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1.  INTRODUCTION   
 
This report presents the findings of the PESTEL analysis conducted by the 
Services Seta as part of the process of renewing the Sector Skills Plan (SSP) 
for 2008. 
 
1.1. The project purpose and outcomes  
 
The overarching purpose of the project is to provide a Pestel analysis of the 
services sector.  
This is achieved by pursuing the following outcomes: 

 
Á Outlining strengths, weaknesses, opportunities and threats facing the 

services sector (or SWOT analysis). 
Á Identifying non-sector specific and sector-specific change drivers 

impacting on the services sector. 
Á Listing the impact of change drivers on scarce and critical skills in the 

services sector.   
 
1.2. Research Method 
 
A triangulated research approach using a literature study, survey and 
workshops was adopted.  This design provides valid and reliable results from 
different perspectives, which corroborates the research findings using 
different research techniques.   
 
The research process proceeded in three phases: 
 
Á A literature review to perform the PESTEL analysis of the 24 

chambers. 
Á A Survey of scarce skills and critical skills identified in the PESTEL 

analysis. 
Á Workshops to validate the PESTEL analysis as well as conducting a 

SWOT analysis.   
 
1.2.1   Phase One - The Literature Review 
 
A critical review of literature pertaining to the 24 chambers in the services 
sector was undertaken.  This involved examining the industryôs external 
environment to identify trends, opportunities and threats that may act as 
change drivers in the sector.  The following sources were studied: 
 
Á Annual report of listed firms, employer bodies, trade associations and 

trade unions 
Á Industry studies in the services sector (including international studies) 
Á Market research financial houses 
Á Trade associationsô publications 
Á Business magazines 
Á Company documents 
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Á Government policy documents 
Á Economic research unit publications 
Á Sector Skills Plans of the Services SETA 
Á Academic publications 

 
This review produced: 
 
Á Change drivers operating in each industry 
Á Implications of change drivers on skills development 
Á A list of scarce skills and critical skills required by each industry    

 
1.2.2.   Phase Two - Industry Survey  
 
To extend and validate the PESTEL analysis, an industry-wide survey was 
undertaken.  
 
The objectives of the survey were to: 
 
Á Identify the scarce skills in each industry in the services sector 
Á Determine the degree of demand for scarce skills 
Á Identify the generic critical skills in each industry 
Á Determine the relative degree of urgency of critical skills 

 
A total of 165 industry representatives participated in the surveys.     
 
1.2.2.1.     Questionnaire distribution  
 
For effective and efficient distribution, the 24 industries were grouped into 6 
clusters to create 6 questionnaires.   
 
The groupings were as follows: 
 
1. Direct marketing + Market research + Marketing communication  
     + Marketing services + Contact centre (BPO) 
2. Property management + Quality management + Real estate +  

General consulting + Generic project management 
3. Business services NEC + Events and conference management  

+ Hiring services + Other business services + Other service activities 
4.  Mail handling and courier services + National postal services  
5.  Associations, federations, and umbrella bodies + Bargaining council  
     and labour recruitment 
6.  Beauty treatment + Menôs and ladies hair dressing + funeral and  
     related + General cleaning services  
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1.2.2.2.   Validity and reliability  
  
Validity and reliability was established by means of: 
Á A Pilot study ï the questionnaire was piloted for issues related to 

language, comprehension, relevance, ease of response, and basic 
layout. 

Á Content validity ï the literature review conducted exclusively detailed 
the skills requirements for each sector together with a comparison to 
the previous SSP.   

Á Reliability was established by determining the degree to which the data 
from the workshop converged with the survey data.   

 
1.2.3. Phase Three - Participant workshops  
 
Six regional workshops were conducted with industry stakeholders.  This 
method allowed an in-depth dialogue and provided probing opportunities with 
industry stakeholders about changes impacting on their industry and the 
associated scarce and critical skills requirements.   
 
The objectives of these workshops were to: 
Á Validate the literature review (PESTEL analysis) 
Á Perform an industry SWOT analysis  
Á Identify change drivers facing the industry 
Á Specify the scarce skills and critical skills required 

 
1.2.4.     Phase Four - Report 
 
This was the final phase of the project which culminated in a consolidated 
research report derived from the findings of the literature study, industry 
survey and workshops. 
 
1.3. Stakeholder Participation 

 
1.3.1. Workshops 
Workshops were held in 6 regions of SA.  These workshops provided a 
platform for stakeholder feedback on scarce skills, critical skills, Pestel 
analysis and SWOT analysis.  The following table indicates the workshop 
attendance rates. 

 
Table 1: Participant attendance and chamber representation 

 

Regions No. of 
Participants 

No. of Chambers 
Represented 

Durban 11 7 

Johannesburg 18 6 

Cape Town 14 4 

Bloemfontein 11 8 

Port Elizabeth 11 7 

Nelspruit 16 8 

Total 81  
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2.  PROFILE OF THE SERVICES SECTOR  
 
Á The services sector is the largest contributor to the GDP in South 

Africa.   
 
Á Approximately 160 000 companies comprise the services sector, of 

which 140 000 are SMEs.   
 

 
Á Active levy paying members are estimated at 14 000. 
 
Á The services sector is evolving into a dynamic industry driven by 

technological changes, competition, and globalization. 
 
Á The contribution of the services sector to the South African economy is 

similar to developed economies. 
 

 
Á Growth rates of this sector are also comparatively faster than the 

primary and secondary sectors. 
 
Á The services sector is one of the largest and diverse sectors 

contributing to the South African economy. 
 

 
Á Of the 24 chambers making up the Services SETA, the majority of the 

chambers are in producer services, 16 in the business services sub-
sector and 2 are in communication services.  A fair number of the 
chambers are also concentrated in personal services.   

 
Á The Services SETA are legislatively obliged to assist SMEs in 

instances of SMEs being incubators of scarce and critical skills.   
 

 
Á The Services SETA is responsible for skills development within the 

services sector.   
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3. CHANGE DRIVERS IMPACTING ON THE SERVICES SECTOR 
 

 
3.1 Non-Sector Specific Change Drivers 
 
There are a myriad of non-sector specific change drivers. This section 
focuses on the most influential change drivers impacting on the sector. 
 
Non-sector specific issues include factors that may not be directly related to 
the sector but affect the broader environment in which the sector operates. 
This includes overall changes in the macro-economic environment (inflation, 
interest rates, and currency movements). These may also include issues such 
as national and international markets, 
 
3.1.1.     Macro-Economic Outlook 
 
Á The services sector is very highly exposed to macro-economic 

changes and serves as a key barometer to the health of the economy. 
 
Á The South African economy is weathering a storm as a result of local 

political uncertainty, the global impact of higher household debt, and 
rising oil and food prices.  

 
Á The economic downturn, however, is a global phenomenon. It is 

experienced in most countries which have one factor in common ï 
consumers have dramatically increased household debt by more than 
double their income growth.   

 
Á South Africans owed about R1038.4 billion in household debt in 2008, 

up from R378.5 billion in 2002, a factor that is now forcing consumers 
to cut back on spending because of higher interest rates and the rising 
cost of living. Debt levels had risen between 20% and 35% over the 
past 4 years compared to an average 10% growth in household income 
over the same period. 

 
Á Local property growth was about 30% in 2005 during the biggest boom 

of all time and this year it is down between 5% and 10% since the start 
of the year. Bank repossessions are cutting across all income groups. 

 
Á The macro-economic outlook for SA over the next few years has been 

dampened by rising oil and food prices together with growing inflation 
and interest rates.  The graph below describes the macro-economic 
forecast: 
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Figure 1: Macro-Economic Forecasts 

 
 

Source: Macro-Economic Forecasts (Investec 2nd Quarter 2008) 
 
 

Á GDP forecast for 2008 is expected to be 3.8 % compared to 5.1 % 
in 2007.   It is expected that GDP growth will slow between 2008 
and 2010, when it is expected to reach 4.4% by the end of that 
period. 

 
Á Prime overdraft rates are expected to remain in double digits up to 

2010 when it is expected to ease somewhat. 
 

 
Á Inflation is expected to be in the higher band of the Reserve Bank 

target of 6% until 2010, when it is expected to ease off. 
 
Á Wage increases are also expected to remain high. 

 
Á Conversely, high wage demands are likely to keep the revenue 

streams of the Services SETA high over the next few years as skills 
levies are contingent on 1% of payroll. 

 
Á From a skills development point of view, businesses are likely to 

cut-back on training and development spending in order to control 
operational costs. 

 
Á The challenge for the Services Seta is to deliver skills development 

support to the sector more cost-efficiently and effectively as 
businesses will become more reliant on the reserves of the Seta to 
fund skills development. 
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3.1.2.     National Credit Act 
 
Á Since the introduction of the National Credit Act (NCA) in June 2007, 

the volume of motor vehicles, homes, furniture and semi-durable goods 
sold on credit has plummeted. Since last year car sales have dropped 
by more than 28%, mortgage slowed from 31% to 21.9% and credit-
driven furniture and apparel sales are almost flat.  Accordingly, the 
graph below describes the decrease in demand for credit as a result of 
the introduction of the National Credit Act.   

 
Figure 2: Credit Demand 

 
 

Source: Credit Demand Easing (Ernst & Young 2007) 
 
Á The Act has tightened lending regulations ensuring that consumers 
pass the ñaffordability testò. The Act has also consolidated different 
pockets of the credit market into a single regulated entity.  

 
Á The Act aims to improve and increase access to credit, offer debt 

counselling, improve consumer understanding and deter consumers 
from reckless lending. 

 
Á Far from curtailing consumer spending, the NCA has also saved the 

economy from a credit crisis of the kind witnessed in the USA and UK. 
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3.1.3.     Rise of Black Middle Class 
 
Á SA is witnessing a rapid rise of a Black middle class who was held 

back by years of apartheid. Economists and retailers believe that the 
growing income of Black consumers is responsible for the dramatic rise 
in consumer spending as well as increasing property demand and 
prices. 

 
Á Service categories such as business consulting, hiring, direct 

marketing, commercial services, and valuations are all benefiting from 
a booming Black Middle Class.  

 
Á Research commissioned by the Financial Mail (2008) suggests that 

over the past 3 years, almost 300 000 Black South Africans have 
joined the ranks of middle income earners with an average household 
income of R6 455 to R11 566 per month. Another 500 000 Blacks 
swelled the ranks of the lower middle income class with an average 
income of around R4 075 per month. 

 
Á The study also found that although 95% of the poorest 20% of all 

households in SA are Black, 38% of the top 20% (richest) is also Black. 
This group has more than doubled their share of the top income 
bracket from 2.7% to 6.3 in 3 years (Financial Mail 2008). 

 
Á The rise of consumer spending supported by the upward mobility of the 

Black Middle Class should underpin economic growth in the years to 
come provided that income growth is sustained and assisted by 
employment creation. 

 
3.1.4.     Sectoral Determination 
 
Á The implementation of a Sectoral Determination in some services 

sectors such as domestic workers aims to protect all workers in the 
sector and ensure equal treatment before the law. It stipulates annual 
guaranteed wage hikes are regulated by the Department of Labour, 
which sets minimum wages and employment conditions for the sector. 
The determination addresses the needs of both employers and 
workers, and offers flexibility while providing security. 

  
Á An example of this flexibility is where workers can choose to exchange 

a percentage of benefits for more money, while employers may have 
more flexibility to reshuffle around 40 to 45 working hours a week as 
stipulated by the determination. 

  
Á The sectoral determination can be regarded as a peopleôs contract to 

create work and fight poverty because it protects the most vulnerable 
of workers by setting minimum wages and acceptable working 
conditions. This category of workers formed the bulk of the still highly 
exploited workforce, with working hours not guaranteed despite the 
lack of job security and the rising cost of living. 
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3.1.5.     Informal Sector Market 
 
Á The informal sector continues to play a role in the economy in terms of 

contribution to GDP and employment creation. It is estimated to 
contribute about 10% to GDP. It absorbs 19% of the employed labour 
force of 11.6 million and is the fastest growing sector in SA.  

 
Á The informal sector has an estimated value of R20 to R30 billion a 

year. This is an important contribution to the economy. 
 
Á In a 2003 report on SAôs retail food sector, USDAôs Global Agricultural 

Information Network (GAIN) estimated that there is over 100 000 
"spaza" shops (tuck shops operating from home) in SA. This sector of 
the national economy could be providing between 230 000 to 300 000 
jobs and supporting more than a million people. 

 
Á This sector is recognised by many people as a safety net due to 

shrinking formal job opportunities, lack of skills, demographics 
pressures and retrenchments. The informal sector also serves as an 
incubator for entrepreneurship, poverty alleviation and job creation. 

 
3.1.6.     Black Economic Empowerment (BEE) 
 
Á Governmentôs BEE strategy was released in March 2003 indicating the 

way forward for corporate SA. The strategy encourages broader 
participation in the economy by historically disadvantaged people 
(HDP), in order to achieve sustainable economic development, job 
creation and prosperity. The essence of the strategy is to move away 
from dictating and prescribing empowerment targets and charters 
towards a new global balanced scorecard.  

 
Á It is important that the sector proactively commits itself to the 

achievement of BEE goals in relation to: increasing the flow of equity to 
black-owned businesses; facilitating job opportunities, especially at 
management level to HDP; implementing preferential procurement 
policies; and making the appropriate training and development 
interventions.  

 
3.1.7. Globalisation 
 
Á Business survival has taken on a global dimension and companies that 

ignore these realities are doomed to fight it out for a dwindling share of 
the domestic market. More aggressive, leaner, ñmeanerò and smarter 
foreign operators who use cutting-edge technology, products, services, 
management and manufacturing systems, which have been tried and 
tested in the marketplace, now challenge our local manufacturers. 

 
Á There is now a new realization among strategic thinkers, that our 

industry will not become globally competitive ï an essential tool for 
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survival in the new century ïwithout repositioning the development of 
its workers, as the single most important priority. 

 
Á Companies which once perceived competitiveness exclusively in terms 

of cheap labour, capital and raw materials, now need to understand 
that it is the application of knowledge and skills in the workplace that 
provides the competitive edge. 

 
Á There are 3 major areas of globalisation-induced change that will have 

a profound effect on work practices in our industry in the future: 
 

o Pressures for workforce productivity will intensify with 
companies looking beyond obvious efficiency gains to more 
systemic breakthrough ways of becoming low-cost producers of 
high quality goods.  

 
o The speed to respond to the needs of the marketplace will 

accelerate. Turnaround times will shrink. Time will become a 
valuable resource. Companies that deliver in less time will have 
a competitive advantage. 

 
o There will be a decisive shift in focus to customer and quality. 

This will not be a fad or fleeting tactic. Customer and quality 
focus will permeate every aspect of the organization with every 
employee clear about the value they add in areas for both 
internal and external customers. 

 
Á  We are moving into an era of systems solutions where the aim 
      is to resolve issues and make breakthrough changes. Problem  
      solving will require multiple interventions such as training,  
      business engineering, job redesigning, industrial relations and  
      changed work practices. Single responses to problems may  
      be effective in the short-term, but will be disastrous in the long-term.  
      Relationships will become complex and boundaries will blur at  
      different points in the supply chain. 
 

Á Business strategies will become dependent on the quality 
      and versatility of the workforce. Whether they rely on  
      improved  productivity, quality or innovation, the strategies of the  
      new century will only be delivered if the workforce is not capable  
      and committed. Companies that throw money and technology  
      at problems without upskilling people will not survive.  
      Intellectual  capital ï the individual knowledge of people in  
      an organization and the collective knowledge of the organization  
      as a whole ï is now the most valuable asset of a business.  
      The ability of a business to harness its intellectual capital is 
      what distinguishes it from the rest. 
 

Á The nature of work will change dramatically. Hierarchies will melt into, 
 or be displaced by flatter and more flexible organizational  
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      design systems. The boundaries between individual jobs will blur, 
      with more team accountability and flexible, multiskilling job designs. 

 
Á Teamwork means that most levels of managerial decision-making will 

be decentralized. Supervisory layers will be reduced as the capability 
of workers is increased. Power and authority will derive from what a 
worker knows rather than the position he/she holds in the hierarchy. 

 
3.2  Sector Specific Change Drivers 
 
This section identifies change drivers that are specific to the sector. Sector 
specific change drivers refer to unique factors that influence change within the 
services sector.  These include: 
 
Á Regulatory and policy issues such as government legislation  

 
Á National and Provincial strategies. 

 
Á Changes which impact on the way work is done in the sector such as 

technology changes, changes in work organisation, changes in the 
business environment such as export markets, consumer preferences, 
and competitiveness in the market, mergers and others. 
 

Á Changes in the labour market such as the movement of people from on 
geographic area to another, skills shortages and importing of skills. 

 
 

Á Social issues such as the industrial relations context, the impact of 
HIV/AIDS, health and safety issues, etc. 

 
3.2.1 Fiscal Factors   
 
Á The current economic downturn has impacted negatively on the 

services sector. People have less money to spend. The industry 
response is to reduce costs by streamlining process (e.g. reducing 
costs using technological advancements) and cutting back on labour.  
A severe impact is seen in certain services that are considered ñadd 
onsò or non-essential services.  Labour recruitment is an example of a 
service that falls in the latter category.   

 
Á Businesses experiencing cyclical demands such as Hiring Services 

also feel the pinch.  The economic problem is worsened by the 
unstable political economic climate which is difficult to predict.   

 
 
Á The National Credit Act has also curbed spending. Service providers 

need to comply with this Act but limited budgets make it difficult to 
spend money.   
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Á The 2010 World Cup is expected to bring an economic boost. 
However, concerns loom over the sustainability of this venture once the 
event is over.   

 
3.2.2   Global markets  
 
Á The ñglobal villageò is very significant for services because it expands 

the business world.  Consequently, many firms are now becoming 
multinational.  The advantage is that access to talent pools increase 
and competition among firms is aggressive.  This also redefines 
service delivery. In order to compete globally, firms greatly rely on 
technology.  Global business necessitates multilingual and multicultural 
skills because of the impact on communication.   

 
Á Borders are being removed in the business world because international 

labour rates and talent levels make location irrelevant on the internet. 
No longer is going global just for large corporations. A corner shop or a 
home office can now do business in as many countries as have 
internet access. 

 
Á For the innovative entrepreneur, marketing globally is done mostly 

online. Using pay-per-click campaigns, a focused opt-in e-mail 
campaign or other traffic-generation techniques, a local entrepreneur 
can easily reach a global market. 

Á The use of the internet has also greatly reduced language barriers. As 
lot of e-commerce is done in English, there is not necessarily a huge 
need to translate. However, translated websites do open up new 
opportunities. 

Á Expanding to global markets can be done with e-commerce website or 
as an affiliate of the many thousands of retail portals available online, 
like Amazon.com and eBay. 

 
3.2.3   The Green Revolution 
 
Á Legislation, the green theme, and consumer preference represent a 

growing pressure.  Industry regulations and global trends have 
impacted on shifting management practices to eco-compliance.   
Businesses now have to show that they are environmentally friendly in 
their business processes (e.g. meeting regulatory requirements and 
reviewing internal policies) and in the products they offer.  Consumers 
are willing to pay more now to save money later.  For example, 
although more expensive, ñgreen buildingsò are receiving more 
attention in construction and project management.  People are willing 
to pay premium prices for such buildings in order to make long term 
savings from not pay high utility costs, for example.   

 
Á Ethical consumption, environmental, health and social awareness is 

assuming importance for business and consumers alike. 
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Á Legislation will impose stringent requirements in terms of emissions to  
       air, soil and water. 
 

 
Á There will be a greater focus on waste management and recycling as 

new sources of competitive advantage. 
 

 
Á Dwindling water and energy resources will push prices upwards.  

 

Á There will be a growing demand for eco-friendly products and services. 
The final product or service must comply with environmental, health 
and safety requirements. 

 

Á Businesses and individuals are striving to be more conscious when it 
comes to the environment. In many cases, increased regulations and 
legislation for industry are driving the demand for eco-compliance. The 
result is that businesses are hiring consultants to review internal 
policies and procedures, and to assist in identifying and meeting 
regulatory requirements. Having "green" expertise can lead to more 
green for your bottom-line. 

 
Á The current trend is a shift from being concerned about the 

environment to actually acting on that concern. Business and product 
designers are accelerating this, because they are beginning to see that 
going green can ñbring in the greenò, as people are willing to spend a 
little more to help save the world. 

 
 

3.2.4 Technology  
 
Á Information technology is a necessary tool for industries to 

communicate in, and with, the global business world.  Businesses are 
relying on communication technology like the internet to conduct their 
core work with clients in real time.  This ranges from marketing 
strategies, research, person to person consultations, etc.  Virtual 
offices and organisations are becoming popular.  The labour 
recruitment industry is especially facing this with the world-wide trend 
being e-recruitment in the face of the global pool of potential 
employees.   

 
Á Accessing and downloading information is also quicker with 

technological advancement.  Businesses like real estate, labour 
brokers, and umbrella bodies are affected by changing legislation 
regularly.  Such information changes should ideally be quickly filtered.  
Technology is a reliable means of doing so.   

 
Á Technology has also revolutionised research activities  
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      because companies can now conduct online research at a cheap 
      cost to inform their business practices. 
 
Á Valuable customer behaviour patterns can also be determined by 

setting up web pages to track how consumers use websites and track 
their buying patterns.   

 
 
Á Technology makes it possible to have faster cycle times.  This satisfies 

demanding consumers who expect to be informed of new products and 
services as well as negotiate and purchase these on-line in a short 
time.  Mobile technology e.g. cellular phones, lap-tops, PSPs makes 
faster cycle times more important because people access information 
anywhere anytime.   

 
Á Furthermore, the profile of people using technology is changing as well 

as the reasons for using technology ï more people are using the 
internet to conduct their business, especially the ñolder generationò.  
The services consumers are now accessing electronically are 
extending from basic banking and bill paying to purchasing goods and 
services like groceries.   

 
Á This growth in computer/internet based technological reliance has 

resulted in  e-commerce taking on a formal role in business.  As a 
result, business needs to invest more in on-line formats and software.   

 
Á To meet consumer demands, customer involvement is essential.  Web 

based networks allows customer involvement in product development.  
For quality management, such communication allows companies to 
make customised products and services.   

 
Á New product developments and improvements are also a key defining 

feature in this area.  Scientifically and mechanically advanced products 
(e.g. hair dyes, new machines, and new cleaning chemicals) impact on 
the nature and quality of services.  It also influences the firmôs labour 
compliment (e.g. specialist staff may need to be hired or employee cut 
backs may occur).  Interestingly, although some advanced products 
streamline business processes, consumers in some services seem to 
prefer more traditional means of service provision.   

 
Á In machinery development, competition from manufacturers (e.g. 

Chinese) that produce cheaper, reliable equipment in a shorter space 
of time are preferred by local firms.  The Hiring Industry, for example, 
grapples with this problem.   Technological modifications also make it 
necessary for companies to keep abreast with changes and ensures 
that staff is adequately trained to work with modifications.  In certain 
instances, like the cleaning industry, such training and skills does not 
exist.  As a result, foreigners have to be imported to deal with 
technological changes and problems at an increased cost. 
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Á Internet usage continues to grow. With millions of rands of goods sold 
online, many businesses will need assistance in website rebuilds and 
search engine optimisation. The impact of this will continue to shape 
markets and industries. 

 
Á As the growth of the Internet has exploded, so have the number of 

businesses that want to expand online. It has become common to see 
a range of businesses make the move, including traditional brick-and-
mortar businesses that start selling products online. Companies 
especially need help in learning how to sell online and how to set up 
and manage a full e-commerce site with shopping carts and payment 
systems. 

 
 
3.2.5 Labour  

 
Á The global labour market makes access to, and competition for, the 

best talent pool possible.   
 
Á Although this global labour market has the advantage of providing 

access to the best labour force, legislation nationally and internationally 
becomes problematic when employing people.   

 
 
Á The need for consistently updated technological and communication 

skills in response to the changing business environment highlights the 
need for creative and professionally skilled employees with the ability 
to read and predict general market trends, environmental factors, the 
regulatory environment etc.  

 
Á Greater reliance on technology for example makes the need for 

computer literacy skills that much greater.  Enhancing staff skills to use 
computer programs like project management software is essential.   

 
Á The changing interface of interactions has also created the need for 

training in inter-personal relations.  The Events industry, for example, 
has incentivised training programmes that offer bursaries and 
internships.  

 
Á Firms will now have to implement skills or learning programmes that 

focus on creative problem solving, technological know-how, and 
advanced communication skills.   

 
Á A key feature of business is specialisation (e.g. hiring services).  

Services are specialising due to greater consumer demand for quick 
turnaround time, quality service.  Furthermore specialising services 
puts businesses in a better position to satisfy legal and regulatory 
concerns.    
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Á Specialisation and the complexity of organisations make outsourcing a 
growing trend.  This not only provides service excellence but also 
maintains organisational coherence.  Supporting this view, many firms 
are now out sourcing recruitment for this very reason. 

 
Á IT outsourcing still remains most common and will continue to be so 

due to the technological trend.  
 
Á In secretarial services, outsourcing ñvirtual assistantsò is also growing.   

 
Á Another result of technological integration and corporate restructuring 

is that administrative careers are expected to have a better outlook in 
availability and degree of specialisation. 

 
Á Another feature of the labour market impacting on business is a 

growing freelance workforce.  A characteristic of changing businesses 
is the need for greater flexibility.  This is expected to increase.  Hiring 
freelance specialists for a specific time period without the ñred tapeò 
assures this flexibility and service quality.   

 
Á Although the labour market seems quite flexible, firms need to look at 

talent management as an important factor in order to attract and retain 
employees.   

 
Á Immigrants tend to flood the labour markets in South Africa.  In certain 

instances, highly skilled workers are entering the workforce while in 
other instances; unskilled workers are competing with an unskilled 
workforce.  This is especially concerning because SA has a very high 
unskilled and semi-skilled workforce.  This situation has recently been 
seen in the spate of xenophobic violence.   

 
Á ñBrain drainò represents a key problem in this country.  Highly skilled 

people who are in high demand are simply unavailable.  For example, 
there is still a dire need for statisticians.  In response, there must be 
greater incentives for skilled people to stay.   

 
Á Affirmative procurement policy and labour relations becomes very 

important and complicated in a flexible labour market.  In certain 
industries this becomes problematic because there is a high demand 
for a skilled person with the appropriate affirmative standing.  This 
policy also has a tendency to contribute to the problem of ñfalse 
scarcityò.  In this instance, there might be an adequate amount of skills 
but the key demographic might not be suitable.  

 
3.2.6 Communication, interpersonal, analytical and problem  

solving skills  
 
Á Technology, a flexible labour market and globalisation have contributed 

to changing and refining how staff interacts with each other.  As a 
result, firms need to place emphasis on developing skills in problem 
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solving, strategic thinking and decision making skills as well as creative 
and critical thinking.   Furthermore, interpersonal skills become very 
important because of ñvirtual interactionsò.  Leadership skills are also 
valued due to changing roles in the organisation to suit various tasks 
e.g. in project management where a project manager might also have 
to take on the role of a mentor.   

 
Á Analytical problem solving skills are important especially in marketing 

projects and in the analysis of statistical data.  Generally this takes the 
form of determining trends and using statistical data in decision 
making.   

 
Á Diplomacy and conflict management skills also feature on this list, 

especially in instances of collaboration.  For example, a firm may out 
source different parts of a project to different service providers.  
Sometimes this may result in national and international collaboration.  
Diplomacy and conflict management skills are also essential in 
bargaining councils because of union demands and expectations, for 
example.   

 
Á Cross cultural communication skills are vital both nationally and 

internationally.  It is critical, for example, in the funeral industry where 
different culture have different practices and ñblacksò place a greater 
premium on big funerals.   

 
3.2.7 Quality assurance  

 
Á In services provided, quality is a key defining feature, especially in 

customer retention and to remain competitive in a global business 
market.  International benchmarking in this regard is essential to 
improve the professionalism and service quality of the industry.  
Adopting and implementing best practice models is considered a viable 
way of achieving this. This is especially important on the eve of the 
2010 World Cup. 

 
Á It is argued that there is poor monitoring of health and safety by the 

government.   
 

3.2.8 Legislation  
 
Á Legislation is constantly changing, for example, in the real estate 

business.  In labour recruitment and when outsourcing jobs, labour 
legislation needs to be complied with.  Changes in legislation are 
characterised by poor communication and education to interested and 
affected people. 

 
Á BBBEE acts as a policy that almost forces companies to comply.  This 

criterion is heavily weighted and considered a critical success factor in 
awarding tenders.  Another sensitive point is that implementing this 
policy sometimes results in using unsuitably qualified persons.   
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3.2.9      Governmental Challenges  
 
Á Compliance is met with challenges of governmental inefficiency.  With 

tax applications, for example, most work needs to be done on-line.  An 
inefficient technological system to perform the task makes it impossible 
to cope and forces firms to purchase expensive software. 

 
Á Corruption, financial mismanagement and poor governance negatively 

affects the attraction of foreign investment and misappropriation of ñour 
taxes.ò  

 
Á Crime is a major impediment restricting economic growth and business 

confidence. It has been identified is the single most important factor 
contributing to the flight of skills from SA and the reason for lack of 
foreign direct investment. 

  
3.2.10     Organisational Engineering 
 
Á Firms are becoming smaller, flatter, ñmeanerò and more flexible. New 

organizational forms are making firms mobile, agile and organic ï 
instantly responsive to market needs. Firms should be crafted into an 
interrelated system with seamless internal and external customer 
interfaces. We need to re-engineer organizational designs for 
maximum efficiency ïan important skills development intervention. 

 
Á Traditional hierarchies are being flattened. Greater reliance is placed 

on co-ordination within a firm than on hierarchy. 
 
Á Autocratic decision-making is giving way to participatory modes. More 

emphasis on employee participation instead of control. Leveraging the 
supply chain is becoming the core to competitiveness. 

 
Á Organizations have to think in terms of systemsïintegrated, co-

ordinated, multi-disciplinary solutions to problems. 
 
Á The value chain of a firm is procurement, logistics, operations, 

marketing and sales and customer service which need to work together 
cross-functionally and horizontally. 

 
Á Competition is no longer based on company Vs Company but supply 

chain versus supply chain. 
 
3.2.11  Workforce changes 

 
Á Firms organize around work, not jobs. We have reached the age of the 

end of jobs and the beginning of work. 
 
Á Workers will be required to be multi-skilled, less workers doing more 

work. 
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Á There is a move away from traditional job designs towards flexible work 

designs. 
 
Á Work is becoming more complex, high-tech and knowledge-driven. 

More people will do knowledge work. Proportion of skilled to unskilled 
workers will increase dramatically. 

 
Á Existing education and training infrastructures have to cater for an 

industry whose services are becoming more sophisticated based on 
multiple disciplines. 

 
Á New learning technologies must be available to meet world-class 

standards. 
 
Á Work means constant redefinition, multi-skilling and higher learning. 

 
Á Workplace power relations are changing ï knowledge, not rank, is 

power. Power and authority comes from what a person knows rather 
than the position they hold in the firm. Managers who use information 
as a power-base no longer have exclusive access to information.  

 
Á Skills are the new source of power in the workplace. Power rotates 

around different people of the firm depending on the type of project. 
Managers become co-ordinators and facilitators rather than controllers 
(the key is to get the work done/not who is the boss). Managers will 
have to control and guide innovation, talent and communication.  

 
Á Employment relations are changing ï ñfreelance economyò. New 

contractual relationships: core, temporary and peripheral employers. 
Firms have to earn the right to keep highly skilled employees. Proper 
rewards structures: salary, succession planning, good work conditions 
and training and development are needed to retain core staff. 

 
Á There is shifting workforce demographics. More women holding 

management positions. Younger people holding leadership positions 
(not how old are you, what can you do for the business). Talent will 
replace age at the top of the hierarchy. 

 
Á Managers must be able to manage cultural differences ï globalization 

is encouraging movement of workers and internationalization of trade. 

Á Business strategies depend on the capability of the workforce. Firms 
will not succeed if the workforce is not skilled, capable, committed and 
productive. Therefore, there is a great need to improve the strategic 
thinking skills of managers. Firms need to become more proactive and 
aggressive in their search for markets. 

 
Á Multiple solutions are required to solve problems, not separate 

programme interventions. 
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Á Teamwork is acquiring greater importance. Productivity will depend on 
teamwork. Multi-disciplinary, self-directed work teams add value. 

 
Á Not sufficient for managers to run a ñtight shipò they need the co-

operation and support of the entire workforce 
 
3.2.12  Government Strategy: Business Process Outsourcing (BPO) 

 
Á The South African government has identified the Business Process 

Outsourcing and Off-shoring (BPO&O) sector as one of the top three 
priority sectors to stimulate growth within its Accelerated Shared 
Growth Initiative (ASGI-SA). The sector is identified for its potential to 
attract investment and create employment opportunities in the 
economy.  
 

Á A vision has been stated that by 2014, South Africa will be recognised 
as a Tier 2 player in   the international market for Business Process 
Outsourcing and Off-shoring Services.  

 
Á To realise this vision, the Department of Trade and Industry (the dti) 

has introduced an incentive programme to attract investment in the 
sector. The incentive is offered to local and foreign investors 
establishing projects that aim primarily to serve offshore clients, and 
comprises a grant towards approved qualifying expenditure for start-
ups and expanding BPO&O operations.  

 
Á The government has set aside R1.1-billion, which includes a R100-

million contribution from the Business Trust, to be used for incentives in 
the sector, which will be effective until March 2011. 

 
Á A company employing between 200 to 499 people, with an investment 

expenditure of at least R74 000 per seat, would qualify for a grant of 
R37 000 to R44 600, while a company employing more than 500 
people with a qualifying investment of R89 200 per seat could receive 
up to R52 000.  

 
Á The incentive programme is one of the elements of a holistic value 

proposition to position South Africa as a preferred location for BPO&O 
operations.  This is alongside the sector skills development initiatives, a 
dedicated investor-friendly set up process, and a programme to 
improve industry service standards.  

 
Á This support package is in line with our national industrial policy 

framework, which recognises the services sector as a significant 
element of our growth strategy. 

 
Á SA also confronts a potential shortage of skilled workers in the 

BPO&O. As countries from around the world enter the market and 
competition for BPO&O contracts intensify, SA must improve the 
quality and skills of its workforce. For instance, the country lacks 



PESTEL ANALYSIS 
 

SERVICES SETA  25 

 

workers who are fluent in French, German, Japanese, and Spanish, 
making other countries more attractive BPO&O destinations.  

 
Á Talent Development Initiative: Known as ñMonyetlaò, this Work 

Readiness Programme is an initiative between the dti and the 

Department of Labour, to take unemployed matriculants or graduates 
through a process of learning work-readiness skills. It includes both 
training for the workplace and life skills. Monyetla is in its pilot phase 
and aims to train 1000 learners at a cost of R15 000 each and is 
expected to be completed by the end of 2007.  

 
Á The Training and Skills Support Grant is directed towards the cost of 

providing company specific training (as opposed to industry wide 
training) up to a maximum of R12, 000 per agent. The incentive grant is 
over and above the assistance obtained through the Sector Education 
and Training Authorities (SETAs) and is a complement to the BPO&O 
Investment Grant. 

 
3.2.13   Events management 

Events management is increasingly becoming a high-growth industry. Some 
trends include: 
 
Á Event management becoming a profession. The indicator of this is the 

job definitions arising in the industry - Event Director, Manager, Co-
ordinator. 

 
Á Buy-up of smaller event companies by larger overseas companies. 

This is a global trend and enables a client to use the one event 
company in any country. One advantage is a standardisation for the 
client.  

 
Á Increase in clients with better budgets and wanting boutique events. 

 
Á Grouping of people to create an event company and find only one 

client. 
 
Á The needs for proper metrics to forecast events by clients. 

 
Á A move towards in-house event management by suppliers. However 

this can lead to conflicts with the event companies as they will be 
competing with their suppliers for events. 

 
Á Themed events are back in replacing the sleek minimalist look. 

 
Á Need for younger staff to represent the company and give a hip glow 

to the proposals. 
 
Á Retainers are on their way out. At one stage corporations would pay 

an event company a monthly retainer. 
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Á Venues are letting go their preferred suppliers as it stops some event 
companies from hiring the venue. 

 
Á Payments for proposals. The client pays a small amount for the event 

proposal to the applying event companies - however the client owns 
the ideas. 

 
Á Flashy proposals (pitches) to companies are going out.  

 
Á A move away from high tech events to high touch events. 

 
Á Event managers are individually forming consortiums to pitch for 

events. Each manager is a specialist and therefore the consortium has 
the competitive edge. 

 
3.2.14  Social networking 

 
Á Social networking has enjoyed explosive growth.  

      Social networking sites burst into the mainstream of  
      South Africa's online world with a vengeance during 2007.  
      For December, Facebook recorded 722,279 unique users  
      and 352-million page views from South Africa. 
 

Á            We can expect the social networking trend to gain even 
      more traction during 2008, as even more users flock to  
      social networking web sites and tools. We may see the rise  
      of new social networking environments during the  
      year, including a rise to prominence by local alternatives 
      to the likes of MySpace and Facebook. 
 

Á The challenge that lies ahead for South African  
      Marketers is to tap into this massive audience by using  
      social media to interact and engage with their customers.  
      They need to listen to customers in order to gauge their  
      needs and interests, and respond quickly and appropriately. 

 
3.2.15   Database marketing 

 
Á Another interesting aspect is the rising importance of database 

marketing. As companies seek to ensure that their messages are 
received, marketing strategy is increasingly being driven by insights 
into unique customer segments or individual customers. Based on 
these trends, we expect to see increased investments in two aspects 
of technology: marketing automation and marketing analytics.  
 

Á On the marketing automation front, tools that help create 
individualized portals for customers and prospects, directly link data 
gathered from Web visits into CRM systems, and support e-
marketing campaigns will be required for target marketing groups to 
optimize the use of the Web in their marketing plans.  
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Á Improved analytical capabilities will be required to segment 

targeted markets more effectively. To execute effective target 
marketing campaigns companies need to personalize their 
messaging as much as possible. This is especially true for email 
campaigns where clients can filter your messages out forever if 
they feel they are being spammed. 
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4 IMPACT OF CHANGE DRIVERS ON SKILLS DEVELOPMENT 

The following are strategic skills development recommendations 
emanating from the PESTEL analysis and workshops: 

4.1. Green Training Agenda 

A new, fast growing industry to emerge is the ógreen industryô. Issues around 
environmental degradation, global warming, climate change and pollution 
have surfaced as an important priority for organisation and governments 
throughout the world. 

The ógreen revolutionô has gained tremendous momentum in the Northern 
Hemisphere and is expected to become a key issue on the global economic, 
social and political agenda.  

Pressures for businesses to offer eco-friendly products and services are 
expected to become not just a competitive advantage, but also a pre-requisite 
for doing business in the future. 

Environmental concerns are playing an increasingly important part in buying 
decisions. Consumers are becoming more sensitive to environmental 
concerns and ensuring that their investments are environmentally friendly. 

In many cases, increased regulations and legislation for industry are driving 
the demand for eco-compliance. The result is that businesses are hiring 
consultants to review internal policies and procedures, and to assist in 
identifying and meeting regulation requirements. Having "green" expertise can 
lead to more green for your bottom-line. 

Everyone is trending from being concerned about the environment to actually 
acting on that concern. Business and product designers are accelerating this, 
because they are beginning to see that going green makes good sense, as 
people are willing to spend a little more to help save the world. 

The Services Seta is in a good position to give leadership on green issues 
across all economic sectors from a training and development perspective. 
Some initiatives can include: 

Á Launching a national awareness campaign to make businesses aware 
of the importance of going green 

 
Á Developing toolkits to assist businesses with developing a green 

culture 
 
Á Promoting green issues in its core activities 

 
Á Funding programmes to encourage businesses to become conscious 

of environmental issues 
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Á Including environmental issues into its learning programmes 
 
Á Developing instruments to assist businesses measure their 

commitment to green issues 
 
Á Creating a platform for discussion and debates on green issues 

 

4.2. Increasing Training Spending  on High Level Skills 

Globalisation, emerging technologies, constant firm-level re-engineering, 
regulatory and workforce pressures, managing change and meeting world-
class performance standards in terms of productivity, price, quality, design 
and innovation are some of the major challenges facing the services sector.  
 
Meeting these challenges require an increasingly disproportionate reliance on 
knowledge-intensity, skills and capabilities of the workforce from CEO to 
sweeper. Whether our business strategies rely on marketing know how, 
technology, price, logistics, innovation or scale economies, success can only 
be achieved through a highly skilled, motivated and globally competitive 
workforce ï it is people that make things happen in firms. 
 
Whilst, there is always a place for low-end and intermediate skills in the 
sector, given the labour-intensive nature of manual work (something 
government should note in view of our unemployment crisis), the proportion of 
highly skilled workers is likely to grow sharply in comparison to unskilled 
workers in order to satisfy sophisticated consumer preferences, meet delivery 
targets, offset unit labour costs and ultimately meet price points in the 
marketplace. 
 
Technological change is ñskill-biased,ò increasing demand for highly skilled 
workers contribute to the growing gap between skilled workers and those with 
less education. Computerisation and globalisation are driving increasing 
demand for skills in solving non-routine problems and effectively 
communicating complex information, along with basic reading, writing, and 
mathematics skills.  This trend is particularly prevalent in the services sector. 
 
The highly skilled labour-to-employment ratio is in the region of 17.5% and 
growing. Modern business requires a high proportion of highly skilled labour 
as a percentage of total labour employed.  

 
These changes require high-level skills training and a very different kind of 
workforce for the services sector. Whether one is a cleaner in the factory, a 
clerical worker, a supervisor or manager, each will be expected to think 
critically, solve problems, accept responsibility, generate new ideas, work 
multi-functionally and make a difference to the organisation. 
 
There is a decline in demand for employment at the lower end of the skills 
continuum, especially for unskilled workers. The largest number of 
retrenchments in the sector occurs in the lower skills segment where there is 
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an abundance of labour. This employment pattern is in keeping with 
worldwide trends where significant rationalisation is being felt in the bottom-
end of the occupational structure.  
 
 
The implications for the Services Seta are the following: 
 

Á In addition to focusing on low-level and intermediate level 
skilling, there should be protracted focus on high level skilling. 

 
Á It is the role of higher education institutions to support industry 

with well planned and co-ordinated teaching, learning and 
research programmes. 

Á Hence, there is a need to forge strategic partnerships with 
selected Higher Education institutions who the Seta believes 
can make a difference to the sector. The purpose of this 
strategic linkage and the role of the Higher Education 
Institutions, as co-partner, in this venture are to deliver:  

 
o Learning programmes with a strong experiential learning 

component that will focus on the relevance of knowledge 
and the applicability of skills in the workplace. 

 
Á Curricula designed in conjunction with industry to promote 

seamless employability of graduates to industry. 
 

Á Shorter, work-focused courses that address real needs. 
 

Á A stronger focus on increasing competitiveness, diffusion of 
technology and improving the quality of the workforce. 

 
Á Research and development which promote product and process 

development, innovation and entrepreneurship. 

4.3.       Technoservice 

The most important implication of this research is that the boundaries 
between knowledge and service work are blurring, creating an emerging 
group of ñtechnoserviceò occupations that challenge the historic structure of 
the national labour force. The new group combines service, technology and 
software application and makes up the core of the emerging knowledge  
economy. The diagram below shows the link between service work and 
knowledge work and the relation to the new group of techno service 
occupations.   
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The traditional boundaries separating design, production, and sales work 
have blurred, making this industrial model of the division of labor obsolete. 
Technical workers engaged in design, who were traditionally buffered from 
market forces, today interact directly with customers.  
 
In this interaction, the customers are allowedðand even encouragedðto 
influence the design process. Reflecting this integration of formerly distinct 
activities, companies have shifted their emphasis from design and 
manufacturing to sales.  
 
In addition, firms need to organise around work, not jobs. The workforce 
should be multi-skilled with fewer workers doing more work.  Workers should 
rotate around different projects. Managers should be enskilled to guide 
projects, measure performance, encourage innovation, manage talent and 
communicate effectively. This also presents new skills development 
challenges and requires a fundamentally different battery of skills for 
managers and workers in the services sector alike.   
 
 
 
 
 
 
 
 
 

Figure 3: Technoservice 

High 
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The table below provides a brief analysis of the potential impact of 
computerisation on some occupations based on 3 major task categories: 
 
Table 2: The potential impact of computerisation  
 
Potential Impacts of Computerisation on Three Major Task Categories 
 

 
 
 
Implications for services SETA 
 
The Services Seta should identify the changing nature of occupations as well 
as new occupations and occupations in decline. As a consequence, learning 
programmes and assessments should take cognizance of the changing 
nature of work and the new skills requirements for occupations in the sector. 
 
 
4.4     Management Development 

Arguably one of the greatest skills development challenges for the sector lies 
in the field of management training and development. The rising complexity 
and speed of business, productivity pressures, innovation and process 
upgrading, supply chain management, strategy formulation, logistics, 
information management and people development are just some of the areas 
that require specialised training and development interventions for managers 
to meet the demands of modern business.  

4.5    Skills for Global Competitiveness  

The competencies of service workers needed to make companies competitive 
in the Global economy are: 
 

Á Ability to employ new technologies 
Á Flexible specialization  
Á Problem-solving skills 
Á Understanding how the environmental context shapes 
      the execution of tasks 


