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Glossary and Definitions 
 

¶ Black Economic Empowerment (BEE) 

o BEE is an integrated and coherent socio-economic process that directly contributes to the 

economic transformation of South Africa and brings about significant increases in the number 

ÏÆ ÂÌÁÃË ÐÅÏÐÌÅ ÔÈÁÔ ÍÁÎÁÇÅȟ Ï×Î ÁÎÄ ÃÏÎÔÒÏÌ ÔÈÅ ÃÏÕÎÔÒÙȭÓ ÅÃÏÎÏÍÙȟ ÁÓ ×ÅÌÌ ÁÓ ÓÉÇÎÉÆicant 

decreases in income in-equalities. 

¶ Broad-Based Black Economic Empowerment (BBBEE) 

o BBBEE is the economic empowerment of all black people, through diverse but integrated 

socio-economic strategies, that include, but are not limited to: 

Á Increasing the number of black people that manage, own and control enterprises and 

productive assets 

Á Facilitating ownership and management of enterprises and productive assets by 

communities, workers, co-operatives and other collective enterprises 

Á Human resource and skills development 

Á Achieving equitable representation in all occupational categories and levels in the 

workforce 

Á Preferential procurement 

Á Investment in enterprises that are owned or managed by black people 

¶ Consumer Goods and Services 

o Goods and services purchased for personal, family or household use. Consumer goods and 

services are purchased for direct use or consumption in contrast to industrial goods and 

services that are purchased by manufacturers for producing other goods and services. 

¶ Economic Impact Assessment 

o ȰEconomic impact assessments provide a quantitative method to estimate the economic 

benefits that a particular project or industry brings to the economy and surrounding 

communities where the specific project or industry is locatedȱ (Plumstead, 2012). 

¶ Economic Model 

o A simplified representation of how the economy works. 

¶ Goods and Services 

o The products supplied by businesses to satisfy the demands of consumer and industrial 

markets. 

¶ Gross Domestic Product 

o The total market value of all final goods and services produced in a national economy over a 

given period, usually one year. 

¶ Labour Force Participation Rate 

o The proportion of the working age population, which is economically active (the employed 

and the unemployed). 

¶ Official Definition of Unemployment  

o The unemployed are those people within the economically active population who: (a) did not 

work during the seven days prior to the day that unemployment was calculated, (b) want to 

work and were available to start work within a week of the day that unemployment was 

calculated, and (c) had taken active steps to look for work or to start some form of self-

employment in the four weeks prior to the day that unemployment was calculated. 

¶ Production 

o Production is defined as the process, in which labour and assets are used to transform inputs 

of goods and services into outputs of other goods and services 
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¶ Social Accounting Matrix 

o An economy-wide database that contains information about the flow of resources associated 

with all transactions that take place between economic agents in an economy during a given 

period (usually one year). 

¶ Standard Industrial Classification 

o The Standard Industrial Classification of All Economic Activities (SIC) consists of a coherent 

and consistent classification structure of economic activities based on a set of agreed 

concepts, definitions, principles and classification rules. It is derived from the International 

Standard Industrial Classification (ISIC) Rev 4.0 but adjusted for South African conditions. It 

provides a comprehensive framework within, which economic data can be collected and 

reported in a format that is designed for the purpose of economic analysis, decision-taking 

and policy-making. The classification structure represents a standard format to organise 

detailed information about the state of an economy according to economic principles and 

perceptions (Stats SA, 2012). 
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1. Introduction  
 

Urban-Econ was appointed by the AIDC $ÅÖÅÌÏÐÍÅÎÔ #ÅÎÔÒÅ ɉ0ÔÙɊ ,ÔÄ ɉÆÒÏÍ ÈÅÒÅ ÏÎ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ ÔÈÅ Ȭ!)$#ȭɊ 

to conduct an Economic Impact Assessment of the Automotive Industry Development Centre (Pty) Ltd (AIDC) 

for the financial year of 2013/14. The study pertains to the economic assessment of the AIDC expenditure and 

the effect of the expenditure on social and economic dynamics within the delineated study areas. The 

2013/2014 Annual Economic Impact Assessment will provide the first impact for the AIDC since the merger 

between the AIDC and the Supplier Park Development Company (SPDC) in 2013. 

 

1.1. Background and Purpose 

The automotive industry fundamentally consists of a wide range of companies or organisations that are 

ÉÎÖÏÌÖÅÄ ÉÎ ÔÈÅ ÄÅÓÉÇÎȟ ÄÅÖÅÌÏÐÍÅÎÔȟ ÍÁÎÕÆÁÃÔÕÒÉÎÇ ÁÎÄ ÓÅÌÌÉÎÇ ÏÆ ÁÕÔÏÍÏÔÉÖÅ ÖÅÈÉÃÌÅÓȢ )Ô ÉÓ ÏÎÅ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ 

largest manufacturing sectors and is heavily reliant on resource based industries such as iron and steel, 

chemical, rubber and plastic related industries as well as petroleum based industries (Rosli, 2006). Therefore 

the automotive industry requires an extensive variety of production systems that link with a range of industrial 

organisations and technologies. For this reason the development of the automotive industry in a country has 

far reaching opportunities for the emergence of SMMEs, and its huge backward and forward linkages with 

various industries and sectors that would justify an argument that the automotive industry can be the backbone 

of the economy.   

 

The automotive industry is one of the leading manufacturing sectors in the South African economy. In the last 

20 years, the South African automotive industry has experienced significant changes. It has since become the 

third largest contributor to the national GDP (Gross Domestic Profit) after mining and financial sectors. The 

ÁÖÅÒÁÇÅ ÃÏÎÔÒÉÂÕÔÉÏÎ ÏÆ ÔÈÅ ÉÎÄÕÓÔÒÙ ÔÏ ÔÈÅ ÃÏÕÎÔÒÙȭÓ '$0ȟ ÁÓ ÆÒÏÍ ΨΦΦ0, has been approximately 6.9% 

(Kaggwa, 2011). The industry comprises of eight  passenger car assemblers (all of them subsidiaries of 

multinational corporations), coupled with a number of medium and heavy commercial vehicle assemblers, 

independent importers and over 270 first-tier component suppliers and manufacturers. 

 

The industry is a key employer, primarily in areas that the industry is most prominent such as Tshwane, Nelson 

Mandela Bay, eThekwini and Buffalo City. The South African automotive and components industry is growing 

rapidly and is perfectly placed for investment opportunities. Vehicle manufacturers such as BMW, Ford, 

Volkswagen, Daimler-Chrysler and Toyota have production plants in the country and represent some of the 

most prominent global vehicle brand manufacturers. Based on its contribution to national GDP, level of 

employment, and its status as an export-oriented manufacturing sector, the automotive industry in South 

Africa is of key importance to national development.  

 

The AIDC focuses its automotive industry initiatives in the Gauteng Province. The organisation operates as a 

subsidiary of the Gauteng Growth and Development Agency (GGDA), which is an entity owned by Gauteng 

0ÒÏÖÉÎÃÉÁÌ 'ÏÖÅÒÎÍÅÎÔȭÓ $ÅÐÁÒÔÍÅÎÔ of Economic Development (DED). The AIDC aims to promote SA as an 

automotive investment destination of choice and was established as a government support centre with the aim 

ÏÆ ÉÎÃÒÅÁÓÉÎÇ ÔÈÅ ÌÏÃÁÌ ÁÕÔÏÍÏÔÉÖÅ ÉÎÄÕÓÔÒÙȭÓ ÇÌÏÂÁÌ ÃÏÍÐÅÔÉÔÉÖÅÎÅÓÓ ÁÎÄ ÔÏ ÐÒÏÍÏÔÅ Gauteng as the 

automotive industry investment destination of choice. The organisation provides the management of the 

Automotive Supplier Park (ASP), which is an automotive industrial hub based in Rosslyn. Rosslyn houses four 

of the eight OEMs based in South Africa. It is therefore important to quantify and measure the economic impact 

of the AIDC, and to define the role and contribution of the AIDC in the South African economy.   
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The AIDC began in 2000 with the SPDC (Supplier Park Development Company) born out of the AIDC in 2002 

but initially existed as two separate entities. Based on a shareholder decision, a merger between the two 

entities was commenced on 1st !ÐÒÉÌ ΨΦΧΩȢ 4ÈÅ ÍÅÒÇÅÒ ÏÒÉÇÉÎÁÔÅÄ ÁÓ ÐÁÒÔ ÏÆ ÔÈÅ $%$ȭÓ strategy to consolidate 

its agencies in order to support its development and growth objectives. The collaboration brought with it the 

collective automotive experience and skills base of both entities into one seamless matrix. The business 

structure optimises service offerings as part of the GaÕÔÅÎÇȭÓ $%$ ÄÒÉÖÅ ÔÏ ÉÎÃÒÅÁÓÅ ÔÈÅ 0ÒÏÖÉÎÃÅȭÓ ÓÔÁÔÕÓ ÁÓ Á 

ȰÖÁÌÕÅ ÐÒÏÐÏÓÉÔÉÏÎ ÁÎÄ ÉÎÖÅÓÔÏÒ ÄÅÓÔÉÎÁÔÉÏÎ ÏÆ ÃÈÏÉÃÅȱȢ  

 

1.2. Scope of the Study 

The focus of this study is to determine the socio-economic impact of the AIDC in the Gauteng province. A 

comparative analysis of previous economic years is undertaken to compare findings with current economic 

impacts of the AIDC. The economic impact is measured in terms of the contribution that the AIDC makes 

toward sustainable increases in total production, GDP, employment figures, and skills development.  

 

1.3. Interpretation of the Study  

This study aims to undertake an assessment and evaluation of the company, activities, services and 

programmes of the AIDC in order to identify the baseline data, implementation focus and outcome of the AIDC.  

To be able to illustrate the contribution and impact of the company and its activities to its key stakeholders, an 

appropriate measurement tool was developed. This tool is populated with the appropriate data obtained from 

existing sources and key stakeholders. Thereafter the model will be applied to determine the economic impact 

and contribution of the AIDC. 

 

For this purpose the study is interpreted to establish a macro-economic impact framework to measure and 

evaluate the cost and benefits of the AIDC in a local, regional, and national context. The framework will be used 

for the following purposes: 

 

Á A review of the main services, programmes, and activities of the AIDC. 

Á A review of achievements and implementation performances. 

Á An assessment of programmes and services in terms of policy and strategy targets and delivery 

standards. 

Á Determining the impact of programmes and services in terms of the cost and benefits of the outcomes. 
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1.4. Methodological Approach 

Figure 1-1 illustrates the methodological approach taken by Urban-Econ in pursuit of the primary study goal of 

the project.  

 

Figure 1-1: Methodological Approach 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

STEP 1: PROJECT ORIENTATION 
The project was initiated with an orientation process. Project orientation entails developing an in-depth 

understanding of the project and all that it encompasses. The orientation phase is arguably one of the most 

important phases of any project, as it ensures a common understanding between the client and service 

provider. In addition, it enables the project team to develop a roadmap that will provide direction to the 

successful completion of the project. For the purpose of this report, the most critical tasks to be completed 

during this phase include:  

Á Identifying the study area 

Á Obtaining required primary and secondary socio-economic data 

Á Acquiring project-specific data for the construction and operational phases 

Á Understanding the details ÁÎÄ ÐÒÏÇÒÅÓÓ ÏÆ ÔÈÅ !)$#ȭÓ ÐÒÏÇÒÁÍÍÅÓ. 

STEP 2: BASELINE SOCIO-ECONOMIC PROFILE 
This step serves to develop a baseline profile of the delineated study area. The aim is to identify and examine 

the variables that are influenced by the development in the automotive industry facilitated by the AIDC. This 

information will then be used in later stages to assist in assessing the quantitative impacts of the AIDC. The 

profile will be developed by assessing the following factors: 

Á Population and Household Dynamics 

Á Economic Profile 

Á Labour Market 

Á Income and Expenditure. 

The baseline profile will emphasise the current socio-economic dynamics of the study area.  

6. Conclusion and Recommendations

5. Impact Evaluation

4. Socio-Economic Impact Assessment

3. Project Dimensions

2. Baseline Socio -Economic Profile

1. Project Orientation
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STEP 3: AIDC BUSINESS ANALYSIS AND OVERVIEW OF AIDC PROJECTS 

This step provides details of the !)$#ȭÓ ÖÉÓÉÏÎȟ ÍÉÓÓÉÏÎ ÁÎÄ ÅÃÏÎÏÍÉÃ ÆÏÃÕÓ ÁÒÅÁÓȟ ÁÓ ×ÅÌÌ ÁÓ various project 

dynamics for all projects undertaken in the 2011/12 financial year. Financial capital, human capital, as well as 

physical factors are examined. 

STEP 4: SOCIO-ECONOMIC IMPACT ASSESSMENT 
Step 4 entails the socio-economic assessment based on the Social Accounting Matrix (SAM) that quantifies the 

impacts of development in the automotive industry. The socio-economic impact assessment assesses the 

direct, indirect, and induced effects on the GDP, production, employment, and worker income and expenditure. 

STEP 5: IMPACT EVALUATION 
Step 5 is based on the baseline profile information to relate the impacts of the project to the economies in which 

they were experienced. Impacts thereby actually identify the broader economic significance of the project.  

Impacts considered the geographic extent, duration, and magnitude of the impact. Once the evaluation 

exercise has been completed, the positive and negative implications of the potential macroeconomic impacts 

are identified.  

STEP 6: CONCLUSION AND RECOMMENDATIONS 
Step 6 provides a synopsis of the study findings and concludes with the quantitative and qualitative impacts 

that arose ÆÒÏÍ ÔÈÅ !)$#ȭÓ ÉÎÆÌÕÅÎÃÅ ÏÎ ÔÈÅ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ Ôhe automotive industry in the primary, secondary, 

and tertiary study areas. 
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1.5. The Study Area 

The primary study area, delineated as the City of Tshwane Metropolitan Municipality (CoT MM) refers to the 

locality where the immediate economic effects of the proposed activity will be observed. The primary study 

area involves the areas that will be affected directly by the activities of the AIDC. Among others, negative 

impacts could result in the lack of local economic growth, increasing unemployment and poverty, while positive 

impacts could mean job creation, investment in the primary study area, and improved infrastructure provision. 

 

The primary study area is located within the Gauteng province, which was delineated as a secondary study area.  

For the delineation of the secondary study area, certain indirect impacts of the automotive industry 

development was considered. The secondary study area is far greater than the primary study area. As the 

ÁÕÔÏÍÏÔÉÖÅ ÉÎÄÕÓÔÒÙ ÏÎÌÙ ÃÏÎÔÒÉÂÕÔÅÓ ÐÁÒÔÉÁÌÌÙ ÔÏ 'ÁÕÔÅÎÇȭÓ ÒÅÌÁÔÉÖÅÌÙ ÄÉÖÅÒÓÉÆÉÅÄ ÅÃÏÎÏÍÙȟ ÔÈÅ ÇÒÅÁÔÅÒ 

economic impact of automotive industrial development on 'ÁÕÔÅÎÇȭÓ ÅÃÏÎÏÍÙ ÍÕÓÔ ÂÅ ÁÃÃÕÒÁÔÅÌÙ ÑÕÁÎÔÉÆÉÅÄ 

to determine its value to the province as a whole.  

 

The third tier study area is the tertiary study area at national level, delineated as South Africa. From an 

economic impact perspective, it includes all impacts that have an influence on national level with regard to 

national GDP, employment and population, and household dynamics such as income and expenditure. 

 

Figure 1-2: Map of study areas 

 
 

 

 

City of Tshwane 

Municipality  

South Africa 

Rosslyn 
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1.6. Report Outline 
 

The report is structured in chapters:  

Ɇ The introductory chapter  provides the background to the study, the study areas, and the project itself.  

 

Ɇ The second chapter delivers examination goals and objectives of the AIDC, the context of the 

automotive industry in which the AIDC finds itself, relevant national policy frameworks, and the key 

economic and socio-economic characteristics of the study area that assist in interpreting and 

evaluating macroeconomic impacts.  

 

Ɇ The third chapter provides insight to the establishment and activities of the AIDC projects, and the 

economic impact analysis of how the projects influence key indicators and the automotive industry in 

South Africa.  

 

Ɇ The fourth chapter gives an account of the qualitative impacts of the AIDC projects, and how the 

projects comply with provincial development initiatives.  

 

Ɇ The fifth chapter  consists of a conclusion to the entire economic impact assessment given in this 

report.  

 

1.7. Sources of Information  

 

The sources of information used in the compilation of this report include the following:  

¶ AIDC Audited Annual Financial Statement for the year ended 31 March 2014  

¶ Close-Out Reports 2013/14 

¶ Project Charters 

¶ AIDC Strategic Business plan for 2013/2014 

¶ AIDC Quarterly Report, January to March 2014 

¶ Memorandum to the Members of the Board of the AIDC Development Centre, March 2013 

¶ Quantec Easy Data 

¶ Stats SA 

¶ Social Accounting Matrix (SAM) 

¶ AIDC and SPDC Annual Economic Impact Assessments 2011/12 and 2012/13 

¶ Publications 
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2. The AIDC and the Development Context 
 

2.1.  Background and Establishment of the AIDC 
 

The AIDC was initially established by Government as a support organisation to facilitate the upliftment, 

improvement, and promotion of the South African automotive industry. The organisation now operates as a 

ÓÕÂÓÉÄÉÁÒÙ ÏÆ ÔÈÅ ''$!ȟ ×ÈÉÃÈ ÉÓ ÁÎ ÅÎÔÉÔÙ Ï×ÎÅÄ ÂÙ ÔÈÅ 'ÁÕÔÅÎÇ 0ÒÏÖÉÎÃÉÁÌ 'ÏÖÅÒÎÍÅÎÔȭÓ $ÅÐÁÒÔÍÅÎÔ ÏÆ 

Economic Development. The AIDC works in partnership with the City of Tshwane, AIDC Eastern Cape, South 

African Automotive Weekly (SAAW), Transnet, NAAMSA, the DBSA, MerSETA, Ford SA, Nissan SA, the DTI 

and NAACAM, as well as Siemens (a client of ESKOM). These partnerships allow the AIDC to provide world-

class technical and developmental services across assemblers and all tiers of suppliers in the automotive 

industry.  

 

The organisation also coordinates and manages the Automotive Supplier Park (ASP) after the merger between 

the AIDC and the SPDC on the 1st April 2013. 4ÈÅ ÍÅÒÇÅÒ ÏÒÉÇÉÎÁÔÅÄ ÉÎ ΨΦΦί ÁÓ ÐÁÒÔ ÏÆ ÔÈÅ $%$ȭÓ ÓÔÒÁÔÅÇÙ ÔÏ 

consolidate its agencies to support its development and growth objectives. This was required to improve 

service delivery in the province. It was decided to retain the AIDC brand for the Supplier Park Development 

Company SOC Ltd to take over the AIDC as a running business concÅÒÎȢ 4ÈÅ 30$# ×ÁÓ ÔÈÕÓ ÔÒÁÄÉÎÇ ÁÓ Ȱ!)$#ȱ 

from the 1st of April 2013. The geographic brand of the ASP was also retained to represent an automotive 

industrial hub based in Rosslyn which houses a number of automotive component manufacturers, suppliers and 

service providers to OEMs including BMW, Nissan, Ford and Tata.  As a project-driven organisation with a focus 

on technical excellence and delivery, the AIDC provides accessible and affordable world-class services in the 

areas of supply chain development, supplier development, and skills development and training. These three 

ÐÏÉÎÔÓ ÆÁÌÌ ÐÁÒÔ ÏÆ ÔÈÅ !)$#ȭÓ +ÅÙ &ÏÃÕÓ !ÒÅÁÓȢ 

 

2.1.1. Vision  
 

The AIDC supplies the need for an institution that can drive state support towards industrial growth and 

development from which the automotive sector can facilitate the absorption of labour. 4ÈÅ !)$#ȭÓ ÖÉÓÉÏÎ 

concentrates on becoming the preferred provider of strategic solutions and Government projects to the South 

African automotive industry.  

2.1.2. Mission  
 

!)$#ȭÓ ÍÉÓÓÉÏÎ ×ÉÌÌ ÂÅ ÔÏ ȰÁÃÔ ÁÓ ÔÈÅ 'ÁÕÔÅÎÇ 0ÒÏÖÉÎÃÉÁÌ 'ÏÖÅÒÎÍÅÎÔȭÓ )ÎÄÕÓÔÒÉÁÌ 0ÏÌÉÃÙ 3ÕÐÐÏÒÔ !ÇÅÎÃÙȱȟ ÂÙ 

facilitating Government and industry strategic initiatives and implementing various projects. In order to achieve 

this, the AIDC must have the following: 

¶ A dedicated and professional team 

¶ Government, industry, and union support 

¶ Access to local and international partnering networks 

 

2.1.3. Strategic Objectives  
 

Through the collaboration of both the industry and government, along with the consultation of stakeholders, 

the AIDC aligns its programmes and initiatives with the Governments national priorities and Provincial Growth 

and Development strategies. The AIDC looks to address key challenges of the automotive industry through its 

key focus departments. The objectives set out by the AIDC arÅ ×ÅÌÌ ÁÌÉÇÎÅÄ ÔÏ ÇÉÖÅ ÅÆÆÅÃÔ ÔÏ ÔÈÁÔ $4)ȭÓ )0!0 Ω 
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and provide the required industrial development support services required by the Gauteng Province to 

implement its Employment, Growth and Development Strategy (GEGDS), as wells as industrial, automotive, 

and green strategies. The AIDC has set itself a number of specific institutional objectives:  

 

¶ Increasing the contribution of small enterprises to the automotive industry.  

¶ Significantly progressing Broad-Based Black Economic Empowerment (BBBEE).  

¶ Increasing market access opportunities for South African goods and services and the export thereof.  

¶ Contributing towards building skills, technology and infrastructure platforms from which enterprises 

can benefit.  

¶ Enhancing the competitive capabilities of automotive suppliers.  

¶ Forging partnerships between the Government and the private sector in a combined vision for 

economic growth.  

 

2.1.4. AIDC Key Focus Departments for Industrial Development  
 

The Key Focus Departments provide the facilitation of strategized programmes that look to aid the 

development of the automotive industry locally through skills development and training and industrial support. 

 

2.1.4.1. Enterprise Development Department (EDD) 

 

The AIDC established the Enterprise Development Department (EDD) to support the development of 

component manufacturers within the supply chain to conform to the international standards prescribed by the 

automotive manufacturing industry. The department is in charge of providing various services that range from 

a combination of efficiency improvement projects related to productivity, quality assurance in accordance with 

ISO 9001 standards including the implementation of ISO 14001 (Environmental) & OSHAS 18001 (Occupational 

Health & Safety) Management Systems at the five Automotive Incubation Centre Companies and the AIDC IC 

Management Office, lean and clean production, to manufacturing concepts, logistics, clustering, and SMME 

development initiatives. 

 

Projects facilitated by the EDD during the 2013/14 financial year include the following: 

¶ ISO 14001 

¶ Supplier Efficiency Programme 

¶ Medium and heavy Commercial vehicles (M&HCV) 

 

2.1.4.2. Skills Development and Training (SD&T) 

 

The SD&T Department was established by the AIDC to identify sectors with skills deficiencies, and then 

facilitate and develop programmes designed to nurture and develop individuals to drive economic growth 

across South Africa and fill the prominent gap in specialised skills primarily within the automotive sector. It is 

imperative that the automotive industry possesses a skilled workforce, therefore the 3$Ǫ4 $ÅÐÁÒÔÍÅÎÔȭÓ 

objectives are to: 

 

Ɇ Address scarce and critical skills in the automotive sector. 

Ɇ Enhance trade and artisan development initiatives and thus improving global competitiveness and 

improving local manufacturing. 

Ɇ Support talent pipeline strategies as a feeder to the automotive sector. 

Ɇ Providing mentoring and coaching, project management training, and developing learning material 

Ɇ Securing funding to support its training objectives. 
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Ɇ Attract students to pursue technical careers such as engineers, technicians and artisans. 

 

The SD&T Department has engaged with merSETA to ensure quality training and development of scarce skills 

through recognised training centres and has cemented relationships with established Higher Education 

Institutions. The SD&T Department strives to ensure that training and development programmes are effected 

through its key training sites and programmes including:  

Ɇ Gauteng Automotive Learning Centre 

Ɇ Ford T6 Production and Production Simulator Facilities 

Ɇ BBBEE Automotive Incubation Centre 

Ɇ Winterveld Enterprise Hub 

 

 

2.1.4.3. Incubation Programmes Department (IPD) 

 

The AIDC Incubation Programmes Department is responsible for the launch of 3ÏÕÔÈ !ÆÒÉÃÁȭÓ ÆÉÒÓÔ !ÕÔÏÍÏÔÉÖÅ 

Incubation Centre at Ford Motor Company of SouÔÈÅÒÎ !ÆÒÉÃÁȭÓ 3ÉÌÖÅÒÔÏÎ ÐÌÁÎÔ ÉÎ ΨΦΧΧ, as well as the 

Automotive Winterveld Enterprise Hub in 2014. The AIDC initiated the incubation concept within the local 

automotive industry in order to provide support to Black-owned enterprises by aiding the initial setup and 

facilitation of the enterprises.  

 

These start-ÕÐ ÂÕÓÉÎÅÓÓÅÓ ÂÅÎÅÆÉÔ ÆÒÏÍ ÔÈÅ !)$#ȭÓ ÐÒÏÇÒÁÍÍÅ ÂÅÃÁÕÓÅ ÔÈÅÙ ÏÐÅÒÁÔÅ ×ÉÔÈÉÎ ÔÈÅ )ÎÃÕÂÁÔÉÏÎ 

facility, receive subsidised rental, are mentored and trained by professionals while receiving business 

devÅÌÏÐÍÅÎÔ ÁÎÄ ÆÉÎÁÎÃÉÁÌ ÓÕÐÐÏÒÔȟ ÁÍÏÎÇ ÏÔÈÅÒÓȢ 4ÈÅ ÉÄÅÁ ÁÌÓÏ ÓÕÐÐÏÒÔÓ ÔÈÅ !)$#ȭÓ ÍÁÎÄÁÔÅ ÔÏ ÃÒÅÁÔÅ ÊÏÂÓ 

and develop sustainable SMMEs. 

 

The AIDC provides shared services such as human resources, finance and payroll at a nominal fee to the 

incubatees. The incubation programmes facilitated in the 2013/14 financial year include: 

 

Ɇ Ford Automotive Incubation Centre 

Ɇ Nissan Automotive Incubation Centre 

 

2.1.4.4. Government Incentives Schemes Programme (GISP) 

 

4ÈÅ !)$#ȭÓ 'ÏÖÅÒÎÍÅÎÔ )ÎÃÅÎÔÉÖÅ 3ÃÈÅÍÅÓ Department initiates the administration and support of 

government and automotive industry incentives that are designed to grow and develop the automotive sector. 

This department is contracted to the DTI from where they conduct company evaluations and ensure that they 

are eligible and comply with the requirements of the MIDP and PAA claims.    

 

2.1.4.5. Special Programmes Department (SPD) 

 

The SPD focuses primarily on supply chain development and logistics to develop specified tailored solutions 

which can address the needs of the South African automotive industry. The secondary focus is on strategic 

infrastructure that looks to support infrastructure that may enhance the supply chain and enhance operational 

efficiency of existing infrastructure. Projects/programmes supported by the SPD over the 2013/14 financial year 

included: 

 

Ɇ The Call Centre 

Ɇ The Tshwane Auto City (TAC) 

Ɇ The LPG Minibus Taxi Conversion project 
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2.1.4.6. Business Development Department (BDD) 

 

 

4ÈÅ !)$#ȭÓ "ÕÓÉÎÅÓÓ $ÅÖÅÌÏÐÍÅÎÔ $ÅÐÁÒÔÍÅÎÔ ɉ"$$Ɋ insures a link through strategic input and support to 

various Key Focus Departments and Infrastructure Programmes. The aim of the BDD is to enhance, expand, 

increase, and deepen its services offerings to both Government and automotive industry clients. The BDD 

supports the AIDC with project acquisition and assists each department to source funding for future projects. 

 

BDD provides nurturing to current relationships with clients as well as deliver the opportunity to acquire new 

business projects and then maintaining these relationships. In doing so, iÔ ÁÉÍÓ ÔÏ ÉÎÃÒÅÁÓÅ ÔÈÅ !)$#ȭÓ 

independency ratio and drive the organisation to become self-sustainable. The BDD currently links projects to 

the AIDC that broaden the socio-economic impact within the automotive industry. It is in particular focusing on 

developing value propositions for the expansion of the Automotive Supplier Park (AS) in Rosslyn. 

 

2.1.4.7. Automotive Supplier Park 

 

The Automotive Supplier Park (ASP) is an automotive manufacturing cluster within the City of Tshwane 

managed by the AIDC. The AIDC develops factories to a tenantȭs specifications for leasing on a long-term basis, 

with the additional offering of shared mini factories for smaller operations and offices for automotive service 

providers. It has the highest concentration of the automotive and component manufacturers in the city as well 

as in the country and is found in Rosslyn, in the north-western corner of Tshwane. The ASP was essentially 

developed to create an environment that benefited automotive component manufacturers and suppliers by 

providing synergies and cost benefits through its strategic location, shared infrastructure, services and 

facilities, state of the art ICT infrastructure, a central logistics warehouse and services optimised for automotive 

supply chain services.  

 

The ASP is within 3km of Nissan SA and BMW SA and 30km from Ford SA, owing to its strategic location with 

various suppliers servicing multiple OEMs. Supplier parks allow the potential to improve the production 

environment and services, lower costs and exploit the latest advances in machinery or technology and practices 

in the automotive manufacturing chain (Nieuwoudt, 2012). The idea of a supplier park is closely linked to the 

introduction of linking suppliers within the industry. Linking suppliers and various component manufacturers 

has enabled OEMs to: 

¶  Reduce complexity in the final assembly 

¶  Increase the speed for product innovation 

¶  Cope with escalating product variety 

¶  Reduce costs 

 

!ÍÏÎÇ ÔÈÅ !30ȭÓ ÏÆÆÅÒÉÎÇÓ ÁÒÅȡ 

ü Customised turnkey production buildings and full services package for component manufacturers and 

assemblers to the automotive industry 

ü A common logistics centre and optimised logistics infrastructure. Core to the development is an 

integrated logistics concept with experienced logistics service providers as development partners 

ü A Central Hub incorporating offices and facilities such as conferencing and video conferencing, a 

restaurant, retail centre and other facilities for use of tenants and external users 

ü The availability of advanced information and communication technology infrastructure and services. 

 

 

Below is a site map of the ASP that represents the tenants and variety of facilities offered on site. 
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Figure 2-1: ASP site map 

 
Source: AIDC (2014) 

 

The ASP is managed as a separate commercial entity which contributes to the uniqueness of the ASP in 

comparison to international applications of the concept. It is managed without direct involvement by other 

OEMs in other parks. This may in theory allow suppliers within the park to balance reduced demand volumes 

from one manufacturer with the increased demand of another, due to their relational contracts not binding 

them to one particular manufacturer. Therefor tenants are not restricted and are able to perform activities 

across the value chain.  

 
The underlying theoretical principles behind the establishment of supplier parks are the following (Capitulo, 
2010): 
 

ü Lean Production 
In terms of ASPs, lean production is a logistic system driven by demand, and not production. The idea behind 
lean production is to match production with specific demand through managing elements such as Just-In-Time 
(JIT) deliveries and Just-In-Sequence (JIS) components to OEMs, and to keep a low inventory, except for 
emergencies. With lean production, designers work hand-in-hand with production workers and suppliers. There 
is a continuous two-way interchange. Snags can immediately be ironed out and machine tools adapted when 
the need therefore arises. 
 

ü Clustering 
Clustering is seen as the geographical concentration of related economic activities, in order to create 
economies of scale that provide benefits such as access to shared resources, larger customer bases and other 
suppliers, which might result in higher productivity and efficiency of business activities. 
 

ü Modularisation 
Modularisation is the development in supplier companies where suppliers do not only manufacture simple 
separate parts, but now sub-assembled modules, which can be fitted in a vehicle without any further assembly 
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of parts needed. The benefits of modularisation include the ability of OEMs to meet more customer demand, 
speeding up the assembly time of output units and cost reduction. 
 
 

ü Outsourcing 
OEMs outsource the manufacturing of components to suppliers in ASPs, in order to increase production in 
shorter periods of time to supply in the increasing demand for automotive goods. In theory, supplier parks can 
have different definitions that depend on the specific characteristics of the park and, which services are 
delivered at the park. The following characteristics are taken in account when defining ASPs (Capitulo, 2010): 
 

ü Number of Suppliers in the ASP 
The number of suppliers in ASPs tend to differ depending on the type, size and design of the park. The principle 
behind the number of suppliers in an ASP lies in the fact that a supplier park is where two or more suppliers are 
clustered together closely located to automotive OEMs. 
 

ü Proximity to OEMs 
A key aspect in defining the ASP is the proximity between the supplier activities in the ASP and the final 
assembly plant where the components manufactured by the supplier park are needed. It is generally accepted 
that ASPs are in close proximity, or adjacent to assembly plants. 
 

ü Planning of an ASP 
7ÈÁÔ ÄÉÓÔÉÎÇÕÉÓÈÅÓ !30ȭÓ ÆÒÏÍ ÏÔÈÅr industrial parks or clusters is the initiative of the deliberate planning for 
establishment of an ASP. Each ASP is planned with a specific objective in mind to supply in the needs of OEMs. 
OEMs or government initiatives usually take care of the planning and development of ASPs. 
 

ü Physical Layout of the ASP 
There are three different approaches to the physical layout of the ASP. The first approach sees the component 
supplier and the OEM located on the same site under one roof. The second approach is where component 
suppliers are located on a site adjacent to the OEM with the final approach being where component suppliers 
are located at a separate site in close proximity to the OEM, and the two facilities are connected through ground 
or aerial conveyors that transport goods between the facilities. 
 

ü The Provision of Logistic Services 
The transport of goods can be handled by the ASP, the OEM or an outsourced service provider. The outsourced 
service provider can work for specific suppliers or be the service provider that handles all logistic services of 
tenants in the park. 
 

ü Flow of information 
The effective management of an ASP relies heavily on the proper functioning of information and 
communication systems. OEMs and suppliers use integrated systems such as inter- and intranet, servers, and 
backup systems to store and facilitate the flow of information between them.  
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2.2. Automotive Industry Overview 
 

This section looks at the South African automotive manufacturing industry in a holistic view in order to 

conceptualise ÔÈÅ ÉÎÄÕÓÔÒÙȭÓ ÖÁÒÉÏÕÓ ÓÅÃÔÏÒÓ ÁÓ ×ÅÌÌ ÁÓ ÔÈÅ ÉÎÆÌÕÅÎÃÉÎÇ ÆÁÃÔÏÒÓ ÔÈÁÔ ÍÁÙ ÁÆÆÅÃÔ ÔÈÅ ÉÎÄÕÓÔÒÙȢ 4ÈÉÓ 

will provide an important overview of the development context in which the AIDC finds itself.  

2.2.1. International Trends  

 
The automotive industry in more recent years has evolved into a much more complex industry with a multitude 

of influencing factors affecting the production and selling of cars. In order to compete internationally, 

manufacturers have to focus on more than traditional economic factors and must develop a multi-faceted 

strategy that is both responsive and resilient to the evolving market. The global automotive sector is currently 

characterised by a number of varying trends. These trends include the relocation of production centres to 

developing economies, increased production efficiency efforts, and fiscal consolidation. Arguably, the most 

important trend facing the SA automotive industry, is that of the transition by the principal global automotive 

manufacturers from production in developed countries to production in developing countries. This strategic 

pivot, in an effort to reduce production costs in order to remain globally relevant and competitive, poses both 

opportunities and threats for SA.  

 

There are a number of global factors that hamper the performance of the international automotive industry 

such as environmental challenges, the weakening of the global economy in 2008 and 2009, continued 

urbanisation, and constant change of consumer behaviour. As a result of these changes within the entire 

automotive industry, especially the manufacturing sector such as OEMs and the automotive supply chain 

stakeholders, global automotive manufacturers have had to adapt their approach to supplying output. 

According to analysts at Nomura (a Japanese investment bank) (2011), the global demand for automotive 

goods and services will most likely climb each year as it was predicted to climb during 2012 to 2013 by six 

percent.  

 

)Î ÔÏÄÁÙȭÓ ÅÎÖÉÒÏÎÍÅÎÔȟ ÖÅÈÉÃÌÅÓ ÈÁÖÅ ÂÅÃÏÍÅ ÉÎÃÒÅÁÓÉÎÇÌÙ ÈÁÒÄÅÒ ÔÏ ÓÅÌÌ ÁÓ Á ÒÅÓÕÌÔ ÏÆ economic challenges and 

societal concerns about energy, urban congestions, material usage, and in general the environmental 

constraints. With all the factors affecting manufacturing of vehicles, it becomes necessary to seek more 

efficient and cost effective methods of manufacturing. Despite the increases in challenges, it is still expected 

that international automotive production from 2012 will increase by 40% by 2017. Although the increase in 

production is a major opportunity for OEMs and component suppliers, the demand for automotive goods and 

services is not stable across global markets. For example, the North American and Asian markets are growing 

while the European market is struggling. The growing demand in the Americas and Asia necessitates that 

suppliers get their capacity right in these locations to meet demand without overcompensating 

(PricewaterhouseCoopers, 2011).  

 

With the expected growth of automotive production, the demand for petroleum will rise simultaneously. This 

leads to upward pressure on fuel prices forcing vehicle manufacturers to develop more fuel efficient cars to limit 

the negative consequences of increased fuel prices. This has led to a stronger focus on alternative propulsion 

of cars, depending on the various needs of people in particular areas. An alternative powertrain and chassis 

system appear to be the trend setting items on the list for new developments in the automotive industry, 

especially in the automotive supply chain. Further, the emergence of green ideas in the sector, from the use of 

Liquid Natural Gas (LNG) to propel commercial vehicles, to the use of battery-driven consumer vehicles.  

 

With vehicles changing to adapt to new consumer preferences, more opportunities will arise in the market for 

intelligent mobility services. The usage of advanced technology in the interior and exterior design of cars 
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making them safer, more efficient, and more exciting to drive, could be the key for OEMs to achieving global 

scale and competitiveness (PricewaterhouseCoopers, 2011).  

 

Greater pressure is thus being placed on the global automotive sector to remain profitable in an era of high 

economic uncertainty and low growth, while the environmental burden of sustainability and reduced carbon 

emissions is leading to a fundamental overhaul in the way the industry operates. The CoT, which is part of the 

global supply chain of the automotive industry, is determined to adapt to the changing international trends. 

Within the Growth and Development Strategy set out for 2055 for the city, the CoT has recognised key areas 

of intervention, which will entrench the CoT automotive. 

2.2.2. Emerging Markets  
 
Emerging markets are what fuels the current exponential growth of the automotive industry. Globally, the 

trend for the industry has been to shift automobile production to these emerging markets. In part, some of this 

shift is driven by the lower labour and production costs in developing countries, but it is mostly due to the rapid 

growth of the automotive demand in the developing world (Wang, et al., 2012). Emerging markets provide the 

automotive industry with access to larger and younger populations, rapidly growing economies and relatively 

low vehicle-ownership rates, which compiled together, facilitate the engine for growth.  

 

Emerging markets can be defined as economies that have started off a lower-economic base and are 

experiencing periods of strong economic growth and development, which is allowing them to emerge from 

under-development. This development entails higher levels of economic growth, higher average incomes and 

higher personal and commercial vehicle use. Large emerging economies such as India, China and Brazil offer 

large real and potential markets, and have a large surplus of low cost labour. These factors promote larger 

foreign direct investment flows into these countries, ideally with the aim of supplying both the local market and 

having the possibility of exporting back to developed countries (Gastrow, 2012). Large developing countries 

like these offer manufacturers large and growing markets. This means it is then profitable to supply this market 

by producing cars specifically for these market requirements, or to adapt existing models for use in these 

markets.  

 

The potential of cost saving for automotive manufacturing industries shifting their production centres to 

emerging markets necessitates the need for OEMs, to shift production centres and facilities to such countries. 

While cost structures in developed regions are high, emerging markets generally offer lower input costs ɀ such 

as labour and electricity, which lowers overall cost structures and increase profit margins. Further, because the 

automotive industry is a bulk-gaining industry, the transportation costs of conveying the final product to the 

consumer can be significant. In an effort to reduce transportation costs, many automotive companies are 

shifting their production centres nearer to end markets in emerging countries. 

 

OEMs in mature markets also face increasing competition from rapidly growing OEMs in emerging markets 

who are fuelled by the growing demand for vehicles in the developing world (Alfaro et al., 2012). The South 

African emerging market also presents opportunities to OEMs and supply chains to invest in, and shift their 

production bases to lower cost regions in SA. In order to serve these markets and remain a highly competitive 

industry, automakers have to ensure that their products cater for consumers in mature and emerging markets. 

This is done through using advanced manufacturing technologies at low cost, increased local production, 

tailoring vehicles to the needs of local consumers, and essentially increase sales, market share, and profits in 

these areas (Koubal & Engel, 2006). 
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2.2.3. Trends  

 
In order to serve these markets in what has become a highly competitive industry, automakers have to ensure 

that their products cater for consumers in mature and emerging markets. This is done through using advanced 

manufacturing technologies at low cost, increased local production, tailoring vehicles to the needs of local 

consumers, and essentially increase sales, market share, and profits in these areas. This competitiveness leads 

to a number of trends that may influence the global automotive market both currently and in the future. These 

trends are discussed in brief bellow. The shift from traditional markets to the emerging markets has a huge 

global impact on product development, investment, and marketing strategies. Simultaneously, societal 

concerns continue to emerge such as environmental impacts like energy usage, urban congestion, and material 

usage change the way vehicles are used and developed (Nassif & Valsan, n.d.).  

 

In the need to pursue new revenue opportunities and lower operating costs, manufacturers from various 

corners of the globe create a network of sourcing, manufacturing, marketing, sales and research, and 

development activities. Because the automotive industry is a bulk-gaining industry, transport cost of the final 

product to the consumer is significant, hence the shift by automakers to locate near the end market. OEMs in 

mature markets also face increasing competition from rapidly growing OEMs in emerging markets who are 

fuelled by the growing demand for vehicles in the developing world (Alfaro et al., 2012). The increased 

importance of emerging markets such as China, India and Indonesia, can be attributed to the plateau of car 

sales and production of mature markets in the west, primarily North America and Western Europe. 

 

An indicator of the extent to which the automotive industry is pivoting towards emerging markets is reflected 

in the source of profits for international automotive companies. Figure 2-1 below illustrates how emerging 

markets continue to account for a higher share of global passenger car sales since 2007.  

 
Figure 2-2: Number of Car Sales  

Source: Urban-Econ estimations using OICA data, 2014. 

 

From the figure above, there is a clear acceleration in the Asian, Oceania and Middle East passenger car sales 

between the 2008 and 2009 period. Simultaneously, there is a noticeable decrease in sales within America and 

Europe.  

 

The key reason underpinning the strategic pivot to emerging markets by the international automotive sector is 

the growth opportunities in developing countries. Emerging economies such as China, India, Indonesia, Nigeria, 

Mexico, and Brazil represent vast and potentially lucrative consumer and commercial markets. Collectively, 

they account for 3.3 billion people. To expand further, emerging markets offer high growth opportunities owing 

to large populations and rapidly rising incomes, while developed economies growth opportunities are 

18 282 465

23 312 967
25 003 803

20 437 962

40 454 477

7 154 302

12 079 971

 -

 5 000 000

 10 000 000

 15 000 000

 20 000 000

 25 000 000

 30 000 000

 35 000 000

 40 000 000

 45 000 000

2 0 0 5 2 0 0 6 2 0 0 7 2 0 0 8 2 0 0 9 2 0 1 0 2 0 1 1 2 0 1 2 2 0 1 3

EUROPE AMERICA ASIA/OCEANIA/MIDDLE EAST OTHER



 AIDC 2013/2014 Annual Economic Impact Assessment  2015 

26 | P a g e 
  

considerably flat. In an effort to maintain and increase revenues and profits, global automotive role-players are 

naturally turning their attention from the developed to developing world. 

 

2.2.4. Trends Influenced  by Environmental Concerns  
 
The international automotive industry is largely influenced by the rising environmental challenges, increasing 

urbanisation, and as a result changes in customer behaviour and demands. Efficient mass production of modern 

vehicles might be among the most challenging manufacturing pursuits in business today (Credit Week: The 

Global Authority on Credit Quality, 2013). It requires enormous capital and the co-ordination of various 

interdependent entities.  

 

The rising fuel costs coupled with the trend towards government policy intervention on fuel efficiency 

standards will spur research and innovation on producing more fuel-efficient vehicles. It is predicted that by 

2020, alternative propulsion type vehicles such as hybrids, electric, and natural gas are predicted to constitute 

approximately 40% of market share (Wang, et al., 2012). With the customer demand changing, the suppliers 

must adapt to consumer habits. Along with the need to necessitate fuel-efficiency within current production 

trends, technology is driving another major automotive industry trend. Technology not only affects the 

efficiency of a vehicle but the advancement of technology affects both the interior and exterior design of cars, 

making them safer, improving connectivity, ease of use and, the general outlook of a vehicle. Purchase 

decisions by the consumer are more than ever effected by the new ȰÄÉÇÉÔÁÌ ÄÅÍÁÎÄȱ within vehicles, leading to 

new avenues for competitive marketing and development by automotive manufacturers (Mohr, et al., 2013).   



 AIDC 2013/2014 Annual Economic Impact Assessment  2015 

27 | P a g e 
  

2.2.5. South African Perspective  
 

This sub-section will look at the performance of the automotive sector in South Africa by giving an overview of 

the industry itself over 2013. The automotive industry that includes manufacturing, distribution, servicing and 

maintenance of motor vehicles in South Africa, plays a vital role in the local economy. The latest quarterly 

figures released in August 2014 by NAAMSA, indicated direct aggregate industry employment from 30 June 

2014, totalled 29 381. This had reflected a decline of 465 jobs or 1.6% compared to the 29 846 industry head 

count as at the end of the first quarter of 2014. 

 

A study into employment in the South African automotive manufacturing industry, which was commissioned 

by the National Economic Development and Labour Council (NEDLAC), had determined that the total 

projected current employment for vehicle manufacturers and component manufacturers to be 141 595 

positions. The projection for 2014 is that approximately 32 200 persons are employed in the vehicle 

manufacturing industry while the balance of around 110 000 employees are employed in the component 

manufacturing sector. NAAMSA stated that the historical employment total for the component manufacturing 

industry turned out higher than previously anticipated. The average monthly industry employment number for 

2013 was 30 121 compared to 30 120 in 2012 and 29 180 in 2011.  

 

The NAAMSA second quarter report indicated the utilisation of production capacity in cars, light commercial, 

medium commercial, and heavy commercial vehicles over the period from 2007 to the second quarter of 2014. 

 

Table 2-1: Average Vehicle Assembly Industry Capacity Utilisation Levels per Year from 2007 to 2014 

Year 2007 2008 2009 2010 2011 2012 2013 
2014 1st 

Quarter 

2014 2nd 

Quarter 

Cars 67.7% 68.3% 59.4% 77.1% 81.6% 86.5% 68.0% 65.0% 52.6% 

Light 

Commercial 
82.7% 73.9% 56.5% 68.4% 73.5% 87.8% 75.3% 87.1% 78.6% 

Medium 

Commercial 
91.7% 89.9% 64.6% 77.2% 88.4% 84.3% 59.8% 77.6% 77.3% 

Heavy 

Commercial 
95.3% 87.6% 66.1% 77.5% 89.9% 86.9% 69.3% 79.3% 75.3% 

Source: NAAMSA, second quarter report, 2014 

 

The percentage yields of the first two quarters of 2014 show similar results with medium and heavy commercial 

vehicles, while there was a considerable drop percentage of cars and light commercial vehicles. NAAMSA 

explains that with the exception of capacity utilisation in the new car manufacturing segment, which was 

affected by low capacity utilisation by one manufacturer as well as the strike in the metal and engineering 

industry, the capacity utilisation in the remaining three sectors held up relatively well. 2007 indicated the 

highest percentage in capacity utilisation, since which there have been considerable fluctuations in percentages 

due to a number of both local factors (such as production costs pressures and labour issues) and international 

factors (such as the global recession and logistical issues). Current installed production capacity at the major 

car and light commercial vehicle producers is about 850 000 vehicles per annum. 

 

General business conditions for the domestic automotive industry show that in the second quarter of 2014, new 

car sales of the aggregate industry recorded 112 767 units, indicating a decline of 9.0% compared to the 123 950 

new cars sold during the corresponding quarter of 2013. The aggregate industry new car sales during the second 

quarter of 2014 recorded a decline of 4.4% from the 53 575 units sold during the second quarter of 2013. 
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.!!-3!ȭÓ ÏÕÔÌÏÏË ÆÏÒ ÔÈÅ South African automotive sector reveals a domestic environment characterised by 

relatively low economic growth, rising interest rates and above inflation new vehicle price increases, which is 

not conducive to growth in new vehicle sales. By the end of 2014, the domestic market is expected to register 

a decline of approximately 5% in volume terms, compared to the figures represented in 2013. Various concerns 

are raiÓÅÄ ÔÈÒÏÕÇÈ .!!-3!ȭÓ ÒÅÐÏÒÔȟ ÅØÐÌÁÉÎÉÎÇ ÔÈÅ ÆÁÃÔÏÒÓ ÔÈÁÔ ÁÆÆÅÃÔ ÔÈÉÓ ÁÇÇÒÅÇÁÔÅ ÄÅÃÌÉÎÅ ÏÖÅÒ ÔÈe past 

year. The main impact is likely to be in the new car and light commercial vehicle sectors. Consumer sentiment 

and business confidence are under pressure due to high household indebtedness and a volatile employment 

environment, which continue to impact negatively on consumer demand. There are however positive outlooks 

such as ongoing recovery and fixed investment activity should support sales of commercial vehicles. NAAMSA 

indicates that ÔÈÅ ÍÁÒÇÉÎÁÌ ÉÎÃÒÅÁÓÅ ÉÎ ÔÈÅ 2ÅÓÅÒÖÅ "ÁÎËÓȭ ÌÁÔÅÓÔ ÌÅÁÄÉÎÇ ÉÎÄÉÃator provided an encouraging 

stance.  

 

2.2.5.1. Composition of Automotive Sector in South Africa  
 

Identifying the composition of the South African automotive sector provides an important look at which vehicle 

segments show strong growth in sales versus those which show a decline. Based on information provided by 

NAAMSA, the following table provides a breakdown of the vehicle sales per main vehicle segment in South 

Africa. 

  

Figure 2-3: Vehicle Sales per segment for 2014 and 2013 

 Total Vehicle Sales   

Vehicle Segment 2014 2013 
Volume change 

between 2013-2014 
% Difference 

Passenger 439 160 450 296 -11 136 -2.5% 

LCV 173 704 167 996 5 708 3.4% 

MCV 11 020 11 584 -5 64 -4.9% 

HCV 5 441 5 474 -33 -0.6% 

XHV 13 841 12 820 1 021 8.0% 

BUS 1 253 1 046 207 19.8% 

TOTALS 64 4419 64 9216 -4797 -0.7% 
Source: NAAMSA (2014) 

 

Noticeably both the passenger and medium commercial vehicle (MCV) segment had a decline in sales between 

2013 and 2014 of -2.5% and -4.5% respectably. The domestic passenger vehicle sales faced pressure during 

2014 due to interest rates and car price increases which were above inflation with the additional pressure 

brought on by increasing fuel prices. Heavy commercial vehicles (HCV) also recorded a negative growth of -

0.6% during 2014. Despite this all other segments recorded relatively strong positive growth. Light commercial 

vehicles (LCV) grew 3.4% from 167 996 vehicles sold in 2013 to 173 704 vehicles sold in 2014. Buses recorded the 

strongest growth of 19.8% and extreme heavy commercial vehicles (XHV) grew 8%.  

 

The following table depicts the contribution of the transport manufacturing sector to the economy from a 

provincial (Gauteng), national (South Africa) and local (CoT) perspective. 
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Figure 2-4: Contribution of transport manufacturing to economy (constant 2005 prices)  

2013 
Local 

Economy 
Provincial 
Economy 

National 
Economy 

% of Provincial 
Automotive 

manufacturing 
Sector 

% of National 
Automotive 

Manufacturing 
Sector 

Automotive 
Manufacturing 

Sector 
3.34% 0.87% 0.31% 45% 19.59% 

Source: Urban-Econ Calculations based on Quantec Data (2014) 

 

As indicated in Table 2-4 above, the automotive manufacturing sector contributed 3.34% to the total CoT 

economy in 2013 (constant 2005 prices). Further, the automotive manufacturing sector accounted for 0.87% of 

total economic activity in Gauteng in 2013, while it contributed 0.31% to the national economy. In terms of 

sectoral analysis, the CoT automotive manufacturing sector contributed 45% to the provincial automotive 

sector, and 19.59% to the national automotive manufacturing sector.  

 

2.2.6. The Shift from the Motor Industry Development Plan (MIDP) to the  

Automotive Production Development Policy  (APDP) 
 

The South African automotive industry has been drastically transformed over the past 20 years, mainly as a 

ÒÅÓÕÌÔ ÏÆ ÔÈÅ -)$0ȭÓ ÉÎÃÅÎÔÉÖÅÓȢ 4ÈÅ -)0$ ×ÁÓ ÉÎÔÒÏÄÕÃÅÄ ÉÎ ΧίίΫ ×ÉÔÈ ÔÈÅ ÆÏÌÌÏ×ÉÎÇ ÏÂÊÅÃÔÉÖÅÓȡ 

¶ (ÅÌÐ ÉÍÐÒÏÖÅ ÔÈÅ ÁÕÔÏÍÏÔÉÖÅ ÉÎÄÕÓÔÒÙȭÓ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÃÏÍÐÅÔÉÔÉÖÅÎÅÓÓ 

¶ Provide improved vehicle affordability in the domestic market 

¶ Encourage growth in vehicle and component manufacturing, particularly through exports 

¶ Stabilise employment levels in the industry 

¶ Create a better industry foreign exchange balance 

 

A critical component of the MIDP was the introduction of an import-export complementation scheme. This 

required that firms gain competitive access into the small domestic market as they would need to export either 

directly or indirectly, through their value chain. The programme intended to guide small ineffective industries 

integration into the global automotive environment (Lamprecht, 2009). It was successful in terms of 

broadening the base and increasing the overall output of the domestic motor industry, both in terms of 

automotive components and entirely built up vehicles. 

 

,ÏÏËÉÎÇ ÂÁÃË ÏÎ ÔÈÅ -)$0ȭÓ ÈÉÓÔÏÒÙ ÉÓ ÉÍÐÏÒÔÁÎÔ ÁÓ ÉÔ ×ÉÌÌ ÁÌÌÏ× ÆÏÒ ÁÎ ÕÎÄÅÒÓÔÁÎÄÉÎÇ ÏÆ 3ÏÕÔÈ !ÆÒÉÃÁȭÓ ÒÁÄÉÃÁÌ 

development within the automotive industry. The MIDP was a voluntary incentive scheme designed to save 

money for participants, by reducing import duties through the incentives facilitated by the MIDP. There were 

three ways in which incentives could be utilised to reduce duties: 

¶ Duty Free Allowance (DFA) 

¶ Import Rebate Credit Certificates (IRCCs) 

¶ Production Asset Allowance (PAA) 

 

The MIDP essentially worked by subsidising the production of vehicles and OEM components for both the 

domestic market and for export. The subsidy is in part paid by domestic consumers of vehicles in the form of 

restricted choices and higher prices. Instead of paying lower prices for locally produced vehicles, the prices 

would be increased in order to help subsidise the local automotive production industry (Flatters, 2005). 
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The automotive industry faces challenges in adapting old procedures of the MIDP (Motor Industry 

Development Plan) to meet the new, complex tax, customs liabilities, and incentives introduced by the new 

APDP. It was necessary for the MIDP to change to the APDP as it was required for the South African automotive 

ÉÎÄÕÓÔÒÙ ÔÏ ÁÌÉÇÎ ×ÉÔÈ ÔÈÅ 7ÏÒÌÄ 4ÒÁÄÅ /ÒÇÁÎÉÓÁÔÉÏÎȭÓ ɉ74/Ɋ ÁÇÒÅÅÍÅÎÔ ÏÎ ÓÕÂÓÉÄÉÅÓȢ 4ÈÉÓ ÅÆÆÅÃÔÉÖÅÌÙ ÃÈÁÎÇÅÄ 

ÔÈÅ ÆÏÃÕÓ ÏÆ 3ÏÕÔÈ !ÆÒÉÃÁȭÓ ÍÁÎÕÆÁÃÔÕÒÉÎÇ ÐÒÏÇÒÁÍÍÅ ÆÒÏÍ ÁÎ ÅØÐÏÒÔ-based incentive (MIDP Incentives), which 

is prohibited by the WTO, to a production focused incentive (Lourie, 2013). With the compliance of the WTO 

has been integrated into the development of the APDP, it may possibly adversely affect the success of the MIDP 

in exports. In 2011 the automotive industry contributed approximately ΧΨϻ ÏÆ 3ÏÕÔÈ !ÆÒÉÃÁȭÓ ÔÏÔÁÌ ÅØÐÏÒÔÓȢ 

 

The APDP is a programme set up by national government in order to assist in reaching the goal of the South 

African automotive industry of producing 1.2 million vehicles by 2020. This will aid in creating a better suited 

environment that will enable registered light motor vehicle manufacturers to significantly grow production 

values and component manufacturers to significantly raise value addition, with the main objective of creating 

new sustainable employment opportunities across the automotive value chain and enhancing the trade balance 

of SA. The APDP consists of four strategic pillars that will guide the implementation of the programme: 

(International Trade Administration Commission of SA, 2012) 

 

¶ Import duty:  

Will provide stable and more moderate import tariffs. Import duties on vehicles and components will be frozen 

at the 2012 level of 25% on light vehicles and 20% on components, which will persist through to 2020. A 

preferential agreement will result in vehicles imported from the EU only paying 18% duty. 

 

¶ Vehicle Assembly Allowance (VAA): 

 

Will allow vehicle manufacturers with a plant volume of at least 50,000 units per annum to import a percentage 

of their components duty free. 

 

The VAA looks to provide more incentives for vehicles built for the local market. Initially in the MIDP, OEMs 

earned a smaller percentage on incentives for locally produced vehicles. The APDP, through the VAA, insures a 

greater support for products developed for the local market and should provide more encouragement for 

higher volume vehicle production. This is all in line with the production goal of the APDP. 

 

¶ Production Incentives (PI): 

 

Will be in the form of an allowance for duty-free importation of vehicles or components. The PI support started 

at 55% in 2013, reducing annually by 1% to 50% of value added. Certain vulnerable products will earn up to 80% 

PI in 2013and 2014, which will reduce annually by 5% thereafter to 50% in 2020. 

 

The Production Incentives aim to encourage more local component production. This will significantly lower the 

incentives exporters gained initially under the MIDP. Simultaneously this will have a negative impact on the 

future of exports on particulars with high raw material content, such as aluminium based products and catalytic 

converters.  

 

¶ Automotive Investment Scheme (AIS): 

 

o Assists with investment decisions and cash flow by giving back up to 30% cash back on 

qualifying investments as a taxable cash grant from treasury. 

o Targets OEMs and component suppliers to stimulate with the objective to: 
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Á Stimulate investment and employment creation in the automotive industry of SA 

Á Invest in technologically advanced automotive production. 

Á Increase plant production volumes and strengthen the automotive value chain. 

 

 

The APDP has ushered in a new era of volume-driven production. This programme is essentially focused to 

ensure the sector has a greater impact on the economy and national employment level by increasing the local 

component manufacturing and the sourcing of goods in the domestic market.  

 

2.2.7. Automotive Industry Sales and Production  
The international Organisation of Motor Vehicle Manufacturers (OICA) released figure of the total number of 

vehicle sales and production of each country or major region. The table below represents a comparison of the 

ÔÏÔÁÌ ÖÅÈÉÃÌÅ ɉ,#6ȭÓȟ (#6ȭÓ ÁÎÄ ÈÅÁÖÙ ÂÕÓÓÅÓɊ production in each continent from both 2012 and 2013.  

 

Table 2-2: Total Vehicle Production Comparison between Different Continents 

Continent  2012 2013 
Percentage of 

change 

Europe 19,857,396 19,726,283 -0.7 % 

America 20,086,458 21,136,313 5.2 % 

Asia-Oceania 43,709,131 45,800,878 4.8 % 

Africa 586,396 636,519 8.5 % 

Source: OICA (2014) 

 

From the table above, it is clear to see that Africa has a small percentage of the total global production of 

vehicles. Despite this, if one analyses the growth of the percentage between 2012 and 2013, Africa represents 

the highest growth (8.5%) out of the four continents represented in the table. Europe on the other hand showed 

a decrease of -0.7% growth over the two years whilst America and Asia-Oceania represented substantial growth 

of 5.2% and 4.8% respectfully. The table below narrows down the production volumes of six different African 

countries to identify the growth or lack thereof of various African markets. 

 

Table 2-3: Vehicle Production Volumes of Various African Countries 

Country 2012 2013 
Percentage of 

change 

Egypt 56480 39050 -30.9 % 

Kenya 3080 3080 - 

Morocco 108743 167452 54.0 % 

South Africa 539424 545913 1.2 % 

Tunisia 1860 1860 - 

Zimbabwe 829 829 - 

Source: OICA (2014) 

 

Noticeably, Egypt and Morocco stand out with largely varying growth patterns. Egypt experienced a drop of -

30.9% in production volumes whereas Morocco recorded a significant growth over the year of 54.0%. South 

Africa, despite having the highest production volumes represented in the table, only experienced a growth of 
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1.2% over the two year period. The remaining countries had not recorded any substantial growth according to 

OICA (2014) information. 

 

The following table represents the total new vehicle sales (all types) from 2009 to 2013 of Europe, America, 

Asia-Oceania, and Africa. 

 

Table 2-4: New Vehicle Sales Comparison from 2009-2013 of Various Continents 

Continent 2009 2010 2011 2012 2013 CAGR 

Europe 18,644,163 18,808,302 19,739,761 18,665,874 18,282,465 -0,39% 
 

America 17,513,816 19,683,125 21,540,545 23,673,029 25,003,803 7,38% 

Asia-Oceania 28,225,489 35,128,757 35,337,911 38,228,305 40,454,477 7,46% 

Africa 1,181,065 1,273,898 1,472,738 1,599,493 1,653,058 6,96% 

Source: OICA (2014) 

 

From the table above, Europe represented a compound average growth rate (CAGR) or -0.39% over the five 

years represented. Both America and Asia-Oceania depicted similar results in regard to growth rates although 

Asia-Oceania total vehicle sales are approximately 40% more than that of America and over 50% more than 

that of Europe. Africa despite having only around 4% of the total vehicle sales to that of Asia-Oceania still 

showed a CAGR of 6.96%, which is closely competitive to that of both America and Asia-Oceania CAGR.  

 

The Gauteng Province is considered the economic engine of South Africa and generates approximately one 

ÔÈÉÒÄ ÏÆ ÔÈÅ ÃÏÕÎÔÒÙȭÓ '$0 ÁÎÄ ÁÃÃÏÕÎÔÅÄ ÆÏÒ roughly 29% of the total exports by OEMs in the automotive 

industry in 2012 (AIEC,2012). Vehicle sales in South Africa have gradually increased since the 2009 economic 

recession as depicted in Figure 2-2 below. From the total sales In South Africa, Gauteng equates to about 37% 

of the total vehicles sold.  

 

 

Figure 2-5: Total Vehicle Sales in South Africa and Gauteng  

 
Source: Urban-Econ Calculations based on Quantec Data (2014) 
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