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Abstract 
This paper summarises the arguments and findings of a much larger study of the furniture industry in 
South Africa. It seeks to make a contribution to the emerging literature on ecosystems. It does so by 
portraying the current furniture hub in the Southern Cape as a failed ecosystem. At the core of the analysis 
are the concepts of dysfunction and contradiction. The research method of the full study is qualitative, 
comprising interviews and site visits to fifteen furniture manufacturers in the Southern Cape area. The 
methodological emphasis in this paper is a summarised version of the fieldwork results alongside a 
literature review and the conceptual development of the term ‘ecosystem’.  
 
A ‘social institutionalist’ perspective is adopted to help build the idea of an ecosystem. In this approach, 
an ‘ecosystem’ signifies an institutional ensemble of relations between highly inter-dependent economic 
and educational organisations whose systematic interactions constitute the furniture industry in this 
locale. It does so in the negative sense – by highlighting the extent of dysfunction within this institutional 
ensemble.  
 
The discussion also raises the issue of what might constitute a turnaround in the fortunes of the industry 
– in short, what would stimulate a renewal of the ecosystem? Part of the answer lies with developing 
more advanced furniture design capabilities in the industry to enable the production of value-added high-
end products aimed at exports markets. Evidence shows that the Southern Cape furniture hub is moving 
further away from acquiring these design capabilities rather than effectively acquiring such capacity.  
 

 
Demise of a furniture hub 
Dramatic changes have occurred in the furniture industry globally since the 1990s with the advent of low-cost 
Chinese exports. One major change has been a transformed labour process, with design capabilities becoming 
the most prized asset. Old craft models of manufacture based on the artisanal skills of the cabinet maker and 
upholsterer are in decline, at least in the Anglo-Saxon world. They are being replaced by largescale mass 
customization plants who seek to compete with the Chinese on the basis of large volumes, higher quality, good 
design and competitive price. In addition, in the successful furniture regions of the world, the small family 
owned ‘craft’ firms of yesteryear have been upgraded to become high-skilled design-intensive ‘bespoke’ 
furniture firms who manufacture small batches of high quality products for top-of-the-range niche markets.  
Globalisation and low-cost Chinese competition has dramatically altered the furniture industry since the 1980s 
and 1990s. Prior to globalisation’s disruption, countries like the US, Canada, Germany and Italy dominated 
global trade in furniture. Post globalisation, the free-marketeer Anglo-Saxon economies have taken a beating, 
with many established furniture firms closing shop or being merged with larger companies. In contrast, China 
has become the number one global producer of low cost standardised furniture. More accurately, the furniture 
market globally has polarized into two segments with China dominating the lower quality/low price segments 
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and Italy, Germany, Scandinavia and some parts of Eastern Europe continuing to dominate the higher 
quality/higher price niche market areas (Walcott, 2014: 3-4).  
 
These changes have ushered in a new labour process with clear evidence in the Anglo-Saxon economies of a 
demise in the centrality of artisans qualified in cabinet making and other key areas such as furniture upholstery. 
These processes have also confirmed and accelerated the importance of design skills in modern furniture 
manufacturing – in both mass customisation, but more importantly, in small high-tech bespoke firms. Today it 
is the ‘designer’ who occupies central position in the production process – and less so the traditional artisan. 
Such a designer is no longer trained in a dedicated furniture training institute. Rather, he/she is trained in a 
range of design and craft programmes based in colleges, polytechnics, universities, and in a wide range of 
private training institutions. ‘Design’ has become the new competitive advantage for bespoke furniture 
companies. 
 
Design capability is a socially distributed and interactive asset 
Pietrobelli and Rabellotti argue that in traditional manufacturing (such as furniture), technology has important 
tacit and idiosyncratic elements, and therefore upgrading depends heavily on the intensity of technological 
externalities and cooperation among local actors – other firms, training institutes, technology and quality 
diffusion centres. In other words, upgrading of the traditional manufacturing sectors such as furniture will 
depend on the overall collective efficiency of network interactions between these actors. In contrast, radical 
innovation in other sectors producing complex products, is more codified and high-tech, requiring access to 
external sources of knowledge such as that transferred by multinational research laboratories and university 
research programmes (Pietrobelli and Rabellotti, 2006: 15). 
 
In line with the above, furniture firms, as with most other firms operating in global value chains, need to 
continuously upgrade products and services to remain competitive, and their main means of doing so is to 
upgrade the value-add coming from the intangible assets of a firm. These are primarily R&D, design, marketing 
and branding (Kaplinsky and Morris, 2001).  
 
Design is a socially distributed resource which can only be harnessed and strengthened through interactions 
with other firms (who also possess tacit design knowledge), or through the hiring of external design expertise 
who interact in professional ‘communities of practice’ sharing or selling best-practice knowledge. Design 
capability can also be harnessed internally by employing design experts who then interact with their external 
peers through formal training courses or through other more informal means. And last but not least, firms can 
acquire design expertise from education and training institutions, particularly those operating close by in local 
labour markets. All of the above points to the fact that acquiring enhanced design expertise is a collective 
process not easily accomplished by single firms operating alone in strictly competitive markets. It’s a highly 
interactive process.  

The pressures to respond repeatedly to changing consumer taste and fashion has shaped the type of firms that 
excel in these markets. They encourage the formation of small high-tech firms who are able to engage in highly 
competitive marketing strategies based on insistent differentiation of output. In order to cater to these tightly-
defined and constantly changing market segments, firms are compelled to concentrate on making small and 
specialized batches of output thereby continuously adopting new sets of practices and forms of work 
organization. Such firms embrace a competitive strategy based on quality, value and design-intensity. 



  
 

10th International Conference on Researching Work & Learning  
6 – 8 December 2017, Rhodes University, Grahamstown, South Africa 

3  

These high-quality production systems are based on the new computer automated design and manufacturing 
(CAD-CAM) and 3D printing technology which allow firms to produce high volumes for mass markets, on the 
one hand, as well as small runs of highly customized niche markets on the other hand.  
 
Building a concept of a ‘ecosystem’  
Scott (2006: 1529) argues that one of the most persistent configurations in which furniture industries occur are 
‘clusters’ – which are dense networks of interrelated producers. Agglomeration of this kind also has to do with 
the spatial proximity to lead firms and suppliers. Supplier firms benefit from the knowledge spillovers that arise 
from operating close to or adjacent to lead firms. Other factors include logistics and transportation. Logistical 
problems can be reduced in a cluster formation and the rapid availability of parts and components from other 
suppliers is thus guaranteed. 
 
However, the concept of cluster as currently used by economists is problematic because it focuses only on 
economic organisations in the value chain – to the exclusion of key non-market social institutions that play a 
central role in the industry – for example, the education and training institutions. In contrast, the advantage of 
using an ecosystem approach, as we will see below, is that it specifically includes the social institutions within a 
more systemic and integrated analysis of production activities.  
 
The importance of institutions 
Institutions and organisations play a significant role in market economies. The evolutionary economic 
perspective on successful economies is that they are largely structured through markets but that ‘good 
institutions support the effective operation of such markets’ (Nelson, 2006: 8). The traditional capitalist firm is 
itself one of those non-market institutions that assist in the workings of markets. Contrary to neo-classical 
orthodoxy, the internal organisation of the firm displaces market forms of organisation (Teece and Pisano, 1998: 
195). The internal organisation of the firm traditionally has been socially constructed as a ‘hierarchy’, both in 
terms of the division of labour between differing specialist responsibilities in the firm, but also as an expression 
of capitalist control and ‘managerial prerogative’. However, the internal structuring is not pre-given by market 
forces. Evolutionary theorists are increasingly emphasising capabilities and competencies which are ‘ways of 
organizing and getting things done which cannot be accomplished by using the price system to coordinate 
activity’ (Teece and Pisano, 1998: 195). 
 
Notwithstanding the clarity of the above definitions, there is significant slippage in the use made of the term 
‘institution’ between its official meaning as ‘rules of the game’ with a more general use of the term as describing 
a range of state- and society-based organisations. Because of these problems, it would be more correct to 
interpret institutions as meaning:  

 The ‘basic rules of the game’, that is, the broad legal regime and the way it is enforced, for example, 
by private property rights. Institutions in this sense entail widely held norms and values that influence 
or constrain human behaviour and hold society together. 

 Concrete organisational entities such as firms, finance institutions, employer networks, associations, 
trade unions, all state institutions such as the education and training system, and so forth. These 
organisations are part of the co-evolution process as the introduction of new physical technologies 
trigger corresponding shifts in the character of economic routines and social technologies. They 
become the new social and organizational arrangements associated with technological and economic 
change. 
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This dual definition recognises the co-constituted nature of both elements – the changing rules of the game, 
and the changing societal arrangements and organisational structures.  
 
Focusing on the ‘institutional ensemble’ 
A major feature of the new production paradigm is the increase in the number of firm-based actors participating 
in production networks than has been the case in the past. In the previous industrial era, production was 
dominated by many more vertically integrated and larger firms. Today the number of such firms has declined 
precipitously. In its place, there is now a larger set of smaller firms who provide inputs and services for the lead 
actors in the network. This increase in the number of independent actors poses a number of problems for the 
new production regime. The increased number of actors are more widely dispersed than before, providing a 
greater number of moving parts in the production system than before, and therefore posing a potential market 
or coordination failure within the new system. If the actors were all to pursue diverse and conflicting strategies, 
the new system would fail (Weaver and Osterman, 2014: 53).  
 
The ‘institutional ensemble’ which is at the centre of this new production regime, in the view of Esser et al, is 
about building the locational assets of industries that are now part of the new competition – the networks and 
linkages which bind a range of actors in an industrial setting along with the locational ‘know-how’ embedded in 
key infrastructure and institutions such as colleges, polytechnics, universities, R&D institutes, small business 
development agencies, export promotion councils, and so forth. It is within these institutional ensembles where 
groups of relevant actors succeed (or not) in organizing rapid and effective learning and decision-making 
processes and shaping the business environment in accordance with the new requirements that are emerging 
(Esser et al, 1996: 1).  
 
Locational assets at the meso-level 
It is the meso-level that is the most important and most neglected level in socio-economic policy making. It is 
within this sphere that the shaping of the specific environment in which firms operate takes place. This is where 
the state and societal actors on the national, regional, and local level are creating locational advantages. The 
meso-level comprises: the material infrastructure (transportation, communications, and energy systems) 
necessary for competition and sectoral policies including education/training, R&D and technology policy; as well 
as trade policy and regulatory systems (e.g. environmental standards, technical safety standards) that 
contribute to the emergence of specific national competitive advantages. Esser et al  point out that in many 
developing economies, it is these meso–level requirements that are needed, but which are missing or neglected 
(Esser et al, 1996: 3-4). 
 
‘Ecosystem’ 
The concept of a ‘skills ecosystem’ best captures the idea of an institutional ensemble as developed above. It 
emerged from the work of Finegold (1999), Buchanan et al (2001) and more recently Hodgson and Spours 
(2016). They define skill ecosystems as ‘clusters of high, intermediate or low-level competencies in a particular 
region or industry shaped by interlocking networks of firms, markets and institutions (Buchanan et al, 2001: 
21). Skill ecosystems generate a ‘positive, mutually reinforcing dynamic’ which creates ‘strong inertial forces 
slowing any change in the skill composition’ but like a biological system continues to evolve and adapt in 
response to external and internal stimuli (Buchanan et al, 2001: 21). 
This dynamic concept of a skills ecosystem is intended to address skill issues in the context of the wider drivers 
of productivity and economic development - these being business strategy, new technology, changing models 
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of service delivery, work organisation and job design. The concept seeks to try to implement holistic and 
integrated approaches that take account of the many factors affecting people’s capacity to develop and deploy 
skills at work. The use of the idea of an ‘ecosystem’ is deliberate. It stresses the importance of the 
‘interdependence of actors in the system’ and the continuous evolution of the system through processes of 
growth, survival or extinction. Hodgson and Spours have developed this concept further using a ‘nested’ system 
– constituted by the macro, exo, meso and micro levels of society. Dynamics within the ecosystem are shaped 
by the interactions between these differing nested layers comprising the overall system. As suggested earlier, 
studies of work-based learning and skill need to focus on the interactions and relational dynamics occurring 
within and between the meso and micro institutions so as to capture both the economic and education 
dynamics at play in such learning. 
 
Ecosystems are essentially collective social structures functioning within local and regional economies around 
a key value proposition – like furniture production. Lead firms, government agencies or other intermediaries 
are often the governance drivers holding the ecosystem together – performing a function termed 
‘orchestration’ in the ecosystem literature. The concept of ‘place ‘is central as well. Ecosystems often are 
strategically located around key input resources like skilled labour, economic infrastructure or critical locational 
assets like technical colleges and polytechnics. Alignment internally across a wide set of players is critical to the 
successful exploitation of the central value proposition – in this case, furniture. The ecosystem has a strong self-
reinforcing tendency when functioning optimally, but it may change, leading to demise and stasis across the 
ecosystem – where the individual components of the system do not align with each other in a virtuous circle. 
This is what has happened in furniture production in the Southern Cape over the past three decades. The 
ecosystem is out of alignment, constituting a vicious cycle. 
 
The Southern Cape furniture ecosystem  
Before addressing the demise of the Southern Cape furniture industry, it is useful to reflect on some quantitative 
data relating to the extent of demise of the industry nationally in a key area of exports – garden furniture. In 
the early 2000s, South Africa was number four in the top ten exporters of garden furniture to the UK (Kaplinsky, 
Readman and Memedovic, 2009: 36). The Southern Cape participated significantly in this export push. However, 
this positive relationship was quickly to change because of what Kaplinksy et al term ‘product and process 
downgrading’ in the global value chain over time (2009: 35). The main factor behind this demise was the slow 
drift by UK buyers away from South Africa towards much cheaper Asian manufacturers – most notably Vietnam 
and China. The price of furniture from China and Vietnam was, respectively, 50 per cent and 37 per cent lower 
than similar products produced in South Africa. Because of this, UK buyers discontinued garden furniture 
purchases from South Africa from 2002 onwards. The appreciation of the rand in 2002 contributed the final 
blow. 
 
George and Kynsna in the Southern Cape did not only produce garden furniture. The region was an important 
historical hub in the South African furniture industry prior to the 1990s. It became famous for ‘Cape Dutch’ 
period pieces made in indigenous yellowwood and other exotic hardwoods not indigenous to the area. George 
and Kynsna were also home to pine forests which gave rise to the production of standardised and cheap pine 
home furniture produced on a mass scale. This arrangement lasted until the arrival of cheap Chinese imports in 
the 1990s. Then everything changed. Many firms closed, others continue to struggle, producing cheap pine 
furniture. However, the most important development in George (in terms of a possible future revival of the 
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furniture industry) is the rise of a few design-intensive and high-tech bespoke furniture firms led by a generation 
of younger ‘creatives’.  
 
Closure of design programmes 
The South Cape environment has a number of post-school institutions. However, most do not offer programmes 
in wood and furniture. For example, George hosts the South Cape TVET College but it does not offer furniture 
programmes. A more important institution is the Saasveld College of Forestry which was started by government 
in 1912. In 1986, forestry education at Saasveld was handed over to Port Elizabeth Technikon. The main 
academic offering at Saasveld was a Higher Diploma in Wood Technology followed by a BTech attained through 
an additional year of full time or two years part-time study. This was to train saw millers, not cabinet makers or 
designers. Although many attempts have been made in the past to develop a furniture design course, no such 
course actually exists in the South Cape furniture hub, nor in the wider Western Cape or South Africa. At 
Stellenbosch University, for example, a Wood Products Bachelor of Science degree is offered for saw milling, 
but a planned e-learning course in furniture design never materialised because of envisaged low enrolment 
numbers. Saasveld College is now a satellite campus of Nelson Mandela University offering BComs and BAdmin 
degrees to about 2000 students. The forestry value chain is not a priority any more. 
Another blow to the George furniture cluster was the closure in 2014 of the George Furntech plant located on 
the Saasveld campus. Eight Furntech incubators were launched by the Department of Trade and Industry in 
2000 to assist small firms in the industry to ‘graduate’ into the mainstream economy after a defined ‘start-up’ 
period (CSIR, 2016: 11). However, a number of problems constrained the functioning of the George centre over 
a period of 14 years, and the DTI pulled the plug on funding in 2014. In a review by the Centre for Scientific and 
Industrial Research (CSIR) published in 2016, it was suggested that ‘Furntech graduates and incubatees were 
unable to independently source adequate work and income generating opportunities.’ The perception is that 
‘incubatees depend too heavily on Furntech for marketing their products and businesses, and graduates 
function sub-optimally once they “graduate” from the incubation programme’ (CSIR, 2016: 2).  
 
Contradiction in the ecosystem 
Some writers in the cluster and global value chain literature argue for the importance of including the social 
institutions in these economic frameworks. Ramirez and Rainbird (2010), for example, criticize global value 
chain (GVC) analysis for this omission in their work. These authors argue that analyses of the national 
institutional contexts in which global value chains operate and in which strategies of upgrading are played out 
– for example, skills development institutions - are in the main absent. This gap means that a ‘focus on skill 
formation requires bringing social institutions into GVC analysis’. The authors argue that education and training 
institutions are important in GVC analysis because they influence the supply and regulation of labour and impact 
on local firms’ capabilities, skills and labour practices (Ramirez and Rainbird, 2010: 700).    
The decision to bring in the key social institutions into an analysis of the fortunes of the furniture industry in 
the Southern Cape has the effect of foregrounding a major contradiction existing between the supposed inter-
dependent and complementary components of the furniture ecosystem. Although conventional economic 
wisdom suggests that upgrading to higher value added products in the industry would constitute part of a 
turnaround strategy, and even though this would entail privileging design capabilities and improved production 
processes using computer-aided technologies, the key education and training institutions needed to support 
these processes are disengaging from the Southern Cape industry, closing down or not offering critical 
education programmes in furniture design and cabinet making – at precisely the time when they are critical 
inputs in a turnaround strategy for the industry. 
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There is almost no formalised training taking place in the furniture industry – both locally in George and across 
the country. George manufacturers train informally on the job. They are not keen to train young newcomers, 
who they say do not have an interest or the discipline to work in this industry. Many manufacturers indicate 
that the last time they saw cabinet makers being trained on apprenticeship programmes in decent numbers 
was in the period prior to 2000 when the new Sector Education and Training Authority (SETA) system was 
launched. The old Furniture Training Board of the 1980s and 1990s is thought of nostalgically as the only 
competent player to do this. Today, the firms have little to do with the SETAs. 

There are other elements of contradiction in the Southern Cape furniture ecosystem, particularly in the 
asymmetric power relations which exist between the key actors. The George furniture ecosystem is made of 
multiple actors interacting together to build the industry. Some of the key actors are: 
1. The lead firms – for example, Steinhoff (a major global retailer owned by South Africans but 

headquartered in both Germany and South Africa). 

2. The saw-mills  

3. The mass producers of affordable pine home furniture 

4. The bespoke producers of design-intensive niche furniture using mainly imported hard woods 

5. The local municipality responsible for local economic development (LED) and electricity provision 

6. The Provincial Government 

7. Education institutions – including the South Cape College, Nelson Mandela University (NMU) and its 
branch at Saasveld which historically houses an important forestry college. Other education players in 
the past included the local Furntech incubator which was closed down in 2014; and 

The Southern Cape furniture industry ecosystem – which historically supported a vibrant ecosystem up until 
the late 1990s – is now dysfunctional, with various actors (those listed above) not providing the complementary 
support services needed by the other players in the ecosystem. Given space constraints, only a few examples 
of dysfunctionality can be listed here. 
 
1. Ecosystem governance failure: key value chain and cluster relationships do not exist anymore. There 

are no lead firms or governmental ‘champions’ of the industry. Lead firm actors like Steinhoff do not 
see themselves as playing a developmental role in the value chain through building up local suppliers. 
They are more inclined to close them down and outsource production to Eastern Europe or South East 
Asia. Proximity to pine forests (which produce softwood not appropriate to high-end furniture 
production) does not help either, as input costs of the quality hardwood  timber needed for furniture 
manufacture are now high. In addition, cooperation levels between furniture firms along the value 
chain are low. In short, the cluster or ecosystem is not been ‘governed’ or steered by the key players in 
the system – usually the lead firms, along with local agencies and government structures. It remains 
rudderless, caught up in a form of industrial ‘stasis’. 

2. Key areas of cross-departmental government coordination are very poor: A range of cross-
departmental coordination failures are evident in the George forestry, timber and furniture value chain. 
The most alarming is the lack of a clear policy on waste wood products (sawdust, off-cuts and rejects) 
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which could easily support a viable biomass energy industry in the region – if steered by clear 
government policy directives. The saw mills, wood product firms and furniture manufacturers in the 
region have nowhere to dump waste material as the local councils refuse them access to municipal 
dumpsites – because of the fire risks and toxic materials used in timber treatments. There have been 
attempts in the past at starting a biomass industry but most have failed because of short-term and 
limited government support and the lack of proper planning.  

In addition, the several ‘public good’ projects envisaged for the region – an eco-furniture project (which 
uses alien woods), the furntech incubator and some of the previous biomass initiatives – were never 
envisaged as part of a comprehensive integrated project, but implemented separately without dialogue 
between cognate government departments. This led ultimately to their downfall and closure as they 
were unable to overcome the constraints acting in isolation of one another. Together, they might have 
generated a different outcome. 
 

3. Local and provincial government fails to support the furniture industry:  Furniture is not on the list of 
provincial or local government priorities. ‘Design’ is an industrial policy priority for the Western Cape 
government, but this appears to apply to urban planning and architecture, clothing and IT, but not 
furniture. The local government has no incentives at all for furniture manufacturers. The only 
government programme mentioned by manufacturers in George is that of the Department of Trade 
and Industry (DTI) which has supported local firms to exhibit at world trade fairs (a key mechanism for 
upgrading SA products), and marketing and exporting training programmes offered through DTI by the 
Dutch Government.  

4. Untransformed white-owned small firms: Almost all of the furniture firms of George are still white 
owned and controlled. Furniture is a classic industry for family-owned firms where such enterprises are 
handed over from generation to generation making it very difficult for newcomers, particularly from 
differing racial and gender backgrounds, to enter the firm. This phenomenon of family-owned small 
firms makes the transformation of the industry difficult, as affirmative action cannot be legislated as is 
the case with large corporate firms. The fact that ownership passes from one generation to the next 
affects things like training as well, as skills are acquired within the family, and there is very little 
incentive to bring in outsiders and then incur large costs to train them up. 

Conclusion 
Ecosystems have the conceptual capacity to capture the self-reinforcing conditions which characterise 
successful economic sectors, especially the relations which need to exist between the key social and economic 
institutions. Similarly, although less recognised in existing research work, ecosystems are also able to capture 
the elements of contradiction and dysfunction which characterise many old industries like furniture, and the 
declining neighbourhoods in which they are located. The challenge for analyses of dysfunction, demise and 
stasis is to outline the countervailing set of conditions which would be required to turn around the wider 
ecosystem. Such a turnaround strategy needs to be developed for the furniture industry in the Southern Cape. 
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