishers from the need to send a physical
objeéct to typesetters.

However, as technical change brings
forward the possibility for the publisher to
pass raw text direct to the typesetter, so it
removes the need for physical movements
of paper, people and film, as well as the
need for spatial proximity between
publishers and the pre-press sector. The
new technology simultaneously undermines
the position of the independent typesetting
sector. Thus, as has been argued above,
while digital technology offers the
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possibility of the spatial decentraiisation of
typesetting, it also serves to centralise the
function of typesetting with the publishers
through the process of vertical integration.
‘Typesetting therefore remains in the
cluster, but in the publishers’ offices rather
than in an independent typesetting

sector’.®!

Moreover, the 'print near the market’ rule
is always likely to hold, and
decentralisation of this function in the past
owes more to improvements in the
efficiency of transport and physical
distribution networks, than to advances in
technology. While digital interfaces will
allow publishers to send fully made-up
pages down a line to the printer, there is
stitl the problem of actually getting time-
senstive publications distributed.

The arguments above would appear to
suggest that while pre-digital technology
encouraged spatial proximity in the printing
and publishing secter, it is not necessarily
the case that the advent of digitalization
will bring about spatial deconcentration. In
fact, there are sufficient reasons to believe
that the new technology may have the
opposite effect, namely that it resulis in
consolidation of the cluster. While the
printing sector in a South African context
is still a fong way away from full adoption
of digital technology, it would appear that
the initial impact of digitisation has not
fead to spatial decentralisation in the
Witwatersrand sector (see Table 3).

4.6 Socio-cultural ¥dentity and Trust

[t has already been mentioned that a
distinguishing feature of industrial districts
is that the relationships between players in
the cluster are not purely economic, but are
assumed 1o have deep social and cultural
dimensions. One explanation of the origins

! Driver and Gillespie, 1992.

of trust focuses on the relation between
pre-industrial land-tenure patterns and
traditions of artisanal by-employments with
their connections to world markets. > This
model is assumed to explain why the
successful districts have tended 1o
specialise in traditional industries which are
technologically compatible with the small-
scale family structure of most local firms.*

The smali-holder, family agriculture model!
is, however, not very useful in explaining
the rise of numerous districts which have
not specialised in traditional industries,
such as the entertainment industry in Los
Angeles, industrial automation in Turin,
mini-computers in Route 128, etc.® Here,
trust is assumed to be established through
common educational, social and
professional experiences Entrepreneurs,
for example, who are competing over
market share, are in regular contact with
each other through their social clubs,
churches, and on the advisory boards of
local co-operatives and regional
government agencies.”” Workers are not
excluded from this social milieu, where
competitive success arises from innovation
rather than lowering of wages.

Others have suggested that it is doubtful
whether trust relations are the product of a
pre-existing cultural consensus, since if
they were, how would one explain why
successful districts have not always
developed in towns with strong cultural
identities? Moreover, evidence suggests
that overt conflict, has, at times, been a
feature of industrial districts. Zeitlin
(1992) concludes that given these
discoveries, trust relations in industrial
districts appear more a consequence than a
precondition of practical co-operation
among local actors, and soctal consensus

% Sabel, 1992,

%3 Schmitz and Musyck, 1993,
¥ Sabet, 1992.

# Harrison, 1991,

27 INDUSTRIAL STRATEGY PROJECT



SECTORS, CLUSTERS and REGIONS

less an antithesis of conflict than an
outcome of its successful resolution.

It could be argued that the two contrasting
approaches above are not necessarily
incompatible. The refations of trust which
develop in a cluster are arguably the
product of a pre-existing cultural
consensus in some circumstances, and the
outcome of practical co-operation and even
overt conflict in others. It is a moot point,
for example, whether the printers in Florida
referred to above co-operate with each
other due to some underiying social and

cultural dimension to their relationship, or
whether they develop trust for each other
out of their need to co-operate. Similarly,
it would be difficult to determine with any
degree of certainty whether the Young
Management Printers (YMP) exists as an
expression of pre-existing cultural
consensus or as a concerted attempt by
management to engender trust within the
sector.®® The source of the relations of
trust 1s less relevant than that they exist,
and that they facilitate and enhance the
performance of economic clusters.

% The YMP is a club for managers and potential
managers in the printing industry, and has
branches in Southern Transavaal {(Gauteng), the
Western Cape and KwaZulwMatal, The YMP
started the Southern Transvaal Chamber in 1938,
and today has 100 members representing 70
companies. [ts membership derives from a mix of
small and larger firms. The Chamber’s social
activilies in 1995 included a Saint Valentine's Day
party, a Golf Day and charity events to raise
money for Our Children’s Home. The Chamber
also holds two annual weekend seminars to discuss
industry-specific issues. The Winter Seminar
discussed Drupa (l.e. the industry’s international
trade show, held in Disselderf in 1995), while the
Spring Seminar focused on customer relations,
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ointing to the empirical evidence, a
number of social scientists have

noted that the industrial district
model that developed (essentially) out of
the particular experience of the Third Italy
has not been able to accommodate in a
meaningful way the diversity displayed by
contemporary districts. This should not be
surprising , given that it is not an analytical
model but merely a list of styhsed facts,
thereby limiting its ability to explain
changes over fime. Zeitlin (1992), for
example, has observed that:

these newly-identified districts
display a diversity in economic
performance, internal organisation
and social complexién. Some are
world-renowned centres of
technological innovatien with
commanding export positions, while
others are still struggling to
establish their position in
domestic and interpational
marxets. Small and medium-sized
family firms overwhelmingly
predominate in some cases, while
large-scale enterprises and
external capital play a more
significant rele in others. Scme
districts have formalised co-
operation among leocal actors
through a variety of collective
institutions, whiie cothars have
experienced greater difficulty in
forging common interests among
competing firms and sccial groups
(P.2E3}.

QOthers have focused on the theory
underlying the model. Storper (1994}
suggests that the most important criticism
of the flexible specialisation (industrial
district) model has been that it failed to
define, in analytical terms, precisely what it
was that distinguished a ‘technologically
dynamic, territorially based cluster of firms
from those systems of firms that did not

share these characteristics, but still
appeared to be flexible and specialised.”

Gordon (1994) makes a similar point,
arguing that a findamental flaw in these
approaches is that they lack an explicit
theory of innovation. In elucidating such a
theory, he cites six factors which play a
specific individual role in structuring
regional innovation processes. First, there
is the critical role of state action. Second,
industrial structure exerts an important
independent influence on the possibilities
for innovation. Third, the governance
structure of inter-firm relations is a factor
of autonomous strategic importance,
independent of industrial structure per se.
Fourth, the form in which a region’s
innovation system is integrated into
refationships beyond the region is a crucial
aspect of territorial innovation. Fifth,
different types of innovation logic entail
both different institutional assumptions and
different implications for industrial
competitiveness. And sixth, regional
systems of innovation are not autoncmous,

Central to this approach 1s the theoretical
notion of the milieu, essentially a context
for development, which empowers and
guides innovative agents to be able to
innovate and co-ordinate with other
innovating agents. Conceptually, itisa
territorial version of Granovetter's
“embeddedness” of social and economic
processes (in Storper, 1994). Suggesting
that the milieux school does not go far
enough in specifying the potential
mechanisms and processes by which
milieux function, Storper grounds his
theory of innovation in evolutionary
economics, describing the region “as a
nexus of untraded interdependencies’
(1994). Here, technologica! change is an
endogenous property of economic systems
that is ‘noi the result of allocational
adjustments but rather of interdependencies
that are untraded, where the latter include
labour markets, public institutions, and
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“conventions” or common languages and
rules for developing, communicating and

interpreting knowledge.”
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erhaps the most important lesson

that derives from a critical analysis

of the industrial district model is that
innovative, collaborative inter-firm
relations - both within and outside the
region - are the driving force behind
dynamic regions, and that one cannot
simply deduce innovative capability from
agglomeration. In proposing a new _
approach to regional industrial analysis and
development policy in South Africa, Bloch
(1993) makes this point, suggesting that:

rather than merely hypeostasising
such agglomerations as networks of
small~ and medium-sized firms,
greater attention will have to be
paid to the elaborate patterns of
production organisation within
such clusters, as for example the
shifting balances beétween the
vertical integration and
disintegration of preduction
precesses in plants of different
sizes (P. 46}.

Since technological innovation is
increasingly a product of social innovation,
the kinds of linkages central to perpetual
innovation require “deliberate co-
ardination as the region seeks solutions
beyond those ordained by prevailing
allocations systems and cumulative
technological trajectories” *” There is thus
a need for policy to produce new types of
public goods that are “specific to
technological-economic spaces”.** In other
words, while it is necessary to continue to
develop public goods such as industry-
specific labour skills and training,
technologies and industry- or region-
specific assistance to firms, it is much more
important for policy to facilitate
“conventions which make possible certain
capacities for collective action and co-
ordination” (P. 25).

¥ Gordon, P. 32
* Storper, 1994,

What remains now 1s an assessment of the
role that institutions, including government
at alt levels, could play in encouraging the
development of innovative, collaborative
inter-firm relations in the printing and
publishing sector. A necessary starting
point in this regard is a filliere approach to
the sector. In other words, any
restructuring in the sector must address the
probiems in the entire production chain,
from the manufacture of pulp and paper to
the production of printed and published
goods. It is thus recommended that
industry task forces, consisting of
government officials and industry
stakeholders, be established. Stakeholders
would include representatives from a) pulp
and paper makers; b) paper merchants; ¢)
Pifsa, SAPC and the trade magazines, d)
trade unions; e) printers, publishers, pre-
press and repro houses; and {) industry
analysts and academics.

While it is necessary to establish a task
force which deals with “filiere-wide”
issues, it should be berne in mind that there
are a number of issues which are pertinent
to the printing cluster alone. It is therefore
important to have a task force which
focuses specifically on printing sector
issues. It should be mentioned, too, that a
first stage in the formation of such task
forces will necessarily involve altempts to
overcome the feelings of mistrust of
government which exist in the printing
sector, particularly since the controversy
surrounding the printing of ballot papers
for the national election in May 1994

The “industry-wide” task force would be
empowered inter alia to address the
following issues.

» The paper price debate

There is a need to analyse in more detail
the reasons why South Africa produces
pulp and newsprint almost 10% cheaper
than its northern competitors, yet charges
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domestic paper buyers about 10-15% more
than world prices. It will need to be
assessed whether paper prices reflect
simply the laws of supply and demand, or if
manufacturing inefficiencies, poor
productivity levels and/or relatively high
tariffs distort paper prices in the sector.

e A review of tariff arrangements in the
sector

Tt has been mentioned that there are
differing views with respect to taciff
structures in the secter, and that this has
created tension between paper makers on
the one hand and printers and publishers on
the other. There 1s clearly a need to
investigate in more detail the impact of
current tariff arrangements on the various

_stakeholders . Recommendations in this
regard can then be put to national
government structures.

The “cluster-specific” task force would be
empowered inter alia to address the
following issues:

e The impact of technological advances
on skill levels

It has been suggested that, with the advent
of digital technology, there is evidence of
deskilling, polarisation of the workforce,
and domination of higher skills in the
printing and publishing sector. Moreover,
it was noted that the SAPC has responded
by allocating some of its resources to the
training of journeymen who have been
made redundant by advances in technology.
There is clearly a role here for government
to provide resources to the Printing
College for the training of a more flexible
workforce.

s The growth in small~ and medium-sized
firms in the cluster

There is evidence that the Witwatersrand
cluster has experienced significant growth

in small- and medium-sized firms over the
past decade. If the international experience
is anything to go by, this trend is likely to
continue, particular since the use of
increasingly efficient and cheaper
technologies that allow cost-effective de-
scaling has resulted in the proliferation of
small instant-print shops in a number of
countries. The support (credit, tramning,
information) of small firms by the industry
and government 1s likely to give a boost to
black empowerment initiatives.

The role of government (n supporung the
development of small, medium and micro
enterprises (SMMEs) has been spelt out in
a Department of Trade and Industry White
Paper, and will not be repeated here. It1s
sufficient to note that the formation of
local service centres should provide an
opportunity for emerging entrepreneurs o
access information on market opportunities
in the sector. Moreover, emerging biack
entrepreneurs could benefit from credit
facilities and training programmes made
available through the local service centres.

The industry itself should not, however,
expect government to provide all the
support required by small emerging
businesses. It has been noted that the
strongest support for the Federation (and
the College) comes from the large printers,
and that the smaller printers did not feel
that they had benefited as a result of their
membership. There is a need for Pifsa to
place more emphasis on the needs of its
smaller members. In this regard, the
Federation, which raises its funds by
charging members a joining fee (the fee is
on a sliding scale and increases with firm
size), should make some of these resources
available to emerging small businesses.
Muoreover, given its intimate knowledge of
the industry, Pifsa is better suited to create
an information centre (perbaps in tandem
or partially funded by government), which
would begin to provide “real services” to
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the industry, and particular in support of
small firms.

o Therole of the Printing College

There is similarly a role for the Printing
College in supporting the growth of small
and medium sized firms. This would
require that the College extend its training
programme beyond the provision of
technically orientated courses. The
College should begin to initiate training
programmes that focus on the development
of financial management and business skills
which are relevant to the industry.

s The role of Pifsa’s Scuthern Transvaal
Chamber,
It has been argued that the services
provided by the Southern Transvaal
Chamber ought to reflect more the
uniqueness of the Witwatersrand cluster.
One particufar characteristic of the cluster
is that it is strongly represented in the
inner-city of Johannesburg, an area which
is likely to play an important incubator role
for small enterprise development. The
Chamber should begin to consider the role
it can play, together with provincial and
local government stakeholgers, in
promoting small scale business
development in the printing sector in the
inner-city of Johannesburg.
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