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Introduction 
This document endeavours to capture the domestic wearing apparel (or clothing) 
sector’s major market and production trends, as well as broader dynamics. These 
foundational elements are a mechanism for identifying current clothing sector 
constraints and opportunities and hence policy related challenges. The document is 
comprised of six sections. Section 1 provides an overview of the sector’s major trends 
as gleaned from TIPS data, whilst Section 2 reviews the sector’s structure in respect 
of various criteria. Section 3 explores market trends and competitiveness related 
issues, with Section 4 then exploring the international and government policy 
framework in which the industry operates. Section 5 attempts to synthesise the 
constraints and challenges confronting the sector, with Section 6 considering the 
policy implications and opportunities arising from the analysis. 
 

1. Overview of sector trends 
TIPS data, as presented in Table 1, shows that the SA wearing apparel sector has 
performed poorly. By comparing the average of the indicators for the period 1994-8 
with the average for the period 1999-2003, it is clear that sector’s performance has 
deteriorated. In particular, there has been deterioration in real value added at basic 
prices (10.4%), real exports (4.4%), employment (0.6%), output per employee 
(11.9%), remuneration per employee (6.8%) and gross mark-up (7.8%). Interestingly, 
both exports and employment increased (by 1.8% and 1.1% per annum respectively) 
from 1994 to 1998, but declined (by 8.0% and 1.1%) from 1999 to 2003, while real 
value added declined consistently over the two periods. Real output per employee 
decline from R67,935 to R60,716 between the two periods, whilst remuneration per 
employee also fell (from R18,935 to R17,224).  
 

Table 1: TIPS data on the wearing apparel sector (SIC313-5), 1994-20031 
 1994 - 1998 1999 - 2003 
 Weighted Not 

weighted 
% 

Contribute 
Avg. for 
period 

Weighted Not 
weighted 

% 
Contribute 

Avg. for 
period 

Avg. 
change 

(%) 

Weighted annual average % change*  
Value added at basic prices -1.43 -1.1 0.6 3,125 -0.39 -0.95 0.48 2,799 -10.44 
Final output-Exports of goods/services 1.75 0.91 0.69 928.86 -7.99 -7.03 0.54 888.18 -4.38 
Employees 1.1 0.86 1.73 135,579 -1.11 -1.14 1.18 134,815 -0.56 

Average over the period* 
Employment output ratio: Employees 
per Rm       14.72       16.47 11.89 
Remuneration per employee (Rand)        18,482       17,224 -6.81 
Gross markup**-Current prices       7.61       7.02 -7.75 
GDFI*** output ratio-Current prices       0.02       0.03 50.00 
Fixed capital stock output ratio-Current 
prices       0.11       0.13 18.18 
Export-output ratio-Current prices 10.18 9 1.34 11.27       19.97 77.20 
Import leakage****-Current prices       11.65       11.41 -2.06 
Imports-domestic demand ratio-Current 
prices       10.26       9.11 -11.21 

Weighted annual average % change 
Labour productivity index       -2.64       0.67 125.38 
Fixed capital productivity index       -4.20       0.60 114.29 
Multi-factor productivity index       -2.70       0.58 121.48 

Source: Tips – South African Standardised Industry Database 
Note: *Rm at constant 1995 prices, unless otherwise stated, **Gross operating surplus ratio, ***Gross domestic fixed 
investment, ****Intermediate imports ratio 
 
In contrast, there has been an improvement in the GDFI output ratio, the fixed capital 
stock output ratio and productivity indicators between the two periods. Although the 
                                                 
1 Table 1 includes SIC 313-155. SIC 315 captures ‘dressing and dyeing of fur, and articles of fur’. This 
category is usually excluded when analysing apparel. Most of the subsequent data comparisons thus 
exclude SIC 315. Moreover, it accounts for less than 1% of the total, making its inclusion/exclusion 
insignificant. 
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GDFI output ratio grew by 50%, this growth in investment was from only 0.02% to 
0.03% of output. Average fixed capital stock similarly grew from 0.11% to 0.13% of 
output (or 18.18%). Over the 1994 to 1998 period, the average productivity of labour, 
fixed capital and multi-factor productivity were all exceptionally low, with less than 
zero units of output produced by each. For the 1999 to 2003 period, the productivity 
index for each indicator was positive, although still low. Labour productivity reached 
an average of 0.67 units of output per employee, fixed capital productivity rose to 0.6 
units and multi-factor productivity improved to 0.58 units.  
 
Regarding imports and exports, Table 1 shows an improvement in the export-output 
ratio, import leakage (the amount that is imported to satisfy local demand) and the 
import minus domestic demand ratio (import penetration). The data show that exports 
increased from 11.27% to 19.97% of output over the 1994-8 to 1999-2003 period. 
Imports as a proportion of local demand declined from 10.26% to 9.11%. In 
summary, the performance of the sector over the two periods under review has been 
poor. Not only has real value added and real exports declined, so has employment.  
 
These overall trends (although not the absolute values) are supported by additional 
statistics from Statistics South Africa and the DTI database. According to these data 
sources nominal clothing sales increased from R10 billion in 1995 to R13 billion in 
2003, but the real value of sales actually declined from R11.8 billion in 1998 to R10.4 
billion in 2003, a 12% decline. Employment in the wearing apparel industry has 
followed a volatile, negative trend, falling by 9.4%, from 125,181 employees in 1994 
to 113,464 in 2003 – a loss of 11,717 jobs. However, it is important to note that 
official statistics are likely to underestimate total clothing industry employment due to 
the large number of informal, micro and home industries that are not captured. In 
contrast to the data presented in Table 1, the output per employee calculated using 
Stats SA data provides a higher average of R80,001 per employee for the 1999 to 
2003 period, and an annual average growth of 3.48%, reflecting a positive trend. 
 
The clothing sector performs well in terms of capacity utilisation, with average 
utilisation rates of 85% over the 1990-2003 period. Nevertheless, capital expenditure 
on new assets is exceptionally low at an average 1.4% of sales from 1992 to 20022. 
Although the clothing sector is labour-intensive, it is still necessary to invest in 
capital, technology and innovation to become internationally competitive, especially 
in light of the constantly changing global environment. Lastly, there has been an 
increase in the export propensity of firms, as well as an increase in import penetration. 
Although the industry’s export performance has improved since the early 1990s, it 
remains modest, reaching 1.4% of total manufactured exports in 2003. Additionally, 
the demand for clothing is price elastic and therefore the recent appreciation of the 
Rand has resulted in a loss in export volumes. With regards to imports, the nominal 
value of clothing imports more than doubled from 2000-3, reaching R2.9 billion3. 
 

                                                 
2 Clothing sales was calculated using SIC 313-314, while capital expenditure data includes SIC 315. 
SIC 315’s sales value is not available and capital expenditure data is reported in aggregate form, 
leading to a slight over-estimation of capital expenditure for the sector.  
3 If under-invoicing and the smuggling of garments into SA are factored in, the situation is likely to be 
far worse. According to the Textiles Federation of SA, the unit price of garments imported into SA 
declined from an average R21.43 in 2002 to R12.78 in January-June 2003. The value of official 
imports thus under-represents the growth in import penetration levels into the domestic economy. 
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2. Analysis of sector dynamics 
The SA clothing industry is concentrated in three provinces: Western Cape, KwaZulu-
Natal and Gauteng. According to National Bargaining Council statistics, as of June 
2004 there were 827 clothing firms in SA, with 327 located in the Western Cape, 239 
in the Northern areas, 219 in KwaZulu-Natal and 42 in the Eastern Cape4. Across SA, 
the sector comprises of a number of well-established large firms, a number of 
SMMEs, as well as home industries. There is also a large cut-make-and-trim (CMT) 
industry (mainly in the Western Cape) that ranges from large, well-established firms 
to small home industries. In addition, many of the smaller enterprises form part of the 
informal economy. Similarly, there is a diversity of fabrics that are used across the 
provinces, ranging from natural fabrics to synthetics and synthetic mixes. However, 
higher value-added fabrics (e.g. wool) tend to be used mainly in the Western Cape. 
Even though the clothing sector is concentrated in only a few areas, primarily the 
Western Cape and KwaZulu-Natal, there are some major differences between the 
industries in these provinces, as outlined in Table 2. 
 

Table 2: A comparison of the Western Cape and KwaZulu-Natal clothing sectors 

Western Cape  KwaZulu-Natal 
Firms are concentrated in the Cape Town metropolitan  Firms are located in the metropolitan area of Durban 

and outlying non-metropolitan areas 
The industry consists of full-line manufacturers and a 
large number of CMTs 

There is a smaller concentration of CMTs 

Firms are subject to a comparatively higher cost 
structure e.g. wages 

Firms are subject to a lower cost structure5 

Firms produce mainly for the higher end of the market Firms produce mainly for the lower end of the market 
and wholesalers 

Most firms are South African owned Many firms are foreign owned – Chinese, Taiwanese, 
Indonesian and Singaporean 

Firms focus on domestic markets due to their higher 
value position and proximity to retail head offices  

The industry’s lower cost structure has meant that 
firms in this region have a greater export focus 

 
The single most significant input into the clothing sector is fabric, which accounts for 
approximately half of the cost to produce a garment. This clearly ties the domestic 
clothing and textiles industries together, and even more so with various trade 
agreements stipulating rules of origin requirements for clothing exports (see Section 
4). A constraint to the clothing industry is the shortage of domestically produced 
fabrics, as well as the limited variety of fabrics produced locally. These factors inhibit 
the ability of firms to meet the rules of origin requirements for exports under 
preferential trade agreements, and forces firms to import fabrics that are not produced 
locally. Furthermore, because these rules of origin tie the domestic textiles industry 
into the clothing production process, any weakness in the textiles sector has a marked 
impact on the success of clothing exports. A recent survey on the SA textiles industry6 
revealed that although the industry does have operational strengths, there are 
numerous competitive weaknesses that remain: Long lead times, poor delivery 

                                                 
4 The national bargaining council began to include non-metro area firms in their statistics from 2003, 
but this process has not yet been completed, and therefore these statistics are also incomplete.  
5 ‘Grade A’ employees can earn R611 a week in the Western Cape, but only R463 in KwaZulu-Natal. 
Although metro wage rates are the same for the two provinces, the high proportion of firms and 
employees in KwaZulu-Natal’s non-metro areas gives it a low cost structure. In addition, non-metro 
firms do not have to provide sick leave or contribute to provident funds. 
6 This is based on a benchmark survey of 26 SA and three international firms. B&M Analysts compiled 
the survey for the Textiles Federation in 2004. Although the sample is small, the findings are strongly 
suggestive of the industry’s performance. 
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However, the highly regulated labour market has a marked impact given the 
industry’s labour-intensiveness. In this regard wage rates, as well as the oft-cited 
‘inflexibility’ of the labour market, appear to have a considerable impact. Many 
clothing firms are relocating to non-metro and decentralised areas (particularly in 
KwaZulu-Natal) where they are able to pay lower wages. This relocation has occurred 
in an attempt to compete with cheaper imports as a result of global trade liberalisation 
and lower wage rates in competitor countries. As Table 4 shows, SA has high labour 
rates when compared to competitor countries13. Furthermore, SA is not only 
competing with countries that have lower wage rates, they also have more flexible 
labour markets in terms of additional labour costs (such as overtime and shift pay, 
sick leave and pension contributions). These factors increase costs, decrease 
flexibility and reduce the ability of firms to compete effectively, particularly when 
competing in standard, commodity markets.  
 

Table 4: Hourly labour costs - A comparison of selected countries, 2002 

Source: Economics Intelligence Unit (2004) 
 
Other constraining elements include the SA textiles industry’s lack of 
competitiveness14 (with clothing firms forced to source from them due to high tariffs 
on imported fabric and AGOA’s three-stage conversion rule), the apparent 
indifference to local sourcing amongst major domestic retailers, the failure of clothing 
manufacturers to adhere to world class manufacturing standards, the failure of the 
industry to employ state of the art technologies; and skills deficiencies created by the 
perception of many professionals that clothing is a ‘sunset industry’ and hence a 
sector to be avoided when entering the corporate arena.  
 
6. Industry opportunities 
Although the clothing industry has not performed well recently, it is important to 
reiterate its labour-intensiveness and the fact that it employs over 120,000 people. It is 
thus essential that policies and interventions be put in place to secure the sector’s 
growth and development, or that at least limit the losses that are likely to occur over 
the next few years. In this regard policy needs to be directed at first stabilising the 
industry and re-establishing its foundations, and then providing an enabling 
environment for its future growth.  
 
In relation to stabilising the industry, three major opportunities stand out. First, it is 
essential that the national government accept the clothing and textiles industries’ 
request for the establishment of a two year Interim Development Programme for the 
two sectors, whilst it researches and finalises a fully WTO compliant programme in 
2005, to be implemented in April 2007. The Interim Development Programme will 
need to be defended by the DTI at the WTO, but it represents an essential bridging 
mechanism to secure confidence in the short-term future of the industry beyond the 
                                                 
13 With the appreciation of the Rand since 2002, SA is in an even weaker comparative position. 
14 There are a few notable exceptions to this, however, with certain of the textiles firms operating at 
international competitiveness levels.  

Country US$ per hour Country US$ per hour 
Bangladesh 0.39 Kenya 0.38 
Sri Lanka 0.48 Mauritius 1.25 
China 0.68-0.88 South Africa 1.38 
India 0.38 Madagascar 0.33 
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existing expiry date of the DCCS (March 2005). Many of the constraints outlined in 
Section 5 are underpinned by the industry’s lack of confidence in its own future and it 
is thus essential that this position be reversed, i.e. firms need to be given confidence in 
respect of government policy support for the sector. Second, and linked to this, it is 
essential that the national government maintain apparel tariffs at existing levels (40%) 
for the next two years, whilst providing technical and monetary resources to Customs 
and Excise to prevent illegal imports. This should increase the effective rate of 
protection being afforded firms, thus giving them more opportunities in a strong 
performing domestic market. Third, given the concentration of the clothing industry 
in KwaZulu-Natal, Western Cape and Gauteng it is recommended that the national 
government make resources available to those provincial governments to intervene 
regionally. This will give them the opportunity to support firms to upgrade their 
production activities and operational performance in line with changing market 
requirements. Many of the constraints outlined in Section 5 (skills and capital 
deficiencies, as well as the lack of firm-level adherence to world class manufacturing 
standards) could be effectively grappled with at level. Given the fact that this implies 
significant intra-firm learning, as well as a high level of inter-firm cooperation, this 
raises the opportunity for the establishment of industry clusters with regional and 
local government involvement to ensure they are legitimised and financially capable 
of carrying out identified interventions. 
 
In relation to broader enabling opportunities, four clear opportunities stand out. First, 
national government negotiations with the US to secure more favourable conversion 
rules for the clothing sector in respect of AGOA (i.e. permitting one-stage, or even 
two stage conversion) could provide a positive stimulus to the sector, although this 
could have a negative impact on the SA textiles industry and as such needs to be 
analysed carefully. Second, national government, perhaps via provincial government, 
could establish a duty credit exchange (as proposed by the clothing and textiles 
federations to the DTI) where firms are able to sell their credits to other clothing and 
textiles manufacturers, thus reducing the sale of credits to retailers and therefore 
limiting the importing of completed apparel. Third, given the importance of technical, 
design and managerial skills development within the sector, the existence and 
cooperation of clothing-focused educational and technical institutions needs to be 
secured. Here government bodies can, for example, create specialist centres of 
research and technical excellence, build managerial degree programmes, encourage 
R&D activities and bolster the upgrading of skills within the industry. Finally, 
national government can help develop domestic and international market 
opportunities by: (a) encouraging domestic retailers to source locally, (b) setting up of 
an information hub that provides market information, trade intelligence, information 
on support measures, commissioned research, and information on manufacturing 
trends, and (c) helping to develop an SA/African clothing brand. 
 
In isolation, implementation of the interventions highlighted above is unlikely to 
render a fundamental transformation of the SA clothing industry’s presently dire 
position. However, the accumulated impact of the foundational and enabling 
interventions could be profound. The worst case scenario is that the industry will lose 
less employment than would otherwise be the case, whilst the best case scenario could 
see the clothing industry stabilising its employment base in the short term and then 
slowly building both sales and employment in the medium to long term. 
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Appendix A: Alternative data sources and 
research 
 

Alternative data sources 
 Statistics South Africa 
 Department of Trade and Industry database 
 Customs and Excise data for an estimate of exports and imports by province 
 The WEFA or Global Insight data for national and provincial data 
 www.Agoa.info for AGOA trade data 
 The Office of Textiles and Apparel (http://otexa.ita.doc.gov) for US-SA trade 

data 
 

Recently completed research 
 Barnes, J. et al (2004), “An analysis of the MIDP’s contribution to the success 

of the South African automotive industry – Policy lessons for the clothing, 
textiles and paper and paper products industries”, NPI Research Report: 
26/06/2004. 

 Gibbon, P. (2002), “South Africa and the Global Commodity Chain for 
Clothing: Export Performance and Constraints”, mimeo. 

 Minor, P.J., Velia, M. and Huges, J.K. (2002), “Assessing the potential for 
South African clothing exports to the United States and how the DTI and the 
South African clothing industry could best ensure that this is maximised”, 
Research Report to the South African Department of Trade and Industry. 

 Moodley, S. and Velia, M. (2002), “An analysis of the recent exporting 
trajectory of the South African clothing value chain: Upgrading or 
Downgrading?”, Research Report No. 54, School of Development Studies, 
University of Natal, Durban. 

 Morris, M., Barnes, J. and Esselaar, J. (2004), “An identification of strategic 
interventions at the Provincial Government level to secure the growth and 
development of the Western Cape Clothing and Textiles industries”, compiled 
for the Western Cape Provincial Government Department of Economic 
Development and Tourism, by Benchmarking and Manufacturing Analysts. 

 Ralis (2004), “Observation and Results from the Rapid Appraisal of Local 
Innovation Systems (RALIS) exercise conducted in the Clothing and Textile 
Sectors of the Western Cape, South Africa”, Mesopartner: Local Economic 
Delivery. 

 Robbins, G., Todes, A. and Velia, M. (2004), “Firms at the crossroads: The 
Newcastle-Madadeni clothing sector and recommendations on policy 
responses”, An initiative of the KZN DEDT and Newcastle Municipality. 

 Skinner, C. and Valodia, I. (2002), “Labour Market Policy, Flexibility and the 
Future of Labour Relations: The case of the KwaZulu-Natal Clothing 
Industry”, Transformation, Vol.50: 56-76. 

 Wesgro (2002), “Background report on the Clothing Industry in the Western 
Cape Province of South Africa”, produced for Wesgro by Eckart Neumann. 

 

Appendix B: Current initiatives in the sector 
 

Western Cape Province 
1. Cape Clothing Benchmarking Initiative (CCBI): This is a pilot project initiated 

and funded by the Western Cape provincial government with the objective of 
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formally launching a Cape Clothing Cluster as an association not for gain in early 
2005. The cluster will be run by industry representatives and partially funded by 
the provincial government. 

2. Clotex: The Clothing and Textiles service centre for the Western Cape. Support 
organisation for CMTs and small clothing manufacturers. Provides technical and 
business training, links individuals and organisations within the industry. 

3. CapeMac: Cape Manufacturing Advisory Centre to improve the competitiveness 
and growth of existing manufacturing SMME’s. 

4. Most recently completed research: Morris, M., Barnes, J. and Esselaar, J. (2004), 
“An identification of strategic interventions at the Provincial Government level to 
secure the growth and development of the Western Cape Clothing and Textiles 
industries”, compiled for the Western Cape Provincial Government Department of 
Economic Development and Tourism, by B&M Analysts. 

5. Additional research: Ralis (2004), “Observation and Results from the Rapid 
Appraisal of Local Innovation Systems (RALIS) exercise conducted in the 
Clothing and Textile Sectors of the Western Cape, South Africa”, Mesopartner: 
Local Economic Delivery; Wesgro (2002), “Background report on the Clothing 
Industry in the Western Cape Province of South Africa”, produced for Wesgro by 
Eckart Neumann. 

 

KwaZulu-Natal Province 
1. Research: Robins, G., Todes, A. and Velia, M. (2004), “Firms at the crossroads: 

The Newcastle-Madadeni clothing sector and recommendations on policy 
responses”, An initiative of the KZN DEDT and Newcastle Municipality. 

2. There are a range of income generating community projects in KZN, some of 
which involve the clothing industry e.g. sewing clubs. 

3. The provincial government has advertised inviting service provides to tender for a 
Clothing and Textiles Cluster pilot project. 

4. The provincial government will advertise shortly inviting service providers to 
tender for a Clothing Development Centre to be located in Newcastle. 

 

Appendix C: Information gaps 
There is a variety of national data available within in South Africa, but it is crucial to 
have one accurate, complete and up-to-date database available for sectoral 
performance trends and analysis. Perhaps more importantly, however, is the lack of 
data available below a national level. Forces other than regional needs drive central 
collection agencies and as a result provincial data is practically unavailable. Second, it 
is clear that due particularly to the labour-intensive nature of the clothing industry a 
loss of this sector would have a marked impact. Nevertheless, the extent of this impact 
is uncertain as no socio-economic impact studies have been undertaken. 
 

Appendix D: Key people in the clothing sector 
 Jack Kipling – CloTrade 
 Johann Baart – Clothing Manufacturers Association 
 Gert van Zyl – Clothing Manufacturers Association 
 Robbie Roberts – National Bargaining Council 
 Ibrahim Patel – SACTWU 
 Andre Kriel – SACTWU  
 Stuart Gottschalk – Clotex  
 Graham Choice – GMA  


