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Glossary and Definitions 

 

• Black Economic EmpowermentBlack Economic EmpowermentBlack Economic EmpowermentBlack Economic Empowerment    (BEE)(BEE)(BEE)(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 of black people that manage, own and control the country’s economy, as 

well as significant decreases in income in-equalities. 

• BroadBroadBroadBroad----Based Based Based Based Black Economic EmpowermentBlack Economic EmpowermentBlack Economic EmpowermentBlack Economic Empowerment    (BBBEE)(BBBEE)(BBBEE)(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: 

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

enterprises and productive assets. 

� Facilitating ownership and management of enterprises and productive assets 

by communities, workers, co-operatives, and other collective enterprises. 

� Human resource and skills development. 

� Achieving equitable representation in all occupational categories and levels in 

the workforce. 

� Preferential procurement. 

� Investment in enterprises that are owned or managed by black people. 

• Comparative AdvantageComparative AdvantageComparative AdvantageComparative Advantage 

o When a region can produce a good for a lower relative cost than another region. 

• Consumer Goods and ServicesConsumer Goods and ServicesConsumer Goods and ServicesConsumer 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 AssessmentEconomic Impact AssessmentEconomic Impact AssessmentEconomic Impact Assessment 

o “Economic 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 located.”  

(Plumstead, 2012). 

• Economic ModelEconomic ModelEconomic ModelEconomic Model 

o A simplified representation of how the economy works. 

• Goods and ServicesGoods and ServicesGoods and ServicesGoods and Services 

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

industrial markets. 

• Gross Domestic ProductGross Domestic ProductGross Domestic ProductGross 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 ParticipLabour Force ParticipLabour Force ParticipLabour Force Participation Rateation Rateation Rateation Rate 

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

employed and the unemployed). 
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• Official Definition of UnemploymentOfficial Definition of UnemploymentOfficial Definition of UnemploymentOfficial 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. 

• ProductionProductionProductionProduction 

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. 

• SocSocSocSocial Accounting Matrixial Accounting Matrixial Accounting Matrixial 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 Standard Industrial Standard Industrial Standard Industrial ClassificationClassificationClassificationClassification    

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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List of Abbreviations 

 

ACMA    Automotive Component Manufacturing and Assembly 

AIDC    Automotive Industry Development Centre (Pty) Ltd 

ASGI-SA                                            Accelerated and Shared Growth Initiative of South Africa  

ASP    Automotive Supplier Park 

AIS    Automotive Investment Scheme 

AMH    Associate Motor Holdings 

APDP    Automotive Production and Development Programme 

ASP    Automotive Supplier Park 

BBBEE    Broad-Based Black Economic Empowerment 

BDD    Business Development Department 

BEE    Black Economic Empowerment 

BRICS    Brazil, Russia, India, China, and South 

CAGR    Compounded Average Growth Rate 

CAPEX    Capital Expenditure 

CEO    Chief Executive Officer 

CoT    City of Tshwane 

DAC    Development Assistance Committee 

DED                                                  Department of Economic Development 

DTI    Department of Trade and Industry 

EDD                                                   Enterprise Development Department 

EIPs    Efficiency Improvement Programmes 

EMS                                                  Emergency Medical Services 

EU    European Union 

FESTO                                               Franca Esperanto-Semajno Terure Organizita 

FMCSA    Ford Motor Company of South Africa
1
  

FTAs
2
    Free Trade Agreements 

                                                           

 

 

1
  Also referred to as the BBBEE Incubator, or IC at FMCSA, or Supplier IC, or simply IC. 
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FY    Financial Year 

(GA)LC    (Gauteng Automotive) Learning Centre 

GDED    Gauteng Department of Economic Development 

GDP    Gross Domestic Product 

GEGDS    Gauteng Employment, Growth and Development Strategy 

GGDA    Gauteng Growth and Development Agency 

GIPF    Gauteng Industrial Policy Framework 

GISD    Government Incentive Schemes Department 

GPG    Gauteng Provincial Government 

GVA    Gross Value Added 

HCVs    Heavy Commercial Vehicles 

HH    Household 

IC    Incubation Centre 

ICT                                                    Information and Communication Technology 

IPAP    Industrial Policy Action Plan 

IPD    Incubation Programmes Department 

JIT                                                     Just-In-Time  

L2/L3    Level 2/Level 3 

LCVs    Light Commercial Vehicles 

LQ                                                     Location Quotient  

LPG    Liquid Petroleum Gas 

merSETA Manufacturing, Engineering, and Related Services Sector Education 

and Training Authority 

MIDP    Motor Industry Development Programme 

MTEF    Medium Term Expenditure Framework 

MTSF                                                Medium Term Strategic Framework 

NAACAM National Association of Automotive and Allied Manufacturers (of 

South Africa) 

                                                                                                                                                                                     

 

 

2
 Agreements that reduce trade barriers and create more stable and transparent trading and investment 

environments between countries, as per the USA International Trade Administration definition.  
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NAAMSA   National Association of Automobile Manufacturers of South Africa 

NDP    National Development Plan 

NIPF                                                  National Industrial Policy Framework 

NQF    National Qualifications Framework 

NSA    Nissan South Africa 

OECD    Organisation for Economic Co-operation and Development 

OEM    Original Equipment Manufacturer 

OICA
3
    International Organization of Motor Vehicle Manufacturers 

OPEX    Operating Expenditure 

PI    Production Incentives
4
 

PSF    Production Simulator Facility 

PSG    Product Specialist Group 

QEMS    Quality and Environmental Management Systems 

Rm    Rand Million 

RPI/RIP    Rapid Process Improvement/Rapid Improvement Process 

SA    South Africa 

SAM     Social Accounting Matrix 

SACU    South African Customs Union 

SADC                                                Southern African Development Community 

SCD    Supply Chain Development 

SD&T    Skills Development and Training 

SEDD    Supplier and Enterprise Development Department 

SIC    Standard Industrial Classification 

SHEQ    Safety, Health, Environment, and Quality 

SMME    Small, Medium and Micro Enterprises 

SPD    Special Programmes Department 

TAC    Tshwane Automotive City 

                                                           

 

 

3
 Organisation Internationale des Constructeurs d'Automobiles (French). 

4
 As applicable to and in context of this document. 
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ToR Terms of Reference 

TMR Gauteng Provincial Government’s Transformation, Modernization, 

and Re-industrialisation Policy 

TP    Talent Pipeline 

TPM    Total Productive Maintenance 

UK    United Kingdom 

UNISA    University of South Africa 

VAA    Vehicle Assembly Allowance 

WEH    Winterveld Enterprise Hub - Automotive 
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Executive SummaryExecutive SummaryExecutive SummaryExecutive Summary    

Project OrientationProject OrientationProject OrientationProject Orientation    

UrbanUrbanUrbanUrban----Econ Development EconomistsEcon Development EconomistsEcon Development EconomistsEcon Development Economists has been commissioned by the Automotive Industry Automotive Industry Automotive Industry Automotive Industry 

Development Centre Development Centre Development Centre Development Centre (AIDC) to evaluate its performance and impact on the local economy for 

2015/16, to be done through an Economic Impact Assessment (EIA), which will determine the effect 

of its activities and interventions. 

The main purpose of the study is to assess the AIDC’s performance and achievements to evaluate its 

impact on the automotive industry, as well as on the City of Tshwane (CoT), Gauteng, and South Africa 

(SA). The main objectives of the study are to analyse the socio-economic landscape; determine the 

economic impact of the AIDC; and assess its performance from a quantitative, as well as a qualitative 

perspective. 

Policies such as the National Development Plan, Industrial Policy Action Plan, and the Gauteng 

Transformation, Modernisation, and Re-industrialisation Policy support the automotive industry 

development. Much of the AIDC’s goals align with the policies’ objectives, particularly through 

increased employment, diversified automotive manufacturing, increased international 

competitiveness, and the inclusion of previously disadvantaged groups in the industry.  

 

AIDC Development ContextAIDC Development ContextAIDC Development ContextAIDC Development Context    

The AIDC seeks to support the growth of the automotive sector in Gauteng, and South Africa, through 

a variety of developmental projects aimed at enhancing the capability of the automotive sector. The 

AIDC’s mission is to develop the automotive manufacturing sector to globally competitive standards 

of excellence through a world-class value proposition that enables effective and sustainable socio-

economic growth. The general goals of the AIDC are: 

Table A: AIDC Objectives 

� Clustering of industrial types of activities. 

� Increasing the contribution of SMMEs in the automotive industry. 

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

� Contributing to the development of skills, technology, and infrastructure platforms that benefit enterprises. 

� Enhancing competitiveness of automotive suppliers. 

� Creating partnerships between government and the private sector in support of economic growth. 

� Green economy. 

� Industrial developmental innovation, including infrastructure. 

� Local production and local content support. 

� Economic development in local communities. 

� Creation of divergent income streams. 

� Commercially driven business plans. 

 

A brief description of the projects funded by the AIDC is given: 

• The Automotive Supplier Park (ASP) is an automotive manufacturing cluster that develops 

factories to tenant specifications for leasing. This includes the mini factories project.  

• The AIDC’s BBBEE Automotive Incubation Centre (IC) at Ford Motor Company South Africa 

(FMCSA) provides training and business support to BEE SMME start-ups in the automotive 

industry.  The project assists them to overcome the high barriers to entry in the automotive 

industry, and become successful participants and contributors/suppliers to the industry.  
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• The Winterveld Enterprise Hub (WEH) provides auto body repair training facilities and 

workshop space, enrolling local SMMEs in auto body repair training, as well as providing 

SMMEs with access to higher value repair work, to support the growth and capabilities of 

township businesses. Training is a combination of practical learning in spray painting and 

body repair, as well as business mentoring.  

• The (Gauteng Automotive) Learning Centre ((GA)LC) is a partnership between Nissan South 

Africa (Pty) Ltd and the Gauteng Provincial Government (GPG), and provides skills 

development and training specific to automotive production. 

• The SIEMENS project trains and qualifies students as engineers, technicians, and artisans, per 

SIEMENS’s company needs and growth strategy. The programme will mainly target potential 

SIEMENS and ESKOM employees, with the intent to address skills shortages and provide 

training and job creation opportunities. (This is a non-automotive project supporting the 

energy sector. The project has been running the past 8 years and is linked to new ESKOM 

power plants.) 

• The simulator project utilises the Production Simulator Facility (PSF) at Ford to provide 

training in vehicle assembly, where beneficiaries are non-Ford staff, including engineering and 

technical students, as well as other Original Equipment Manufacturer (OEM) employees. 

Training will increase one’s familiarity with vehicle assembly, which will allow OEMs and 

component manufacturers to increase their competitiveness as production is not interrupted 

by training.  

• The Mentorship project provides beneficiaries with learning programmes in spray painting, 

body repair, and mechanical repairs, as well as a business management training programme 

offered in partnership with the University of South Africa (UNISA).  

• The Automotive Component Manufacturing and Assembly Learnership (ACMA) project 

provides automotive industry technical skills training. It is targeted at unemployed youth, 

preferably from township areas near the CoT. The purpose is to increase skill levels and 

employability of the youth; and through a partnership with private industry, to provide 

employment opportunities.  

• The Tshwane Automotive City (TAC) is a partnership between the CoT, the GPG, and the AIDC, 

to develop the Rosslyn area into a vehicle and component manufacturing hub and living city.  

• The Efficiency Improvement Programmes (EIPs) are a series of purposely developed projects 

that provide training for efficiency improvements in production and quality assurance. Aiming 

to assist SMMEs, township enterprises, and cooperatives participating in the automotive 

sector. The EIPs include: 

o Total Productive Maintenance (TPM), which is focused on improving production efficiency 

through improving the efficiency of the entire company. 

o Rapid Process Improvement (RPI) programmes. RPI workshops are aimed at teaching 

problem-solving methodologies and continuous improvement within the business context.  

o Cleaner Production, a programme designed to assist businesses in implementing practices 

that lower energy usage within facilities. 

o Lean Manufacturing Programme. This programme aims at helping businesses gain a 

competitive edge through lean manufacturing, such as improving workplace layout. 
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Automotive Industry Automotive Industry Automotive Industry Automotive Industry OverviewOverviewOverviewOverview    

Global automotive vehicle production has been generally increasing over the study period, amounting 

to 90.8 million cars in 2015, with a dip in 2009 due to the global financial crisis. The largest producing 

countries in the international industry are China and the USA, followed by Germany; however, China 

has remained the major vehicle manufacturer, producing over 3 million more cars than the whole of 

Europe. A forecast of global vehicle production shows that the trend will most likely increase gradually 

in the next five years. South Africa’s performance, in terms of other emerging markets (i.e. Brazil, 

Russia, India, China, and South Africa (BRICS)), while not as considerable, is the third largest 

progressing manufacturer in the group; making it an evident global participant. 

In terms of the national industry, production levels have been expanding since the recession in 2009; 

during 2015 approximately 615 658 cars were manufactured, and future production and sales are 

anticipated to remain at the same general level over the next five years. 

Figure A: Provincial Automotive GVA Share, 2015/16 

Source: Quantec Easy Data (2016). 

The auto sector has contributed immensely to national and provincial exports, Gross Domestic 

Product (GDP), and employment. Undoubtedly, Gauteng, the automotive centre of the country, 

contributes the highest value to the national industry (representing 50.8% of the total auto Gross 

Value Added (GVA)). This is shown in the next figure. Of the eight multinational OEMs operating 

within the country, Gauteng houses three – BMW, Nissan/Renault South Africa, and Ford Motor 

Company South Africa – as well as other various component companies. This contributes to the 

provinces strengths in the sector.  

In addition to the direct effects of the automotive industry, it creates indirect effects through the 

industries which it supplies, and from which it receives supplies. The strongest backwards linkages are 

the basic metal products and electronic products industries; the strongest forward linkages are the 

transport industry and direct consumer expenditure. 
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SocioSocioSocioSocio----Economic Baseline ProfileEconomic Baseline ProfileEconomic Baseline ProfileEconomic Baseline Profile    

The key findings of the baseline profile, in terms of demographicsdemographicsdemographicsdemographics,,,, shows that: 

• The populace has been expanding over the period at all study levels, each growing at a 

Compounded Average Growth Rate (CAGR) over 1.5%.  

• The national and local (CoT) areas have a heavier concentration of people in the lower age 

ranges, indicating that a large proportion of the population are young to middle-age persons. 

 

The status quo for income and consumption income and consumption income and consumption income and consumption information    shows that: 

• In 2015, South Africa’s income totalled to R2 468 billion, Gauteng generated R513 billion, and 

the CoT made roughly R240 billion, where the provincial and local area income levels have 

been expanding at a much faster rate. 

• Much of the population, for all study areas, earned wages between R801-R25 600 per month; 

however, a large share of this group earned on the lower income scale. 

• Gini coefficients for the study areas show that, nationally, the country is more skewed to 

unequal income distribution (closer to 1), with a coefficient of 0.6. The same can be seen with 

the lower study levels. 

• The national, provincial, and local income and expenditure levels have similar growth 

structures. The national population spent around R2 471 billion in 2015, which increased at 

similar frequency as the national income level. 

• Most consumers (at all study levels) purchase, in descending order: services (e.g. rent), non-

durable goods (e.g. food), semi-durable goods (e.g. motor car tyres and accessories), then 

durable goods (e.g. personal transport equipment). 

    

Labour and economic Labour and economic Labour and economic Labour and economic baseline information    shows: 

• Roughly 26.0% of the national labour force is unemployed, for Gauteng and the CoT, 24.3% 

and 20.3% have no jobs respectively.  

• The most significant employment sectors for all study areas are Trade, Social, and Finance. 

• South Africa’s total GDP amounted to roughly R2 776 billion in 2015, while Gauteng’s GDP is 

valued at R964 billion. For the CoT, approximately R249 billion has been made in final goods 

and services. 

• Finance (21.9%), Government (16.7%) and Trade (15.1%) are the largest sectors in South 

Africa in 2015. For Gauteng, the same sectors contribute the most to GVA, except for Trade, 

and the third largest industry is represented by Manufacturing. The Government industry 

contributes the most to the CoT’s economy at 28.2% of the total GVA. 

• While it is not the most specialised sector, transport equipment (under the manufacturing 

sector) production activities in Gauteng and the CoT are highly competitive when looking at 

location quotients. 
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Economic Economic Economic Economic and Qualitative and Qualitative and Qualitative and Qualitative Impact AnalysisImpact AnalysisImpact AnalysisImpact Analysis    

The value of production is equal to the total value of goods and services sold. The impact assessment 

measures the expected changes in production as a result of the programmes' activities. The projects' 

impact on production is given next, and it must be noted that the impact on other macro-economic 

factors follows a similar trend. 

Table B: Project Production Impact Results, Rm, 2015/16 

Project Direct Indirect Induced Total 

IC at FMCSA 4.46 4.38 3.21 12.05 

SIEMENS Project 2.13 1.12 1.24 4.49 

ASP 178.91 196.58 137.29 512.78 

Mini Factories 0.18 0.32 0.13 0.64 

(GA)LC 5.37 5.52 3.85 14.74 

IC at NSA 0.20 0.29 0.13 0.62 

ACMA 1.69 1.70 1.19 4.58 

TAC 2.84 2.76 2.07 7.68 

EIPs 5.35 4.17 3.53 13.05 

WEH 5.26 4.44 3.92 13.62 

Total 206.39 221.28 156.57 584.24 

Source: Urban-Econ Calculation (2016). 

The total direct impact on production of the AIDC’s programmes was R206 million, which led to an 

indirect impact of R221 million, and an induced impact of R156 million. This shows that in total, there 

was a higher multiplier effect for indirect impacts than for induced impacts. The total impact of R584 

million shows a high multiplier effect on the AIDC’s expenditure. 

Due to its high expenditure, the ASP naturally had the highest impact on production, with a total 

impact of R512 million. Of the other programmes, the highest impact came from the (GA)LC, with a 

total impact of R14 million, and the lowest came from the Nissan Incubator
5
, with R640 000 total 

impact on production. It is worth noting that although it had only the fourth highest expenditure, the 

WEH had the third largest total impact, with higher induced and indirect impacts than the EIPs. 

The multipliers for the projects are shown in the table below. Note that this can only be done for the 

projects which had expenditure in the last financial year. 

Table C: Total Project Multipliers on Indicators, 2015/16  

Project Production GDP Employment Income Taxes 

IC at FMCSA 2.70 1.15 6.14 0.51 0.14 

Siemens Project 2.11 0.94 3.16 0.41 0.10 

ASP 2.87 1.18 4.99 0.57 0.15 

                                                           

 

 

5
 Impacting for the Nissan IC was done on the construction work, as the IC has not yet begun operation. 
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Project Production GDP Employment Income Taxes 

Mini Factories 3.50 1.14 6.76 0.58 0.19 

(GA)LC 2.74 1.15 6.07 0.51 0.14 

Nissan Incubator 3.06 1.01 5.40 0.46 0.16 

ACMA 2.71 1.13 7.16 0.50 0.14 

TAC 2.70 1.15 7.14 0.53 0.14 

EIPs 2.44 1.05 4.30 0.47 0.12 

   TPM 2.59 1.10 4.14 0.49 0.13 

   Clean Production 2.11 0.94 3.15 0.41 0.10 

   ISO (Green 

Standards) 

2.55 1.10 6.01 0.50 0.13 

   Rapid Process 

Improvement 

2.46 1.06 4.16 0.47 0.12 

WEH 2.59 1.17 5.73 0.52 0.10 

Source: Urban-Econ Calculations (2016). 

As the table shows, over the last financial year, most projects had a production multiplier of between 

2.50 and 3.00, with only a few projects higher or lower than that. This means that for every R1 

invested, total production was increased by between R2.50 and R3.00. The multiplier on GDP was 

generally a little above 1.00, while the employment multiplier varied more and fell anywhere between 

3.00 and 7.20. The multipliers for income and taxes were considerably smaller, not exceeding 0.60 

and 0.20 respectively. 

The table below shows the breakdown of the total impact, as well as the production multipliers, for 

2015/16. 

Table D: AIDC Impacts Breakdown, 2015/16, Rm and Number 

 Direct Indirect Induced Total 

Production 206.39 221.28 156.57 584.24 

GDP 92.25 86.65 63.62 242.51 

Employment 135 595 451 1046 

Income 44.97 43.92 27.62 116.51 

Taxes 5.47 14.05 9.94 29.46 

Production Multipliers 1.00 1.07 0.76 2.83 

Source: Urban-Econ Calculations. 

The table shows the breakdown of the total impact by direct, indirect, and induced impact. For 

production, employment, and taxes, the indirect impacts were all higher than the direct, suggesting a 

high multiplier in effect. For both employment and taxes, the induced impact was also higher, which 

means that the AIDC’s activities have a very widespread effect on these factors. 

In terms of GDP and income, the direct impact was the highest, showing a smaller multiplier effect in 

these factors. This is likely due to the segment of the economy that the AIDC supports, which 

produces many intermediate goods. However, the non-direct impacts are still significant, albeit less so 

than the direct impacts. 

From a qualitative perspective, some of the successes and challenges experienced by AIDC 

stakeholders are: 
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• Lack of FundingLack of FundingLack of FundingLack of Funding    

Several projects have faced funding challenges, which have restricted the efficacy of their 

operations and led to delays in training.  

• Scheduling ConflictsScheduling ConflictsScheduling ConflictsScheduling Conflicts    

Scheduling issues have been experienced in a number of the skill training programmes, both 

in terms of scheduling with students, and in scheduling the training spaces.  

• Construction and Delivery DelaysConstruction and Delivery DelaysConstruction and Delivery DelaysConstruction and Delivery Delays    

The Mini Factories, the ACMA Learnership
6
, the (GA)LC, and the Incubator at Nissan South 

Africa (NSA) have been delayed in getting off the ground. In the case of the Mini Factories and 

the (GA)LC, these delays came about due to slow construction and training equipment not 

being delivered. The Incubator at NSA was delayed by postponements in the start-up of new 

production lines for which it was geared. This is also the case for the ACMA, as students were 

originally earmarked to work on the new Nissan production line. 

• Attitudes and ExpectationsAttitudes and ExpectationsAttitudes and ExpectationsAttitudes and Expectations    

Some of the programmes faced additional challenges in the forms of negative attitudes from 

the community, and incorrect expectations of what the programme would deliver. Some 

community areas were unhappy with the work of the WEH, feeling that this programme 

focuses on too small a group of people, and that funds should rather be used for a greater 

portion of the population.  

• Timing ChallengesTiming ChallengesTiming ChallengesTiming Challenges    

The final major challenge experienced by the programmes is one of timing, with graduation 

not always lining up with available work opportunities. With the skills development 

programmes, this sometimes causes students to leave the programmes early, as they find 

jobs available, and thus do not complete the programme.  

• SuccessesSuccessesSuccessesSuccesses    

With the exception of the Ford Simulator and the Nissan Simulator and Incubator 

programmes, all the programmes were successful in achieving their goals. Although the Skills 

Development and Training (SD&T) programmes do not have specific targets for training, they 

were able to train a large number of people. The Ford Simulator could not proceed due to 

Ford utilising the facility, and the Nissan Incubator is still awaiting the internal process at 

Nissan before it can begin. 

    

ConclusionConclusionConclusionConclusion    

In analysing the overall performance, this report will follow the Criteria for Evaluating Development 

Assistance, as laid out by the Organisation for Economic Co-operation and Development’s (OECD) 

Development Assistance Committee (DAC). This framework examines the impact of a project or 

programme in the light of certain criteria, which are as follows: 

                                                           

 

 

6
 The ACMA is part of the operations of the (GA)LC, and not an incubator project; however, it was linked to the 

new NSA production line, and was thus affected by it. 
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Table E: AIDC Performance Appraisal, 2015/16 

Criteria Appraisal 

Relevance – whether or not the 

activities undertaken during a 

project contribute to the aims 

of the project, or the goals of 

the organisation. 

Evidently, the projects and programmes of the AIDC support the overall 

goals of the organisation. Some of which include: increased SMME 

contribution to the automotive sector, skills and knowledge 

development, local production and content support, as well as industrial 

development innovation. Furthermore, the organisations activities and 

interventions align with, and accomplish national and provincial 

agendas.   

Effectiveness and efficiency – 

the extent to which an 

organisation achieved its 

stated goals, or made progress 

towards achieving them, and 

whether the resources utilised 

in the organisation’s activities 

were used in the least wasteful 

manner. 

According to the project close-out reports, the majority of projects 

achieved the set goals and deliverables. In terms of efficiency, most 

information, such as the stakeholder consultations, indicates that the 

departments, as well as projects, endeavour to utilise all resources as 

efficiently as possible. For example, from a human resource perspective, 

many department managers and staff were responsible and involved in 

various projects. 

Impact – the positive and 

negative changes created 

through the activities pursued 

by an organisation. 

� Graduation of two incubatees (from the IC at Ford). 

� Training of 2 380 people increased by 248.0% from 684. 

� Expenditure Employment Creation: 1 046 people increased by 

17.5% from 890 people. 

� Expenditure Production Creation: Rm 584 increased by 39.4% from 

Rm 419. 

� Expenditure Income Creation: Rm 117 increased by 62.5% from Rm 

72. 

� Expenditure GDP Creation: Rm 243 increased by 54.8% from Rm 

157. 

 

The allocated budget for the AIDC increased by 48.5%, from R138 million to R206 million. In terms of 

the impacts, it can be seen that most of the factors (change in training, income, and GDP levels) have 

improved much more than increase in the budget. The table below shows the comparative results for 

the period from 2013/14 to 2015/16. 

Table F: Comparative Impacts of the AIDC, 2013/14 - 2015/16, Rm and Number 

Indicator Total Impact 

2013/2014 

Total Impact 

2014/2015 

Total Impact 

2015/2016 

CAGR 

Production Rm 254.87 Rm 418.95 Rm 584.24 51.4% 

GDP Rm 90.98 Rm 157.22 Rm 242.51 63.3% 

Employment 634 890 1 046 28.4% 

Income Rm 38.62 Rm 71.69 Rm 116.51 73.7% 
Source: Urban-Econ Calculations (2016). 

Since 2013/14, the impacts on production, GDP, and income have increased by a CAGR of over 51.4% 

each. Thus, it can be stated that the AIDC has improved in terms of performance, as it has achieved 

the majority of set goals and has greater impacts on social as well as economic aspects of the country.     

Given all the above, the AIDC is an established asset in the automotive industry in Tshwane and in the 

country, adding to the local automotive sector through support programmes and industry 

development initiatives. Its contribution has led to growth and development, leading to greater 
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investment in the automotive and related sectors, making it a vital role-player in further advancement 

of the industry. 
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1. Project Orientation  

UrbanUrbanUrbanUrban----Econ Development EconomistsEcon Development EconomistsEcon Development EconomistsEcon Development Economists has been commissioned by the Automotive Industry Automotive Industry Automotive Industry Automotive Industry 

Development Centre Development Centre Development Centre Development Centre (herein referred to as the ‘AIDC’)    to evaluate its performance and impact on the 

local economy during the 2015/16 financial year (FY). This is to be done through an Economic Impact 

Assessment (EIA), which will determine the effect of the AIDC’s activities and interventions.  

1.1.  Purpose and Scope 

The main purpose of this study is to determine the AIDC’s performance and achievements in order to 

evaluate its impact on the automotive industry as well as on the City of Tshwane (CoT), Gauteng, and 

South Africa (SA) (herein referred to as the ‘study areas’). This is to gain an overall understanding of 

its contribution to the advancement of the country, to be used as a value proposition that will attract 

investment. The main objectives and outcomes of this study are thus to: 

Table 1: Study Objectives 

Objective Description 

Analyse the socio-

economic environment 

of the study areas. 

This will include assessing: 

o The international and local auto sector. 

o Regional socio-economic indicators. 

o The AIDC projects’ nature and content. 

o The role of the auto sector in Gauteng’s economy. 

o The rental and levies standards of the Northern Corridor to compare 

to the Automotive Supplier Park (ASP). 

Determine the economic 

impact of the AIDC 

through economic 

modelling. 

The modelling will encompass: 

o Quantifying the AIDC’s economic effects on the auto sector and the 

economy. 

o Assessing its achievement of mandates, in terms of government 

policy. 

o A comparison of recent impacts to determine trends. 

Assess the AIDC’s 

performance from a 

qualitative perspective. 

The qualitative assessment will look at the relevant policies that the AIDC 

follows, and relate them to the performance of the AIDC in terms of non-

quantitative factors such as contribution to social development. 

 

The assessment will encompass a brief policy review, an automotive industry overview, and a socio-

economic situational analysis of the study area; all of which will set the scene for assessing the 

contribution of the AIDC to the growth and development of the South African economy. 

1.2.  Methodological Approach 

A structured approach will be used in carrying out the study objectives. Overall the methodology will 

take the approach outlined in the next figure. 
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Figure 1: Study Methodological Approach 

 

 

1.3.  Report Outline and Main Sources of Information 

The report itself will be structured according to the approach steps, but in more specific detail, as 

follows: 

• Section 1:Section 1:Section 1:Section 1:    Project OrientationProject OrientationProject OrientationProject Orientation – The essential preliminary information concerning the project 

will be outlined to provide the reader with comprehensive details of the project. This will 

include the objectives, methodology, and report outline.  

• Section 2:Section 2:Section 2:Section 2:    Policy ReviewPolicy ReviewPolicy ReviewPolicy Review – Relevant policies, as identified by the AIDC, will be reviewed and 

aligned to the different projects of all departments. 

• Section 3:Section 3:Section 3:Section 3:    AIDC Development ContextAIDC Development ContextAIDC Development ContextAIDC Development Context – The AIDC’s development will be reviewed, with a 

deeper look into the departments and their respective projects.  

• Section 4:Section 4:Section 4:Section 4:    Automotive Industry OverviewAutomotive Industry OverviewAutomotive Industry OverviewAutomotive Industry Overview – An overview of the international and national auto 

sector will be conducted, where current industry factors such as production, sales, and 

exports will be discussed. 

• Section 5: SocioSection 5: SocioSection 5: SocioSection 5: Socio----economic Baseline Profileeconomic Baseline Profileeconomic Baseline Profileeconomic Baseline Profile – A situational analysis of the social and economic 

environment of the study areas will be provided.  

Step 1: Project Orientation 

• The orientation process looks to provide a detailed understading of the project and will 
include the study purpose and scope, the approach, as well as aquiring project specific 
data.  

Step 2: AIDC Development Context 

• The AIDC's background will be given, with a focus on the different departments and their 
various projects. In providing context to the AIDC's activities, the significant policies that 
it supports will be briefly reviewed, to determine the projects' alignment with national 
and provincial agendas. 

Step 3: Socio-economic Baseline 

• In order to analyse the effect of the AIDC's impact on the local, provincial, and national 
economy, it is important to assess the social and economic dynamics of the study areas, 
so as to understand the factors that will be/have been affected by the AIDC's activities 
and interventions. This step will look at macro-economic information such as 
demographics, labour and income.  

Step 4: Socio-economic Impact Assessment 

• The economic impacting of the AIDC's projects and activities will be conducted through 
a Social Accounting Matrix (SAM), which will quantify the impacts on various economic 
indicators. The social impact assessment will provide a more qualitative perspective of 
the AIDC's effect on social aspects such as human capital development.     

Step 5: Impact Evaluation 

• Following the impact assessment, the results will be analysed against the baseline 
profile, to put the results in context with the current landscape of the country.   

Step 6: Conclusion 

• The overall synopsis and findings will be given in the final step, with a brief performance 
apraisal of the AIDC. 
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• SSSSection 6ection 6ection 6ection 6::::    Economic Impact AnalysisEconomic Impact AnalysisEconomic Impact AnalysisEconomic Impact Analysis – The main goal of the project will be accomplished in 

this section; the AIDC’s projects and activities will be assessed in economic impact terms 

where the effect of their interventions is determined on aspects such as production, 

employment and income.  

• Section 7:Section 7:Section 7:Section 7:    Qualitative Impact AnalysisQualitative Impact AnalysisQualitative Impact AnalysisQualitative Impact Analysis – In support of the core objective, the project will assess 

the impact of the AIDC from a qualitative perspective, looking at information provided by 

stakeholders and of the achievements of the policies’ agenda. 

• Section 8:Section 8:Section 8:Section 8:    ConclusionConclusionConclusionConclusion – The overall performance of the projects, and thus of the AIDC will be 

concluded in this chapter.   

 

The main sources of information for the study are: 

• The AIDC. 

• Quantec Easy Data. 

• The International Organization of Motor Vehicle Manufacturers (OICA). 

• National and provincial policies. 
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2. Policy Review 

The importance of the automotive industry is evident in the national and local policy environment, 

where the South African Government, as well as the Provincial Government of Gauteng, have specific 

action plans and policies that the AIDC’s operations and projects must support.  The most important 

policies include: at a national level, the National Development Plan (NDP) and the Industrial Policy 

Action Plan (IPAP); and at a provincial level, the Gauteng Provincial Government’s Transformation, 

Modernisation, and Re-industrialisation (TMR) policy. 

2.1.  National Development Plan (NDP) 

The NDP is a far-reaching, long-term plan for the development of South Africa, and the majority of 

shorter-term policies are created with the goal of supporting it. The NDP was established to show the 

over-arching path that must be followed in order for South Africa to become a developed nation, by 

outlining the key focus areas that must be addressed in short-term plans. The NDP focuses on the 

elimination of poverty and inequality, through the strengthening and transformation of the economy, 

among other strategies.   

While the plan has many goals, those of most relevance to the AIDC include:  

• Reducing the number of people living in poverty. 

• Decreasing the inequality between rich and poor. 

• Creating more employment opportunities. 

• Increasing per capita income. 

• Establishing an infrastructure base. 

• Increasing inclusion of marginalised persons into the economy (National Planning 

Commission, 2013).  

 

2.2.  Industrial Policy Action Plan (IPAP) 

The IPAP is a series of short term policies established by the Department of Trade and Industry (DTI) 

to support the NDP, and is the successor of the National Industrial Policy Framework (NIPF). Currently, 

the IPAP is in its sixth iteration, which was implemented in 2014/2015, and is valid until 2016/2017. 

The objectives of the IPAP are taken from those of the NIPF, and focus on the manufacturing sector 

specifically. Its goal is to support the manufacturing sector through various tax incentives, promote 

global production standards to drive competitiveness, and review previous policies to align them with 

the global economic situation. 

The AIDC must ensure that all its projects focus on infrastructure development and upliftment of the 

poor and the disadvantaged. Programmes that support black-owned businesses and entrepreneurs are 

critical to achieving this aim, and the outcomes of such programmes should be measured against the 

NDP in order to determine their value to development in South Africa. 

The following AIDC projects’ goals and objectives support this policy: 

� BBBEE Supplier Incubation Centre. 

� Winterveld Enterprise Hub. 

� Mentorship Programme for Auto Body Repairers and Auto Mechanics. 

� City of Tshwane Automotive Component Manufacturing and Assembly Learnership. 
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The general goals of the IPAP include:  

• Diversification of manufacturing into more internationally competitive goods, and lessening 

reliance on traditional commodities. 

• Intensification of industrialisation, particularly for labour-intensive goods and services. 

• Inclusion of previously disadvantaged groups into the industrial economy. 

• Supporting industrial development in the rest of Africa. 

 

2.3. Gauteng Provincial Government Transformation, Modernisation, and Re-

industrialisation (TMR) Policy 

The TMR policy is a ten-pillar programme aimed at medium to long term economic and social 

development in the Gauteng province. Each pillar focuses on different but related aspects of 

development, which will be discussed in short below. 

Table 2: Gauteng TMR Overview 

Pillar Description 

Pillar 1: Radical 

Economic 

Transformation 

The first pillar aims to support township economic development, by supporting 

SMME’s that provide both jobs and goods to the township areas. It identifies 

specific sectors that can best provide both these needs, these sectors are: 

construction; manufacturing; automotive; finance; information and 

communication technology (ICT); and tourism. This pillar will drive innovation 

and industrialisation within these sectors, to accelerate their development. 

Pillar 2: Decisive 

Spatial 

Transformation 

Pillar 2 aims to restructure the spatial landscape of Gauteng, improve public 

transport and de-centralise employment opportunities. In this way, the economy 

will become more accessible, and therefore more inclusive. 

Pillar 3: Accelerated 

Social 

Transformation 

This pillar aims to utilise the changes from pillar 1 and 2 to increase social welfare 

and drive the integration of society, as well as to improve education and 

healthcare. 

Pillar 4: 

Transformation of the 

State and 

Governance 

The fourth pillar intends to make Gauteng governance more transparent and 

accountable, as well as improving financial management and state capacity. 

Pillar 5: 

Modernisation of the 

Public Service 

This pillar involves introducing modern techniques to improve early detection of 

corruption or fraud within the public service, as well as interventions that work to 

reduce the likelihood of corruption through improving the moral fibre of public 

The AIDC must not only focus on job creation and enterprise support, but must also guide new 

entrants in the manufacturing sector to utilise labour-intensive production techniques and create 

goods that do not cater solely to the domestic market. Additionally, the programmes must create 

knowledge transfers both within South Africa, and within Africa as a whole. 

The following AIDC projects’ goals and objectives support this policy: 

� Efficiency Improvement Programmes. 

� Mini Factory Project. 

� Tshwane Automotive City (TAC). 

� Incubation Centre. 
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Pillar Description 

servants. 

Pillar 6: 

Modernisation of the 

Economy 

Pillar 6 is aimed at drawing greater numbers of township enterprises into the 

formal economy, by catalysing the growth of specific sectors. The goal is for this 

to create greater economic and employment opportunities, particularly for 

previously disadvantaged individuals. 

Pillar 7: 

Modernisation of 

Human Settlements 

and Urban 

Development 

The seventh pillar aims to guide urban development to be socially and 

economically inclusive, including the redevelopment of old towns and inner-

cities. Additionally, this pillar also creates a focus on the maintenance of roads. 

Pillar 8: 

Modernisation of 

Public Transport 

Infrastructure 

This pillar is focused on upgrading and improving public transport infrastructure 

to support the development of black-owned SMME’s and township businesses. 

Pillar 9: Re-

industrialisation of 

Gauteng Province 

Building on pillar 8, pillar 9 aims to develop infrastructure that will support the re-

industrialisation of Gauteng. It will also focus on procuring the majority of the 

necessary goods and services from local suppliers, thereby further strengthening 

local industry and creating employment. 

Pillar 10: Taking the 

Lead in Africa’s New 

Industrial Revolution 

The 10
th

 pillar aims to capitalise on Gauteng province’s economic strength, and 

aims to increase trade and investment in the Southern African Development 

Community (SADC) and Africa. It will achieve this through strengthening 

township enterprises to be able to export into Africa, SADC, and BRICS. 

 

The various projects of the AIDC must each support one or more of these pillars. In assessing their 

effectiveness, they must be compared to the goals of the pillar(s), and from there they can be re-

aligned if necessary. 

All AIDC projects support this policy in various ways. The exact pillars supported by each programme 

will be discussed in section 7.7. 
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2.4.  Legislative Summary 

In the following table, the main point of each policy and their implications for the AIDC are 

summarised, along with those of other legislation relevant to the AIDC. 

Table 3: Summary of Policy Objectives and Implications for the AIDC 

Main Policy Objectives Implications 

NDP: 

� Reducing poverty and inequality. 

� Increasing employment and income. 

� Establishing infrastructure. 

� Increasing inclusiveness of the 

economy. 

The AIDC must utilise its projects and activities to support achieving these 

goals. As it operates in the automotive sector, it focuses on strengthening 

automotive manufacturing to create greater employment and income. By 

focusing on projects that support township enterprises, the increased jobs 

and income can be directed in a manner that also increases equality and 

inclusion. Finally, projects that focus on production and transport 

infrastructure will support all these objectives. 

IPAP: 

� Diversification of manufacturing for 

greater international 

competitiveness. 

� Intensifications of labour-intensive 

industrialisation. 

� Inclusion of previously disadvantaged 

groups into the industry. 

� Supporting industrial development in 

Africa. 

This policy speaks directly to manufacturing, which includes the AIDC’S main 

focus of automotive manufacturing. This means that the AIDC must ensure 

that all of its programmes align with the IPAP, particularly in terms of 

production techniques, in which the AIDC must focus on labour intensive 

methods. 

TMR: 

� Economic, spatial, social, and 

governance transformation. 

� Modernisation of public service and 

public transport, economy, and urban 

development. 

� Re-industrialisation of Gauteng and 

Africa. 

The AIDC, as a government entity, must conform to the modernisation and 

transformation of governance, and operate in a transparent and efficient 

manner. Its activities will also support each of the other pillars, as they work 

to encourage economic and spatial development, and the growth of industry. 

This means that the effects of the projects can be measured against the 

pillars to determine whether they are moving in the right direction. 

Gauteng Employment Growth and 

Development Strategy (GEGDS): 

� Improving economic efficiency. 

� Creating sustainable employment. 

� Increasing economic equity and 

ownership. 

� Investing in people. 

� Creating sustainable communities 

and social cohesion. 

In terms of the first pillar, the AIDC must support logistics, skills levels, and 

innovation to create a more efficient economy. For the second pillar, the 

AIDC must create programmes that provide employment as well as providing 

employment within itself. This ties into pillar three, for which the AIDC must 

ensure that the programmes create inclusive employment and supports 

black-owned enterprises in order to transform ownership. The AIDC must 

also invest in skills training and transfer, so as to support the fourth pillar. It 

will also achieve this through programmes that invest time and funding into 

new start-ups. Finally, the fifth pillar is largely supported through the 

activities that assist the other four. However, the AIDC must ensure that the 

manner in which it performs its activities does not have a disruptive effect on 

local communities, but rather a strengthening effect. 

Gauteng Industrial Policy Framework 

(GIPF): 

� Expansion of decent work 

opportunities. 

� Development and expansion of 

medium-tech labour intensive 

industry. 

� Strengthening inter-sectoral linkages 

in the supply chain. 

� Enhancement of value addition 

The AIDC will support this policy in much the same way as it supports the 

IPAP and TMR, as they have a similar focus. However, the AIDC should 

additionally be aware of the benefits of improving the entire value/supply 

chain, as outlined in this policy. 
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Main Policy Objectives Implications 

throughout the value chain. 

� Creation of integrated and diverse 

industrial base in Gauteng. 

Automotive Production Development Policy 

(APDP): 

� Improve international 

competitiveness. 

� Increase local vehicle affordability. 

� Encourage growth in vehicle and 

component manufacturing, with a 

focus on exports. 

� Stabilise employment levels in the 

automotive industry. 

� Contribute to a better industry 

foreign exchange balance. 

This policy also acts as a supporting policy to the IPAP, NDP, and TMR, and 

thus, in supporting them, the AIDC will naturally support the aims of the 

APDP. It is worth noting that the AIDC’s activities can contribute to the trade 

and foreign exchange balance of the country, and the stability of 

employment in the automotive industry. This means that the AIDC must 

ensure that any action it takes will have a positive effect in terms of these two 

factors. 

 

This policy is currently under review, and will likely be changed in the near 

future. One of these changes may include a decrease in the production 

requirements to receive support. This means that Original Equipment 

Manufacturers (OEM’s) will need to produce less units to qualify for 

incentives, which may attract more OEM’s into South Africa. 
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3. AIDC Development Context 

To comprehensively analyse the performance of the AIDC, it is necessary to understand the role and 

purpose of the AIDC, as well as that of its projects. The following sub-section will provide a 

background to the AIDC and its role in the economy.  

3.1.  Background  

Established in April 2000, the AIDC operates as a support agency for the Gauteng Growth and 

Development Agency (GGDA), having implemented a number of ground-breaking automotive 

projects. In partnership with various OEMs and industry participants, the AIDC seeks to support the 

growth of the automotive sector in Gauteng, and South Africa. This is done through a variety of 

developmental projects aimed at enhancing the capability of the automotive and allied sectors. The 

AIDC operations are based on three main pillars: enterprise and supplier development, skills 

development, and training. It also aims to support various policies, such as the NDP, the TMR of 

Gauteng, and the GEGDS policy. 

 

The AIDC’s mission, in alignment with its vision, is to develop the automotive manufacturing sector to 

globally competitive standards of excellence through a world-class value proposition that enables 

effective and sustainable socio-economic growth. 

The AIDC aligns its goals with those of the GGDA, which are derived from the goals of the Department 

of Economic Development (DED). These goals are as follows: 

� Clustering of industrial types of activities. 

� Increasing the contribution of SMMEs in the automotive industry. 

� Significantly progressing BBBEE. 

� Contributing to the development of skills, technology, and infrastructure platforms that 

benefit enterprises. 

� Enhancing competitiveness of automotive suppliers. 

� Creating partnerships between government and the private sector in support of economic 

growth. 

� Green economy. 

� Industrial developmental innovation, including infrastructure. 

� Local production and local content support. 

� Economic development in local communities. 

� Creation of divergent income streams. 

� Commercially driven business plans. 

Vision: 

To be the leading implementation agency delivering creative, efficient, best practice and value based 

solutions in support of the government’s programmes related to the automotive and allied sectors. 
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In recent years, the AIDC has realised its objectives through the many automotive developmental 

projects it has implemented. While it has accomplished a considerable amount, and contributed 

immensely to the domestic automotive industry, it has on-going projects and long-term agendas that 

look to furthering these developments. The projects are supervised by the AIDC’s various 

departments, which will be discussed next. 

3.2.  AIDC Key Focus Departments  

The AIDC is divided into the following departments, each with its own focus and projects. These 

departments and their main projects are outlined in the following table.  

 

 

 

 

 

 

 

 

 



34 | P a g e  

 

 

Table 4: AIDC Departments’ Description 

Department Description Objectives Projects 

Business Development 

Department (BDD) 

Provides strategic support to all AIDC 

departments and programmes in 

order to enhance, expand, increase, 

and deepen its service offerings, both 

to industry and to government. This 

department also manages all ASP 

activities. 

• Acquiring new projects and transferring them to the relevant department. 

• Assisting other departments in sourcing funding for projects. 

• Nurturing relationships with current partners and ASP tenants. 

• Expanding ASP by attracting new investment. 

• Attending to marketing and events activities. 

Automotive Supplier Park (ASP) 

Government Incentives 

Schemes Department 

(GISD) 

Administers incentives from both 

government and the automotive 

industry in order to grow and develop 

the automotive sector. 

• Evaluating whether companies are eligible for incentives under the 

Automotive Incentive Scheme (AIS). 

• Advising companies on benefits when applying for incentives. 

• Dispensing incentives to promote the growth of the automotive industry. 

• Monitoring and reporting to the DTI on the performance/effects of the AIS. 

N/A 

Incubation Programmes 

Department (IPD) 

Responsible for launching and 

running incubation centres at Ford, 

Winterveld, and Nissan, to support 

BBEEE enterprises through the start-

up phase. 

• Identifying entrepreneurs to be nurtured into successful businesses. 

• Providing mentoring, training, and business support to participants. 

• Identifying new opportunities in the automotive sector in terms of 

components to be included in the programmes, so as to increase local 

content availability in the sector. 

• BBBEE Automotive Incubation 

Project at Ford Motor Company 

South Africa. 

• Winterveld Enterprise Hub – 

Automotive (WEH). 

Operations Department Runs various support services for 

AIDC sites and departments, 

including facilities planning and 

maintenance, Information and 

Communication Technology (ICT), 

and soft services such as security and 

canteens. 

• Facilities planning: designing, planning, and acquiring legislative approval 

of factory construction. 

• Facilities maintenance: maintaining garden and common areas in the ASP. 

• ICT: managing communications, hardware, and software needed at all 

AIDC sites and within the ASP, as well as providing connectivity and 

telephony services to tenants. 

• Soft services: cleaning, canteen services, pest control, security, access 

control, Safety, Health, Environment, and Quality (SHEQ), etc. 

• Construction of AIDC Incubation 

Centre at Nissan SA. 

• Construction of Mini Factory. 

• SHEQ. 

• Contact Centre. 

• 4Star Conference ASP Centre. 

• ICT. 

Skills Development and 

Training (SD&T) 

Identifies skills shortages in the 

automotive industry and develops 

programmes to provide training in 

scarce skills. 

• Addressing scarce and critical skills in the automotive sector. 

• Building a National Qualifications Framework (NQF) Level 3 and 4 pipeline 

programme within the automotive sector. 

• Improving local manufacturing and global competitiveness through 

enhancing key trade and artisan development initiatives. 

• Supporting talent pipelines as feeders into the automotive industry. 

• (Gauteng Automotive) Learning 

Centre. 

• SIEMENS Project. 

• Simulator Projects (FMCSA and 

NSA). 

• Mentorship Programme for Body. 
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Department Description Objectives Projects 

• Providing mentoring/coaching, project management training, and 

developing learning material. 

• Securing funds to support training objectives. 

• Attracting students with exceptional matric grades who show interest in 

technical careers. 

Special Programmes 

Department (SPD) 

Develops solutions for improving 

supply chains and logistics, as well as 

the supporting infrastructure. 

• Providing solutions to supply chain challenges in the Gauteng region. 

• Creating infrastructure to support supply chain efficiency, such as supplier 

parks. 

• Tshwane Automotive City (TAC) 

Programme. 

Supplier and Enterprise 

Development Department 

(EDD) 

Supports component manufacturers 

to develop in conformity with 

international standards of 

production. 

• Training enterprises in greener, cleaner, more efficient, and safer 

production techniques. 

• Developing local content suppliers to international standards, so as to be 

able to supply international OEMs. 

• Efficiency Improvement 

Programmes (EIPs). 

Support Departments Includes marketing, human 

resources, monitoring and evaluation, 

and finance departments, providing 

support services to the AIDC as a 

whole. 

• Marketing: promoting the AIDC’s services and image. 

• Human resources: ensuring employee wellness, training, and career 

planning. 

• Monitoring and evaluation: ensuring all projects and departments meet key 

objectives, and controlling strategy and planning, as well attending to 

enterprise risk management. 

• Finance: monitoring and reporting on the financial situation of the AIDC, 

and ensuring that financial best practices are followed. 

N/A. 

Source: AIDC (2016). 

Since the projects will be the main focus for the impacting exercise, these will be discussed in more detail in the next sub-section.  
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3.2.1. Department Projects and Programmes 

3.2.1.1. Automotive Supplier Park (ASP) and Mini Factories 

The ASP (which began operating in 2011) is an automotive 

manufacturing cluster that develops factories to tenant 

specifications for leasing. This includes the mini factories project, 

which forms part of the ASP. The project was handled by the 

construction department during the 2015/2016 financial year as it 

was still being built, but has since been handed over to the ASP to 

run. It aligns with the GEGDS, Medium Term Strategic Framework 

(MTSF), and TMR policies in that it addresses spatial and 

economic transformation, and is designed with the aim of 

supporting the automotive industry by creating a cluster 

containing many parts of the auto manufacturing value chain. Additionally, by localising multi-national 

suppliers, the ASP supports job creation and local production.  

As OEMs, have very strict standards of production, they do not use local suppliers that have not yet 

attained such standards. This means that supply contracts will get awarded to companies outside 

South Africa, most of which do not have local production facilities, and are unwilling to spend the 

capital required to establish such facilities for what may be a single production cycle. The ASP 

provides a shared services value proposition in order to attract suppliers to manufacture locally. 

The main users of the ASP are smaller component manufacturers and suppliers, as well as OEMs. The 

ASP reduces the distance between these various participants in the value chain, thus reducing costs 

and increasing logistic efficiency by being able to deliver components just-in-time (JIT). This supports 

the AIDC objectives of increasing local content production and competitiveness. As of March 2016, 

the ASP had achieved an occupancy rate of 94.0%. 

3.2.1.2. The AIDC’s Automotive Incubation Centre 

project at Ford and at Nissan 

The AIDC’s Automotive Incubation Centre at Ford Motor 

Company South Africa (FMCSA) provides training and business 

support to BEE SMME start-ups in the automotive industry.  

Aimed at BBBEE companies entering the automotive industry 

(with the incubatees being the business owners), the project 

assists them to overcome the high barriers to entry, and become 

successful participants and contributors to the industry. This is 

done by providing mentoring as well as subsidised rental and 

shared business services, such as HR and financial services, in 

order to reduce start-up costs. This project is intended to support 

the GEGDS and TMR policies, with particular reference to BBBEE 

transformation (and the creation of African industrialists). The 

incubation centre at Nissan, though not yet running, will operate 

Objectives: 

• Attract multi-national suppliers to 

localise production. 

Key Deliverables: 

• 98% occupancy rate. 

Details: 

• SIC 841 / 51. 

• Rosslyn. 

• Ward 98. 

Objectives: 

• Lower barriers to entry for new 

automotive businesses. 

• Transfer skills and knowledge to 

start-up businesses. 

• Successfully integrate new 

businesses into the value-chain. 

Key Deliverables: 

• Graduation of two incubates. 

• Replacement of graduates. 

• Identification of new 

commodities for Incubation 

Centre. 

• Create 30 jobs. 

• Train 150 operators. 

• HIV/AIDS training for all IC 

employees. 

• ISO9001 / TS16949 Audit. 

Details: 

• SIC 92. 

• Silverton. 
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in the same manner as the IC at Ford. 

Recently, two incubatees were graduated into contracts with Ford as suppliers of out-sourced 

manufacturing services, representing the first major success of the incubation project. Additionally, a 

total of five automotive businesses (including the 2 graduates) were established, and all have received 

training and mentoring. These have successfully created a total of 49 jobs, and leading to the training 

of 158 operators. 

Going into the 2016/17 financial year, the incubation programme has identified new commodities for 

incubation, and will attempt to graduate and replace two more graduates. It has additionally 

identified the new Ford Everest as a potential source of opportunities for graduates, but will seek 

other opportunities as well. The IC at Nissan will only be completed during 2016 and operationalised 

in 2017/18.  

3.2.1.3. Winterveld Enterprise Hub – 

Automotive (WEH) 

The WEH provides automotive body repair training facilities and 

workshop space. It enrols local SMMEs in auto body repair 

training, as well as provides those SMMEs with access to higher 

value repair work, to support the growth and capabilities of local 

businesses. The training is a combination of practical learning in 

spray painting and body repair, as well as business mentoring. The 

project aims to support the goals of the GEGDS policy, however it 

also acts in line with the AIDC’s goals of township economic 

development, skills development, training, and economic equity. 

In the 2015/2016 financial year, the WEH succeeded in: enrolling 

eight local SMMEs into the programme; assisting these SMMEs in 

appointing six local community members into positions within the 

business; and training a further 102 learners. It also achieved successful discussions with Gauteng 

Emergency Medical Services (EMS), with the goal of supplying higher-value work to the SMMEs in the 

facility, and provided training and induction in spray painting and panel beating. The higher value 

work is a key component of the project, as it will provide greater income to township SMMEs, and 

thereby drive spatial transformation. The project will continue to focus on body repair work (with 

increased levels of government vehicles anticipated) as well as providing training and mentoring into 

the 2016/17 year. Business management training will be done in collaboration with educational 

institutions (e.g. UNISA). 

 

 

Objectives: 

• Provide skills training and 

knowledge to auto-repair 

enterprises. 

• Source high-value work for 

enrolled businesses. 

Key Deliverables: 

• Recruit local SMME’s into the 

programme. 

• Assist SMME’s to screen and 

appoint employees. 

• Provide training and induction in 

body repair and spray painting. 

Details: 

• SIC 92. 

• Winterveld. 

• Ward 9. 
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3.2.1.4. (Gauteng Automotive) Learning Centre 

((GA)LC) 

The Learning Centre is a partnership between Nissan South Africa 

(Pty) Ltd and the Gauteng Provincial Government, and is run by 

the AIDC. It provides skills development and training specific to 

automotive production, and not only for Nissan. The project will 

target individuals working to get accreditation in automotive 

manufacturing work, including both private individuals and those 

sponsored by employers such as OEMs. The project aims to 

support pillar 4 of the GEGDS: “Investing in people”. It is still in the 

process of take-off; however, training is already taking place. 

Additionally, five people have been hired: two permanent and 

three part-time, to work in the canteen.  

The (GA)LC has been accredited by one educational body 

(merSETA), and will seek to extend its training scope and gain 

further accreditation (e.g. FESTO). This process has suffered from 

delays due to the need for new equipment to be received and 

installed before certification can take place. Despite this, a total of 

827 learners have received training at the (GA)LC. 

3.2.1.5. SIEMENS Project 

The SIEMENS project trains and qualifies students as engineers, 

technicians, and artisans, per SIEMENS’ company needs and 

growth strategy. The programme will mainly target potential 

SIEMENS and ESKOM employees, and the intent is to address skills 

shortages and provide training and job creation opportunities 

primarily for use in the energy sector (ESKOM’s various new coal 

fired power generation plants). It is intended to support the 

Accelerated and Shared Growth Initiative of South Africa (ASGI-

SA). SD&T acts as a facilitator for SIEMENS, managing the training 

programme on behalf of SIEMENS. This training takes place in 

multiple regions throughout South Africa, depending on which 

ESKOM projects need employees. 

In 2015/2016, 48 beneficiaries of training graduated, and 4 were placed in jobs. The SIEMENS project 

will continue to identify required skills and provide training aimed at these shortages. Although this 

project does not directly affect the automotive industry, many of the skills provided can contribute to 

the automotive industry once the trainee has finished their employment contract at SIEMENS. 

Additionally, the project directly supports the energy production industry, which is part of the key 

infrastructure required for the automotive industry to operate. 

 

Objectives: 

• Establish a world-class learning 

centre to address the automotive 

industry’s needs and provide 

scarce skills. 

• Establish partnerships with 

various stakeholders through the 

Automotive Industry Skills 

Forum. 

• Offer innovative training 

programmes, which bridge the 

skills gap and prepare the way for 

new technology such as 

Autotronics and mechatronics. 

• Position South Africa as a “global 

plant” by offering training that 

specifically supports global 

strategies. 

• Procure state-of-the-art training 

facilities and equipment. 

• Formalise skills development and 

implement work integrated 

learning in the automotive 

industry. 

Details: 

• SIC 92. 

• Rosslyn. 

• Ward 98 

Objectives: 

• Provide skills training as 

required by ESKOM and 

SIEMENS. 

Key Deliverables: 

• Train artisans, technicians, and 

engineers as required for 

various projects at ESKOM. 

Details: 

• SIC 92. 

• Rosslyn. 

• Various wards in the SA. 
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3.2.1.6. Simulator Project 

The simulator project utilises the Production Simulator Facility (PSF) at Ford to provide training in 

vehicle assembly. The main beneficiaries will be Ford staff, including engineering and technical 

students, as well as other OEM employees. The simulator training increases one’s familiarity with 

vehicle assembly, and this will allow OEMs and component 

manufacturers to increase their competitiveness, by increasing the 

skill level of their employees. In turn, this will lead to greater 

efficiency in production, allowing for more and higher value 

exports. The simulator takes away the old concept of shop-floor-

training and thus makes the assembly process more productive. 

Training has taken place for 718 Ford employees. Ford has the sole 

first right of use of the simulator and the AIDC can only use the 

facility for other training when so allowed by Ford. Due to Ford’s 

increased levels of production on the T6 Ranger and the newly 

added Everest, their utilisation of the facility has increased further. 

3.2.1.7. Mentorship Programme for Body Repairers and Auto Mechanics 

The Mentorship Programme provides beneficiaries with practical 

learning in spray painting, body repair, and mechanical repairs. A 

business management training programme is also offered in 

partnership with the University of South Africa (UNISA). The 

intended beneficiaries are informal body repairers and township 

enterprises. The aim is to help them to transition into the 

professional environment and to become part of the formal, main 

stream economy, which supports the GEGDS policy, in particular 

pillar 4: “investing in people”. This programme utilises the WEH 

facilities for practical training, and conducts mentorship training in 

various township regions throughout Gauteng. 

Through this programme, the AIDC supports both the growth of the 

economy, and the growth of the informal sector. The programme also helps to ensure that the 

growth is sustainable, by providing the trainees with business and financial management knowledge. 

In the 2015/2016 financial year, 137 people received training in the programme. 

3.2.1.8. City of Tshwane Automotive Component 

Manufacturing and Assembly (ACMA) NQF 

Level 3 (L3) Learnership 

The ACMA L3 Learnership project provides automotive industry 

technical skills training. It is targeted at unemployed youth, 

preferably from township areas near the CoT. The purpose is to 

increase skill levels and employability of the youth, and through a 

partnership with private industry, to provide employment 

Objectives: 

• Train non-Ford staff on vehicle 

assembly processes. 

Key Deliverables: 

• Train 460 external or OEM 

employees. 

Details: 

• SIC 92. 

• Silverton. 

• Ward 86. 

Objectives: 

• Provide practical and business 

training to assist informal body 

repairers to enter the formal 

market. 

• Identify specific training needs 

of each enterprise and develop 

learning programme to suit 

these needs. 

Details: 

• SIC 92. 

• Winterveld. 

• Various wards in Gauteng. 

Objectives: 

• Provide skills training for 

unemployed youth, to make 

them more employable. 

Details: 

• SIC 92. 

• Rosslyn. 

• Ward 98. 
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opportunities for them upon graduating. The project is aimed at supporting the GEGDS pillar of 

investing in people. 

The majority of L3 participants (23) are successful ACMA L2 graduates, and the entire group of 25 

learners is earmarked for absorption into Nissan South Africa’s new pick-up truck (H60A) production 

line when it begins in 2018. These learners were previously intended to be absorbed for the 

production line in 2016, but the pick-up production was postponed. The project will seek funding in 

order to take the L3 learners on to L4 training, and will also attempt to source employment 

opportunities for all graduates of L2, 3, and 4. 

3.2.1.9. Tshwane Automotive City (TAC) Programme 

The TAC is a partnership between the CoT and the Gauteng 

Provincial Government (GPG), with interest from the private motor 

industry, to develop the Rosslyn area into a vehicle and component 

manufacturing hub and living city. The purpose of the TAC is to 

grow the automotive industry in South Africa, as well as to develop 

the Rosslyn area in terms of socio-economic conditions. Due to the 

size and nature of the project, it will have a broad base of 

beneficiaries, including OEMs and component manufacturers, the 

local labour force, and the youth in the region. It is intended to 

support the GEGDS policy, as well as the NDP. 

The TAC is a long-term, broad-based project, supporting many 

aspects of the AIDC’s mandate as well as government policies. It will 

have an impact on economic and employment growth, industry 

clustering, skill development, spatial transformation, and more. 

However, it will take several years before the impact is visible 

beyond the construction sector. 

The TAC is still in early development; however, a number of sub-

projects have been completed, including: a benchmarking study on 

transformation in automotive cities; the development framework 

which sets the boundaries and uses of the Living Auto City and 

Productive Auto City approach; and the establishment of sub-forums to control different aspects of 

the development. In addition, several projects have been initialised; these include: consultation with 

industry stakeholders to determine the need for testing facilities; an analysis of the gap for an Early 

Learning Centre, and key role players in the market; prioritisation of the K217 route with property 

developers; securing uptake agreements in order to proceed with 

construction of a solar farm in Rooiwal; and collaboration with 

Transnet regarding their planned Pyramid container terminal. 

3.2.1.10. Efficiency Improvement Programmes (EIPs) 

The Efficiency Improvement Programmes are a series of projects that 

provide training for efficiency improvements in production and quality 

assurance. It aims to assist SMMEs, township enterprises, and 

cooperatives participating in the automotive sector. The EIPs include 

Objectives: 

• Create a Living Auto City that is 

diverse and integrated, with 

access to open space, and has 

green, connected and efficient 

work/living design. 

• Create a Productive Auto City 

that provides employment, 

education, entertainment, and 

social services to all, attracts 

investment, and facilitates 

efficient logistic and freight 

movement. 

Key Deliverables: 

• TAC Development Framework. 

• Economic Impact Report. 

• Urban Design Review Report. 

• Transport and Logistics Status-

quo Report. 

• Final list of immediate projects. 

Details: 

• SIC 51. 

• Rosslyn. 

• Ward 98. 

Objectives: 

• Increase knowledge of 

employees, supervisors, and 

management, in principles 

of efficiency. 

Details: 

• SIC 92. 

• Rosslyn. 

• Ward 98. 
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the following projects: 

• Total Productive Maintenance (TPM), which is focused on improving production efficiency 

through improving the efficiency of the entire company. 

• Rapid Process Improvement (RPI) programmes. RPI workshops are aimed at teaching 

problem-solving methodologies and continuous improvement within the business context.  

• Cleaner Production, a programme designed to assist businesses in implementing practices 

that lower energy usage within facilities. 

• Lean Manufacturing Programme. This programme aims at helping businesses gain a 

competitive edge through lean manufacturing, such as improving workplace layout. 

• Quality and Environmental Management Systems (QEMS), which aims to assist companies in 

becoming compliant with ISO/TS 16949, ISO 9001, ISO 14001, and OSHAS 18001. 

 

The Efficiency Improvement Programmes aim to support both the Department of Economic 

Development’s strategic goals and those of the Gauteng Growth and Development Agency. 

Specifically, it aims to support the goals of radical transformation, and re-industrialisation and 

modernisation.  

The following was achieved by each of the programmes: 

• The TPM succeeded in organising a tour of industry in India, fully paid for by the attending 

companies, as a learning experience for top management in the participating companies. 

TPM also impacted a total of 22 companies through its direct training. 

• RPI held a series of 4-day workshops, after which participating companies were given 3 

months to apply the problem-solving techniques learned to their own projects, and present 

their final outcomes. 

• The Cleaner Production project has proven popular amongst automotive suppliers. 

• The pilot project for the Lean Manufacturing Programme was launched to assist in upgrading 

tier 2 and lower automotive suppliers, in cooperation with the United Nations Industrial 

Development Organisation and the International Labour Office. In addition, the programme 

succeeded in gaining assistance from the Japan International Cooperation Agency, in the form 

of automotive experts sent from Japan to provide training and technical expertise to local 

businesses. 

• The QEMS assisted five BEE companies in obtaining certification, enabling them to be 

suppliers to the Ford Motor Company South Africa. 

• 365 employees trained through the various projects. 

 

The programme intends to plan a second “best practice” international tour in 2016, and will continue 

to sign new companies. Additionally, the programme will look to work more closely with companies 

currently in the Incubation Centre programmes. 
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4. Automotive Industry Overview 

Automotive vehicle production has spread globally over the last century due to a “car culture” that 

has increased the demand for vehicles and transformed the way of living. People are given easier 

access to markets, education, health, and other amenities, with greater opportunities being provided 

as the automotive industry evolves. The next sub-sections will provide a global and national overview 

of the industry, providing the current status, recent changes, and future challenges and opportunities 

for manufacturers. 

4.1.  International Overview 

Recently, there have been some substantial changes to the global auto industry, with the United 

Kingdom (UK) (one of the world’s major vehicle and vehicle parts producer) officially withdrawing 

from the European Union (EU). As one of South Africa’s top-20 export partners, this may cause some 

complications between the countries, as the UK’s access to non-European markets is/has been 

somewhat determined by its EU membership, and bilateral and preferential trade agreements are 

more favoured (Centre for European Reform, 2014). On the other hand, the UK could trade with less 

restrictions outside of the EU’s regulations, provided that it has a sufficiently large enough economy. 

From a consumer perspective, the main drivers of purchasing choices include fuel efficiency, greater 

vehicle lifespan, safety and innovation, as well as comfort (KPMG, 2015).  The recent growing demand 

for more fuel-efficient vehicles has shifted the focus of production, developing the industry as more 

and more manufacturers are constructing hybrid and electric cars, or new smaller ones. Further 

developments in the industry are moving toward connected and intelligent cars, where connected 

cars are fully digitised with advanced communication and information systems. Self-controlled 

vehicles (or intelligent vehicles) are expected to become highly desired in the future, providing 

functions such as self-braking, self-parking and even automatic cruise control. 

Currently, there are a few factors that OEMS have to consider in the manufacturing of vehicles and 

car components in order to be able to improve sales. These factors include: macroeconomic forces, 

with the most significant force being the underperforming emerging markets; a changing personal 

transport environment, with the introduction of connected and intelligent vehicles; and stricter 

regulations (PwC, 2016).   

While the course of the industry does seem to be changing, it still contributes significantly to 

economic growth and sustainable job creation, and will continue to be a key industry that drives 

development. 

4.1.1. Global Industry 

Most of the information on the global automotive industry will be sourced from the International 

Organization of Motor Vehicle Manufacturers (OICA), an organisation with the aim of defending the 

interests of vehicle manufacturers, assemblers and importers. The automotive data is collected from 

more than 60 countries (which includes the BRICS countries, Europe and the UK), and is assumed to 

be enough to represent the international market. 
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Global automotive vehicle production from 2005 to 2020 is presented in the next figure. According to 

the figure, total global production has been generally increasing over the 2005-2015 study period, 

amounting to 90 million cars in 2015, with a dip in 2009 due to the global financial crisis.  

Figure 2: Global Vehicle Production, 2005-2020
7
, Number of Vehicles 

Source: OICA (2016); Urban-Econ Calculations (2016). 

For 2015, the continents of Asia-Oceania, Europe, and America produced the most vehicles, at 47 

million, 21 million and 21 million vehicles respectively. The largest producing countries in the 

international industry are China and the USA, followed by Germany; however, China has remained the 

major vehicle manufacturer, producing over 3 million more cars than the whole of Europe. A forecast 

of global vehicle production shows that the trend will most likely increase steadily in the next five 

years. According to PwC (2016), sales in America and the EU are also expected to remain at similar 

levels, while sales (particulalry those of light commercial vehicles) of most of the emerging markets, 

such as South Africa, will expand substantially.  

The different vehicle types produced in the recent years are given in the below table; it shows that 

passenger vehicles are the most manufactured automobiles, followed by light commercial vehicles 

(LCV), heavy commercial vehicles (HCV) and buses. Additionally, passenger vehicles have been 

increasing most substantially over the ten year period, at 4.1%, indicating its significance in the 

manufacturing sector of many countries. 

 

 

 

 

                                                           

 

 

7
 It must be noted that all data values from 2016 to 2020 are forecasted using the Forecast tool in Excel, which 

uses historical data to predict future values that fall within a 95% confidence interval. 
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Table 5: Global Vehicle Production by Type, 2005-2015, Number of Vehicles 

Vehicle Type 2005 2015 CAGR 

Passenger 46 008 847 68 539 516 4.1% 

LCV 17 219 185 18 490 519 0.7% 

HCV 2 980 619 3 429 026 1.4% 

Buses 256 758 321 522 2.3% 

Total 66 719 519 90 780 583 3.1% 

 Source: OICA (2016). 

Since South Africa is an emerging country, it will be useful to compare automotive industries of other 

emerging markets in order to provide context in an international comparison. A key emerging market 

group is the BRICS (Brazil, Russia, India, China, and South Africa) cluster, and is presented in the next 

table.  

Table 6: BRICS and Emerging African Countries Vehicle Production, 2005-2015, Number of Vehicles 

Country 2005 2015 CAGR 

Brazil 2 528 300 2 429 463 -0.4% 

Russia 1 351 199 1 384 399 0.2% 

India 1 626 755 4 125 744 9.8% 

China 5 707 688 24 503 326 15.7% 

South Africa 525 271 615 658 1.6% 

Egypt 69 223 36 000 -6.3% 

Source: OICA (2016). 

According to the table above, China produced a massive 24.5 million vehicles during 2015, and as 

previously stated is the largest vehicle manufacturer in the world. China and India’s vehicle 

production levels have grown immensely, at 15.7% and 9.8%, and their future growth rates are 

expected to increase consistently over the next five years (PwC, 2016). While South Africa’s 

production growth rate over the same period is not as considerable, it is the third fastest progressing 

manufacturer in the BRICS group; making it an evident global participant. 

4.2.  National Overview - South Africa 

The auto industry is of utmost importance to the national economy, and is supported by multiple 

policies and initiatives. Recently, there has been much focus on the sector and its potential for growth 

(specifically in the larger continent), with free trade area and intra-regional trade infrastructure 

developments.  

Over the last two years, an underperforming domestic economy, increasing interest rates, a burden 

on consumer disposable income, and new vehicle price inflation has decreased sales of vehicles by 

4.1% (NAAMSA, 2015). This is shown in the next figure, where sales are shown to be decreasing since 

2013. According to PwC (2016), the African region is anticipated to grow in terms of car sales and also 

production, particularly in South Africa, where output is expected to increase by 50.0% in 2021 due to 

substantial capacity improvements. From the figure, production levels have been expanding since the 

recession in 2009; during 2015 approximately 615 658 cars were manufactured. Future production 

and sales are anticipated to remain at the same general level over the next five years. 
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Figure 3: South Africa Automotive Industry Production and Sales, 2005-2020, Number of Vehicles 

Source: OICA (2016); Urban-Econ Calculations (2016). 

The national auto sector is based on the interrelations of domestic production and imports; where 

OEMs are encouraged to benefit from economies of scale by producing high volumes of certain 

popular vehicle models, and other models are imported to satisfy the demands of all consumers. 

Trade information for SA is provided in the following table. Clearly, Germany is the main trading 

partner of vehicles and automotive components, with R35 billion in exports and R65 billion in imports 

during 2015. Other main partners include the USA, Japan, the UK, and Spain. Overall the automotive 

sector exported R116 billion and imported R171 billion in the recent year. This means the automotive 

sector contributed 11.5% to exports and required 15.8% of imports. 

Table 7: South African Trade Statistics, 2015, R Millions 

Exports Imports 

Region R Million Region R Million 

Germany 34 992 Germany 65 210 

USA 20 946 Japan 22 053 

Belgium 13 162 Thailand 13 793 

Namibia 9 440 China 12 586 

Japan 7 810 USA 11 836 

UK 7 436 India 10 790 

Australia 5 257 UK 8 002 

Botswana 4 816 Republic of South Korea 7 134 

Spain 4 073 Spain 6 011 

France 2 696 Brazil 4 725 

 Source: Automotive Export Manual (2016). 

Both exports and imports will be affected by the exchange rate, which has been relatively volatile in 

the 2015/2015 FY, and is expected to remain volatile for some time. This can decrease sales, as a 

weak exchange rate drives up prices of imports; conversely, it may lead to increased local production, 

for two reasons. Firstly, lower relative prices may increase demand for exports. Secondly, investment 

may be increased as the same amount of foreign currency has a larger impact locally. 
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The national auto industry GVA between 2005 and 2020 is presented in the next figure. The country’s 

automotive industry GVA shows a relatively consistent pattern, totalling to R31 billion during the 

recent year, having increased considerably from R24 billion in 2005. In terms of the total contribution 

to the national GVA, the industry shared approximately 8.2% of the total manufacturing sector GVA, 

and its significance to the economy has been increasing over the years (as indicated by the generally 

expanding share of total GVA). The national, provincial and local auto GVA growths are similar in level, 

and have been improving from a negative growth rate since 2013 to around the 2.0% level. According 

to the forecast – based on the data trend – the automotive industry is expected to continue on an 

upward path, and its contribution to the economy is also projected to strengthen. 

Figure 4: South Africa Automotive Industry GVA, 2005-2020, R millions    

 

Source: Quantec Easy Data (2016); Urban-Econ Calculations (2016). 

Production information by vehicle type for the country is given next. 

Table 8: South Africa Vehicle Production by Type, 2005-2015, Number of Vehicles 

Class 2005 Share 2015 Share CAGR 

Passenger 324 875 61.9% 341 025 55.4% 0.5% 

LCV 172 522 32.8% 242 974 39.5% 3.5% 

HCV 26 683 5.1% 30 433 4.9% 1.3% 

Busses 1 148 0.2% 1 226 0.2% 0.7% 

Total 

Production 

525 227 100.0% 615 658 100.0% 1.6% 

 Source: OICA (2016). 

Over the ten-year analysis period, the country has produced around 615 658 vehicles, most of which 

fall under the passenger and LCV category. The increase of production of LCVs shows to be the most 

significant, growing at a CAGR of 3.5%, which correlates with the previous statement that emerging 

countries, such as SA, will experience substantial sales growth in LCVs.  

The following figures provide vehicle GVA information at a provincial level. The first diagram shows 

the share of each province’s automotive GVA; clearly Gauteng, the automotive centre of the country, 

contributes the highest value to the national industry (representing 50.8% of the total). The Eastern 
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Cape (where in 2014, the Chinese First Automotive Works' new truck production plant was 

established in Port Elizabeth) and KwaZulu-Natal have the next strongest industries, contributing over 

20.0% each to the national GVA. When looking at the growth of the provinces’ auto industry, 

Mpumalanga and the Western Cape have grown significantly over the last ten years. Gauteng itself is 

not expanding as considerably as other provinces; however, this most likely means that it is producing 

near capacity as it is the country’s major manufacturer. Regardless of the less substantial growth, 

Gauteng remains the auto industry capital, in terms of production, gross domestic product (GDP), 

sales, as well as job provision.    

Figure 5: South Africa Provincial Automotive GVA Share and CAGR, 2015, Percent 

 Source: Quantec Easy Data (2016); Urban-Econ Calculations (2016). 

Industry employment trends (see next figure) show that national vehicle manufacturing employment 

is declining, decreasing from 127 003 workers in 2005 to 103 146 workers in 2015; this may be 

because the country is moving toward a more knowledge-/technology-based economy and machinery 

is being more utilised to manufacture cars. Future employment is shown to be declining until 2020; 

however, while it will shrink according to historic and current trends, it will not decrease until there 

are no jobs available, most likely employment will decrease until some factor (such as an injection of 

significant capital) causes an increase in available jobs, or it will decline to a steady low level. 
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Figure 6: South Africa Automotive Industry Employment, 2005-2020, Number of People    

Source: Quantec Easy Data (2016); Urban-Econ Calcualtions (2016). 

Provincial levels of automotive workers are presented in the next table; clearly Gauteng represents 

the highest share of national employment, decreasing from 41 757 labourers to 33 450 in 2015. 

Again, this is followed by KZN and the Eastern Cape, while the lowest number of workers is in the 

Northern Cape region.    

Table 9: South Africa Provincial Share of Automotive Industry Employment, 2005-2015, Number of People 

Province 2005 Share 2015 Share 

Western Cape 16 128 12.7% 15 719 15.2% 

Eastern Cape 26 111 20.6% 18 579 18.0% 

Northern Cape 485 0.4% 410 0.4% 

Free State 2 026 1.6% 1 943 1.9% 

KwaZulu-Natal 22 788 17.9% 18 899 18.3% 

North West 6 395 5.0% 3 325 3.2% 

Gauteng 48 815 38.4% 40 110 38.9% 

Mpumalanga 2 514 2.0% 2 590 2.5% 

Limpopo 1 741 1.4% 1 571 1.5% 

South Africa 127 003 100.0% 103 146 100.0% 

 Source: Quantec Easy Data (2016). 

Employee levels are helpful to examine in an industry overview in order to provide information on 

production factors within the sector. Another useful indicator is the level of skills in the industry, 

which is depicted in the below table. All the changes in the skill category levels correlate with the 

declining employment levels over the period, the semi-skilled category has contracted most 

considerably. 

Table 10: South Africa Automotive Industry Skill Level, 2005-2015, Number of People 

Skill Level 2005 2015 CAGR 

Skilled 25 962 22 072 -1.6% 

Semi-skilled 80 070 63 813 -2.2% 

Low skilled 20 971 17 261 -1.9% 

 Source: Quantec Easy Data (2016). 
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Since Gauteng is the most significant contributor to national automotive production, GDP, as well as 

employment, it is essential to review the regional industry landscape in order to understand trends 

and changes within the industry. This will be accomplished in the following sub-section, done similarly 

to the national analysis. 

4.2.1. Gauteng Overview 

Gauteng is the smallest region in Southern Africa; however, it is the most developed in terms of 

infrastructure, population density, and financial and industrial activity. Overall, the province adds to 

the country’s economic growth most significantly, so much so that it can be referred to as the 

epicentre of SA due to its contribution to macro-economic factors such as production, GDP, 

employment, and income.  

Of the eight multinational OEMs operating within the country, Gauteng houses three – BMW, 

Nissan/Renault South Africa, and Ford Motor Company South Africa – as well as other various 

component companies. 

The region’s auto GVA is given in the following figure, where the GVA has improved to pre-crisis levels 

with around R12.9 billion made during 2015. According to the changing trend, the province’s GVA is 

expected to increase to approximately R14.4 billion by 2020. As Gauteng is the activity core of the 

country (with a high concentration of OEMs and automotive component manufacturers), it is 

expected to advance substantially, particularly with the increasing investments in automotive 

developments within robust areas such as the CoT.  

Figure 7: Gauteng Automotive Industry GVA, 2015-2020, R millions 

Source: Quantec Easy Data (2016); Urban-Econ Calculations (2016). 

As with national employment in the industry, the region’s change in workers has been declining 

relatively steadily, totalling to 40 110 workers in the recent year. The industry’s share of total regional 

employment expectedly decreased to 7.9%, and will continue to shrink over the next five years, 

should the trend be followed. 
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Figure 8: Gauteng Automotive Industry Employment, 2005-2020, Number of People  

Source: Quantec Easy Data (2016); Urban-Econ Calcualtions (2016). 

As the ASP rents out factory space, it will be useful to analyse the relative price of rentals at the ASP, 

as compared to those in the surrounding region. The following table shows the price per square 

meter for the Rosslyn area, as per the Rode’s Report (2016), as well as the prices for the ASP. 

Table 11: Rental Price per m
2
, 2015, Rand 

 500 m
2
 1 000 m

2
 2500 m

2
 (3 000 m

2
) 5 000 m

2
 

Rosslyn R28.00 R24.00 R24.00 R16.00 

ASP R38.00 R36.00 R36.00 R33.00 

Source: Rode’s Report (2016); AIDC (2016); Urban-Econ Calculations (2016). 

It must be noted that the figures above are average rates, and will vary somewhat given the term of 

lease, the exact floor size of the rented space, and other non-financial factors. Nonetheless, it is 

possible to see that the rental fees at the AIDC are somewhat higher than those of the surrounding 

area. This is likely made up for by the other services that the ASP provides, such as maintenance and 

security, which allow tenants to save on those costs. 

4.2.2. Industry Linkages 

Industry linkages are the links through which various industries affect one another, by means of goods 

or services travelling through the value chain. During this process, many different sectors become 

involved, with the outputs of one sector becoming the inputs of the next. These linkages can be 

broadly divided into backwards and forwards linkages, and will be discussed below. 

Backwards linkages are the industries which supply a given industry – in this case, the industries which 

supply inputs to automotive manufacturing. These can be divided into primary and secondary 

linkages. Primary linkages are those which supply directly to the automotive industry, while secondary 

linkages are those which supply the primary linkages, and are thus, also affected by growth in the 

automotive industry. The top five backward linkages are shown below. 
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Figure 9: Five Largest Backward Linkages for the Automotive Industry, South Africa, 2015 

 

Source: Urban-Econ Calculations, SAM, (2016). 

As can be expected, the biggest direct supplier to the automotive industry is the basic metal product 

industry, followed closely by the electrical machinery and apparatus industry, and the other 

fabricated metal products industry. Of note is that none of these is a vastly larger supplier than any 

other, meaning that growth in the automotive industry will push growth evenly across a number of 

up-stream industries. 

Through the linkage to basic metal products, the automotive industry has strong secondary linkages 

to the other mining industry, as well as to basic metal products (an intra-industry link) and other 

fabricated metal products. 

Forward linkages refer to those industries for which the automotive manufacturing industry is a 

supplier. In other words, these are industries which consume the goods produced by automotive 

manufacturing as inputs. The top five forward linkages are shown below. 

Figure 10: Five Largest Forward Linkages of the Automotive Industry, South Africa, 2015 

 

Source: Urban-Econ Calculations, SAM, (2016). 

Unlike the backward linkages, the forward linkages are more uneven, with over 50.0% of the 

automotive industry outputs being consumed by the transport equipment industry and direct 

consumption by households. The next largest forward linkage is exports. The automotive industry will 

therefore have the greatest effect on these three sectors. 
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The overall strengths of the national and provincial auto sectors are given next. 

Figure 11: Automotive Industry Study Area Strengths 

 

 

4.3.  Auto Industry Synopsis 

The figure on the next page summarises the main points of the automotive industry overview. 

 

 

 

•Government backing through policies. 

•Well-developed logistics. 

•Good infrastructure. 

•Industry is a global vehicle source. 

•Flexible production capability. 

•Gateway to greater African region (particularly sub-
Saharan Africa). 

•South Africa’s Free Trade Agreements (FTAs) and 
South African Customs Union (SACU) 

•Skills development initiatives . 

•Gauteng as a central automotive region. 

 

 

South Africa 

 

•Concentrated production plants/OEMs (clustering), 
which helps reduce costs. 

•Access to new African markets through superior 
road linkages. 

•Comparative advantage in Automotive sector. 

•Proximity/arrangement of major suppliers. 

•Significant provincial demand for new vehicles and 
components . 

 

Gauteng 
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Figure 12: Automotive Overview Summary 
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5. Socio-Economic Baseline Profile 

In evaluating the impact of the AIDC’s activities on the economy, it is useful to analyse the social and 

economic situation of the relevant areas in order to provide an idea of the people and dynamics that 

will be affected through the interventions of the AIDC. Important indicators such as demographics, 

labour and economic activity will be assessed in national and provincial terms (specifically Gauteng), 

to present a quantitative profile that may be used as a base. 

5.1.  Demographics  

The main demographic indicator is the population level, which indicates the number of people 

residing within an area. To provide a clear representation of the situation, the size, growth, spatial 

distribution, and composition of a populace should be assessed as development is aimed at improving 

their quality of living. The study area’s population size and density is given below. 

Table 12: Study Area Population and Density, 2005-2015, Number of People and People per km
2
 

     Population Population Density CAGR 

     2005 2015 2005 2015 % 

South Africa 47 269 795 54 956 508 39 45 1.5% 

Gauteng 10 983 243 13 197 140 604 726 1.9% 

CoT 2 551 799 3 121 424 405 496 2.0% 

 Source: Quantec Easy Data (2016). 

As of 2015, there are 54 million people living in SA; while in Gauteng and the CoT, approximately 13 

million and 3 million people reside, respectively. In terms of population density, South Africa has 45 

people/km
2
, Gauteng has a large 726 people/km

2
, and the CoT has around 405 people/km

2
. Gauteng’s 

population is growing noticeably faster in comparison to that of South Africa and most other 

provinces, its higher growth rate may be attributed to the many opportunities available in the 

economic hub, including job prospects, as the region has a relatively high labour absorption rate 

compared to the country and other provinces.  

The populace has been expanding over the period at all levels, each growing at a CAGR over 1.5%. The 

population growth trend is provided below for 2005-2015. Of all three study areas, the CoT has 

significantly grown by 2.0%; thus, while the general growth trend has been declining over the study 

period (as seen in Figure 13), it has been larger than the greater regions’ growth rate. Since 2012 

however, the provincial rate has been the highest, which may be due to a higher number of people 

immigrating into the region seeking job opportunities. 
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Figure 13: Study Area Population Growth Rate, 2005-2015, Percent 

Source: Quantec Easy Data (2016). 

Other useful demographic indicators include race composition, age distribution, and gender spread. 

In terms of age distribution, the national and local (CoT) areas have a heavier concentration of people 

in the lower age ranges, indicating that most of the populations are young to middle-age persons. For 

Gauteng, the distribution is quite different, with most of the populace aged between 20 and 34 years 

old.  

5.2. Income, Expenditure, and Inequality  

Income levels are a determination of social welfare, as they provide for peoples’ basic needs and 

wants through the purchasing of goods such as food, housing, clothing, etc. Put simply, income levels 

indicate the living standards of the populace. The total income made during 2005 and 2015 is shown 

below. 

Table 13: Study Area Income, 2005-2015, Constant 2005 Prices, R Millions 

   Income CAGR 

 2005 2015 % 

South Africa 991 915 2 468 844 9.5% 

Gauteng 345 411 895 807 10.0% 

CoT 88 412  244 512 10.7% 

Source: Quantec Easy Data (2016). 

In 2015, South Africa’s income totalled to R2 468 billion, Gauteng generated R513 billion, and the CoT 

made roughly R240 billion. The World Bank classifies SA as a middle-income country (when looking at 

GDP per capita), and over the period the national income level has been generally increasing (at 

9.5%); however, the provincial and local area income levels have been expanding at a much faster 

rate. High GDP growth rates may indicate that these areas are particularly economically active. 

According to the 2011 Census, income distribution for the country is mainly concentrated in the low 

to middle-income ranges. Thus, much of the population earn wages between R801-R25 600 per 

month; however, a large share of this group earn on the lower income scale. Gauteng and Tshwane 

income distribution follows a similar pattern as the national case.  
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Figure 14: Study Area Income Share, 2011, Percent 

Source: Quantec Easy Data (2016). 

While most of the population earn incomes, at a national level, 8.6% of the population earn no 

income, while roughly 7.6% of the provincial and local populace earn no income. A highly imbalanced 

income distribution indicates that a certain proportion of the area is suffering from poverty, and low 

quality of living standards. Gini coefficients for the study areas show that, nationally, the country is 

more skewed to unequal income distribution (closer to 1), with a coefficient of 0.6. The same can be 

seen with the lower study levels, and while the values are not much closer to equal distribution, the 

situation has improved somewhat.    

Table 14: Study Area Gini Coefficient, 2005-2015 

        Gini CoefficientGini CoefficientGini CoefficientGini Coefficient    CAGRCAGRCAGRCAGR    

 2005 2015 % 

South Africa 0.63 0.60 -0.5% 

Gauteng 0.60 0.58 -0.4% 

CoT 0.61 0.58 -0.5% 

Source: Quantec Easy Data (2016). 

Disposable income is used by consumers to purchase goods and services in their local area, and 

analysing expenditure can be helpful in identifying spending patterns and determining demand of a 

good. The study areas’ expenditure is near the same level as the national income level. The table 

shows that the population spent around R2 471 billion in 2015, which increased at similar frequency 

as the national income level. Clearly national income and expenditure are along the same levels and 

have similar growth structures.  

Table 15: Study Area Expenditure, 2005-2015, Constant 2005 Prices, R Millions 

        ExpenditureExpenditureExpenditureExpenditure    CAGRCAGRCAGRCAGR    

 2005 2015 % 

South Africa R990 773 R2 470 508 9.6% 

Gauteng R347 941 R886 546 9.8% 

CoT R88 284 R242 018 10.5% 

Source: Quantec Easy Data (2016). 
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When looking at type of expenses, most consumers (at all study levels) purchase, in descending order: 

services (e.g. rent), non-durable goods (e.g. food), semi-durable goods (e.g. motor car tyres and 

accessories), then durable goods (e.g. personal transport equipment). Specific automotive 

expenditure spending share is shown in the next figure.  

Figure 15: Study Area Transport Expenditure Share, 2015, Percentage 

Source: Quantec Easy Data (2016). 

Spending on personal transport equipment as a proportion of durable goods expenditure is equal to 

approximately 57.4% of the total goods category, which is a significant portion of the spending 

category. Motor accessories are a smaller percentage of semi-durable goods expenditure, at 15.4%. 

While these automotive products are not the goods that are being most consumed, they are still 

substantial amounts; i.e. personal transport equipment spending totalled to R96.5 billion in 2015 and 

motor accessories spending amounted to R33.1 billion. This totals to approximately 5.2% of total 

expenditure, with a slightly higher 5.4% in Gauteng, and 5.7% in CoT. 

Consumption cannot take place without some source of income, and income generally comes from 

the provision of labour. Labour dynamics are discussed in the next sub-section.   

5.3.  Labour Market 

When analysing the labour of a region, it is essential to assess the size and spatial distribution. The 

economically active part of a population may indicate the size of labour supply, while labour demand 

for various industries can be represented by economic structure and growth in activity. Some 

indicators are provided in the following table.  
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Table 16: Study Area Labour Dynamics, 2005-2015 

 2005 2 015 CAGR 

South Africa 

Employed Total (Number) 12 845 883 13 323 223 1.8% 

Unemployment rate (Percentage) 26.4% 26.0% -0.8% 

LFPR (Percentage) 59.8% 59.7% -0.1% 

Absorption rate (Percentage) 44.0% 44.1% 0.2% 

Gauteng 

Employed Total (Number) 3 522 513 3 701 798 2.5% 

Unemployment rate (Percentage) 23.8% 24.3% 1.0% 

LFPR (Percentage) 70.9% 71.4% 0.3% 

Absorption rate (Percentage) 54.1% 54.1% 0.0% 

CoT 

Employed Total (Number) 794 375 848 417 3.3% 

Unemployment rate (Percentage) 20.0% 20.3% 0.8% 

LFPR (Percentage) 70.4% 71.2% 0.6% 

Absorption rate (Percentage) 56.4% 56.8% 0.4% 

Source: Quantec Easy Data (2016). 

In 2015, around 59.7% of the national population were economically active/in the labour force, 

indicating that these people make up the supply base for human resources. Thus, over half of the 

economically active population (EAP) is either employed or actively seeking work. A much higher 

proportion of the population for Gauteng and the CoT are part of the labour force, at 71.4% and 

71.2% respectively.  

In terms of employment, around 13.2 million people are working class (which is 74.0% of the 

economically active); in Gauteng, 3.7 million make up the employed populace, and in the CoT, roughly 

878 417 people fall into this category. The share of the total working age population that is employed 

(i.e. absorption rate) is 44.1%; this is higher when looking at the provincial and local cases. 

In terms of unemployment rates, the national rate is seen to be higher than the lower level study 

areas. This likely means that there are less job opportunities nationally, while in Gauteng and the CoT 

there are more jobs to meet the demand. Overall, the unemployment rates have worsened, except 

for South Africa, where the rate declined by 0.8%.  

South Africa’s employment share by industries is provided in the next figure. Clearly, Trade, Finance 

and Social services are the largest industries. Manufacturing, the sector within which the automotive 

industry falls, represents a smaller 8.7% of the employment total, with the Mining and Electricity 

sectors employing the least number of workers. In terms of Gauteng and the CoT, the Trade, Finance, 

and Social services industries also have the most employed people. 

Logistics and Construction employment have been expanding rapidly on all levels, while Agriculture, 

Manufacturing, and Mining employment has been declining substantially over the study period. 

Automotive alone makes up 0.8% of the national employment, 1.1% of Gauteng employment, and 

1.5% of CoT employment. 
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Figure 16: South Africa Employment by Industry, 2005-2015, Number of People 

Source: Quantec Easy Data (2016). 

The skills level of those employed in an area is quite important as it shows the capabilities of the 

human resources contributing to various job positions. Recently, the number of semi-skilled people 

amounted to 5 million (Table 17 below). This is significantly higher than the number of low-skilled and 

skilled people. Again, the same can be seen with the other study levels; however, in the CoT, there is a 

slightly higher number of skilled people. 

Table 17: Study Area Total Employment by Skill Level, 2005-2015 

 2005 2015 CAGR 

South Africa 

Skilled 2 520 522 2 781 442 1.0% 

Semi-skilled 5 132 009 5 302 778 0.3% 

Low skilled 3 140 055 3 262 001 0.4% 

Gauteng 

Skilled 979 254 1 072 442 0.9% 

Semi-skilled 1 748 580 1 822 381 0.4% 

Low skilled 837 546 937 788 1.3% 

CoT 

Skilled 259 131 286 910 1.0% 

Semi-skilled 386 212 424 885 1.0% 

Low skilled 180 033 193 594 0.8% 

Source: Quantec Easy Data (2016). 

The number of skilled people in the country has grown most, at a CAGR of 1.0%; for Gauteng, the low-

skilled group has expanded the most at 1.3%. Locally, the skilled and semi-skilled people have 

increased most noticeably at 1.0% each. In general, the working class may be largely classified as 

semi-skilled, for example mechanics, whether qualified or not, who work as assistants and not as 

professional mechanics. Another example would be electrician assistants, who do not yet have a great 

deal of experience in the industry.  
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A noteworthy determinant of skill level is educational attainment; this indicates the level of 

knowledge that a person has from schooling/learning. The share of highest educational attainment 

for all study areas is given next.  

Figure 17: Study Area Share of Highest Education Level Attained, 2015, Percentage 

Source: Quantec Easy Data (2016). 

The proportions of people with the various qualification obtained are similar at all study levels. Much 

of the population for all three study areas has secondary schooling (which is incomplete secondary 

schooling without grade 12), followed by primary, and then no schooling. While those with no 

schooling are a low percentage of the total, the proportion of those with complete secondary 

schooling (Grade 12) is substantially low, particularly when looking at the massive proportion of those 

with incomplete secondary schooling. This high share may have contributed to the majority of the 

populace being semi-skilled. 

5.4.  Economic Profile 

The economic activity of an area provides an idea of the performance and development of a region. 

The performance of a region may be measured by GDP level, and economic growth may be 

represented by GDP growth. The province’s GDP (GDP-Regional/GDP-R) values are provided below. 

South Africa’s total GDP amounted to roughly R2 776 billion in 2015, increasing by 2.6% over the ten 

years. Gauteng’s GDP-R is valued at R964 billion and has grown by a higher 3.1%. For the CoT, 

approximately R249 billion has been made in final goods and services; this has expanded since 2005 

by 3.6%. Therefore, the CoT has increased the most in the study period, indicating that it is 

developing more rapidly than the greater areas.  

Table 18: Study Area GVA, 2005-2015, Constant 2010 Prices, R millions 

 2005 2015 CAGR 

South Africa 2 140 472 2 775 896 2.6% 

Gauteng 709 056 964 018 3.1% 

CoT 174 728 248 575 3.6% 

Source: Quantec Easy Data (2016). 
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5.4.1. Composition 

The composition of economic activity within an area indicates what sectors are significant in terms of 

contribution to economic growth and performance. Specific industries may be more successful as 

there are certain factors that enable easier production and activity. For example, in the case of the 

CoT and Gauteng, the areas house major OEMs and major suppliers, reducing operation as well as 

logistics costs. The table below provides information on the industry share of GVA for all study areas. 

Table 19: Study Area GVA Share, 2015, Percent 

 South Africa Gauteng CoT 

Agriculture 2.6% 0.4% 0.5% 

Mining  8.5% 2.7% 0.7% 

Manufacturing 13.7% 15.9% 12.9% 

Electricity 2.4% 2.1% 1.9% 

Construction 3.9% 3.7% 3.5% 

Trade 15.1% 13.7% 11.7% 

Logistics 9.4% 10.1% 10.3% 

Finance 21.9% 26.7% 24.8% 

General Government 16.7% 19.2% 28.2% 

Social Services 5.9% 5.3% 5.5% 

Total  100% 100% 100% 

Source: Quantec Easy Data (2016). 

In the case of South Africa, Finance (21.9%), Government (16.7%) and Trade (15.1%) are the largest 

sectors in 2015. For Gauteng, the same sectors contribute the most to GVA, except for Trade - the 

third largest industry is represented by Manufacturing. The Government sector contributes the most 

to the CoT’s economy at 28.2% of the total GVA; this is followed closely by Finance and then 

Manufacturing.  

5.4.2. Location Quotient 

The location quotient (LQ) specifies a relatively more competitive production function for a product 

or service in a specific economy than in the total economy. This economy therefore produces the 

product or renders the service more efficiently. Gauteng and the CoT’s LQ information is given below. 

Table 20: Study Area Location Quotient, 2015 

 Gauteng CoT 

Agriculture 0.2 0.2 

Mining  0.3 0.1 

Manufacturing 1.2 1.0 

Electricity 0.9 0.8 

Construction 0.9 0.9 

Trade 0.9 0.8 

Transport, Storage and Communication 1.1 1.1 

Finance 1.2 1.2 

General Government 1.2 1.6 

Social Services 0.9 0.9 

Source: Quantec Easy Data (2016). 
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The Manufacturing, Finance and Government sectors have a comparative advantage in Gauteng, with 

LQs of 1.2 each. In the CoT, the Government sector has an advantage. Thus, it can be said that these 

are specialised industries within the areas. The manufacturing-specific LQ for the areas is shown in 

the table below, Electrical machinery, Radio, TV, and instruments are the most specialised sectors in 

the Province, with LQs of 1.7. In the case of the local area, both Radio, TV and Instruments, as well as 

Transport equipment, have comparative advantages.  

Table 21: Study Area Manufacturing Sub-Industries Location Quotient, 2015 

 Gauteng CoT 

Food, beverages, and tobacco  1.0 0.9 

Textiles, clothing, and leather goods  0.8 0.7 

Wood and paper; publishing and printing 1.0 0.7 

Petroleum products, chemicals, rubber, and plastic 1.1 0.9 

Other non-metal mineral products  1.2 1.1 

Metals, metal products, machinery, and equipment  1.4 1.1 

Electrical machinery and apparatus 1.7 1.3 

Radio, TV, and instruments 1.7 1.8 

Transport equipment 1.2 1.5 

Furniture; other manufacturing 1.3 0.9 

Source: Quantec Easy Data (2016). 

While it is not the most specialised sector, Transport equipment production activities in Gauteng are 

highly competitive. Therefore, the data shows that the automotive sector is a significant industry 

within the province and CoT, which can be attributed to the major OEMs and suppliers and 

automotive-specific initiatives directed by government.  
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5.5.  Socio-economic Synopsis 
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6. Economic Impact Analysis 

One of the main aims of the study is to determine the impact, both socially and economically, of the 

AIDC’s activities and interventions to determine the multiplying effects on the economy. The impact 

modelling exercise, done using the Social Accounting Matrix (SAM), will determine the AIDC’s 

economic impact and will be discussed briefly.  

An economic impact assessment describes the impacts that various interventions can have upon the 

production, economic growth and tax within the local economy. Whereby: 

• The intervention can be in the form of new investment in infrastructure new 

development, adoption of a new policy or service, expansion of the current operations, 

etc.  

• The type of economic impact, stimulated by the intervention is generally positive and 

includes the creation of additional jobs, generation of business sales and value-added, 

improved quality of life, increase in disposable income, and growth of government 

revenue. 

The activities not only have direct impacts onto the economy, but also have a spill-over effect in other 

sectors of the economy, through the multiplier effect. Figure 18 illustrates the general impacts that 

the AIDC will have on the economy. 

Figure 18:  Direct, Indirect, and Induced Impacts of a Social Accounting Matrix (SAM) 

Source: Urban-Econ (2016). 
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As seen in the Figure, there are three types of economic impacts, namely:  

• Direct impactsDirect impactsDirect impactsDirect impacts are generated when new businesses create new jobs and purchase goods and 

services to operate the new facility. A direct impact results in an increase in job creation, 

production, business sales, and household income. 

• Indirect impactsIndirect impactsIndirect impactsIndirect impacts occur when the suppliers of goods and services to the new businesses 

experience larger markets and potential to expand. An indirect impact results in an increase 

in job creation, GDP, and household income. 

• Induced impactsInduced impactsInduced impactsInduced impacts represent further shifts in spending on food, clothing, shelter, and other 

consumer goods and services as a consequence of the change in workers and payroll of 

directly and indirectly affected businesses. This leads to further business growth/decline 

throughout the local economy. 

6.1.  Background to the Impact Assessment Exercise 

This section will look at the assumptions made regarding the economic modelling exercise, as well as 

the initial budget of the projects, as shown in the expenditure amounts for the 2015/16 FY. 

6.1.1. Assumptions 

The following assumptions were used with regard to the econometric model and modelling exercise: 

� All the inputted data are sourced from information provided by the AIDC, and are 

assumed to be correct. 

� The expenditure figures reflect the real situation accurately enough for the purpose of 

the impact assessment. 

� Production activities in the economy are grouped in homogeneous sectors. 

� The mutual interdependence of sectors is expressed in meaningful input factors. 

� Each sector’s inputs are a function of the specific sector’s production, comparative 

advantage, and location. 

� The production by different sectors is equal to the sum of the production of separate 

sectors. 

� No structural changes in the economy are experienced during the period. 

� One employment opportunity is the equivalent of one person employed for one year. 

6.1.2. Input Data 

The table below shows the expenditure of each project in the course of their activities. This 

expenditure does not include intangible costs such as depreciation, as these costs do not have a cash 

flow effect, and therefore do not have a visible effect on the economy as a whole.  Thus, the 

expenditure shown here will not match exactly the accounting expenditure of the AIDC. For the 

impacting section, the EIPs will be the sum of the programmes that it encompasses, those being the 

TPM, Clean Production, ISO (Green Standards), and RPI programmes. Additionally, no impacts will be 

shown for the Ford Simulator since it had no costs due to only being used by Ford, and not by the 

AIDC. 
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Table 22: Project Expenditure and Share, 2015/16, R million and Percent 

Project Amount Share 

BBBEE Incubator at FMCSA 4.46 2.16% 

SIEMENS Project 2.13 1.03% 

ASP 178.91 86.69% 

Mini Factories
8
 0.18  0.09% 

(GA)LC 5.37 2.60% 

Nissan Incubator 0.20 0.10% 

ACMA 1.69 0.82% 

TAC 2.84 1.38% 

EIPs 5.35 2.59% 

WEH 5.26 2.55% 

Total 206.39 m 100.00% 

Source: AIDC, Urban-Econ Calculations (2016). 

As can be seen from the table, the ASP had the largest share of expenditure, with 86.7% of the total 

AIDC amount, accounting for R178 million alone. The next largest project expenditures were for the 

Learning Centre, the EIPs, and the WEH at R5 million each. 

6.2.  Impact Analysis Results  

This section will examine and analyse the results of the modelling exercise, based on the expenditure 

information as shown above. The projects’ impacts on production, the GDP, employment, income, 

and taxes will be discussed. 

 

6.2.1. Production 

The impact of the projects on production will be discussed in this section. Production is the process in 

which labour and capital assets are used to transform inputs of goods and services into outputs of 

other goods and services. The value of production is equal to the total value of goods and services 

sold. The impact assessment measures the expected changes in production as a result of the 

programmes' activities. 

Table 23: Projects' Impacts on Production, 2015/16, R Million 

Project Direct Indirect Induced Total 

BBBEE Incubator at FMCSA 4.46 4.38 3.21 12.05 

SIEMENS Project 2.13 1.12 1.24 4.49 

ASP 178.91 196.58 137.29 512.78 

Mini Factories 0.18 0.32 0.13 0.64 

(GA)LC 5.37 5.52 3.85 14.74 

                                                           

 

 

8
 The mini factories form a part of the ASP; impacting was done separately due to the mini factories still being 

under construction, and not operational in 2015/16. 
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Project Direct Indirect Induced Total 

Nissan Incubator 0.20 0.29 0.13 0.62 

ACMA 1.69 1.70 1.19 4.58 

TAC 2.84 2.76 2.07 7.68 

EIPs 5.35 4.17 3.53 13.05 

WEH 5.26 4.44 3.92 13.62 

Total 206.39 221.28 156.57 584.24 

Source: Urban-Econ Calculation (2016). 

The total direct impact on production of the AIDC’s programmes was R206 million, which led to an 

indirect impact of R221 million, and an induced impact of R156 million. This shows that in total, there 

was a higher multiplier effect for indirect impacts than for induced impacts. The total impact of R584 

million shows a high multiplier effect on the AIDC’s expenditure. 

Due to its high expenditure, the ASP naturally had the highest impact on production, with a total 

impact of R512 million. The largest portion of this was the indirect impact of R196 million, which is 

likely due to the nature of its operations in providing space for production entities. Of the other 

programmes, the highest impact came from the Learning Centre, with a total impact of R14 million, 

and the lowest came from the Nissan Incubator, with R640 000 total impact on production. It is worth 

noting that although it had only the fourth highest expenditure, the WEH had the third largest total 

impact, with higher induced and indirect impacts than the EIPs. 

6.2.2. GDP 

Gross Domestic Product is a measure of value added, and is defined as the total of the market value 

of all final goods and services sold in the country. It can be calculated as the difference between the 

value of all sales, and the cost of all intermediate inputs of goods and services. The table below shows 

the impact of the programmes on the GDP. 

Table 24: Projects' Impacts on GDP, 2015/16, R Million 

Project Direct Indirect Induced Total 

BBBEE Incubator at 

FMCSA 

1.92 1.90 1.30 5.13 

SIEMENS Project 0.92 0.58 0.50 2.00 

ASP 79.97 76.10 55.78 211.85 

Mini Factories 0.04 0.11 0.05 0.21 

(GA)LC 2.31 2.30 1.57 6.18 

Nissan Incubator 0.04 0.11 0.05 0.20 

ACMA 0.73 0.70 0.49 1.92 

TAC 1.27 1.15 0.84 3.27 

EIPs 2.32 1.88 1.43 5.63 

WEH 2.74 1.80 1.59 6.13 

Total 92.25 86.65 63.62 242.51 

Source: Urban-Econ Calculations (2016). 

The total GDP impact of the AIDC’s projects for 2015/16 was R242 million. This was made up of R92 

million direct, R86 million indirect, and R63 million induced impacts. Unlike production, the direct 
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impact was the highest. This could be because many of the programmes influence enterprises 

involved in production of intermediate, rather than final, goods and services. 

Aside from the ASP, the three programmes with the highest impact remained the (GA)LC (R6 million), 

the EIPs (R5 million), and the WEH (6 million). The Nissan Incubator (R40 000), while having the lowest 

total impact, was the only programme with higher indirect and induced impacts on GDP than direct 

impact. 

6.2.3. Employment 

Employment measures the number of people working for at least one full year. Employment for less 

than a full year is not counted separately, but rather all such employment is combined to determine 

the relative amount of full employment. The table shows the impact on employment for 2015/16. 

Due to the fact that some employees of the AIDC work on multiple projects, and to avoid double 

counting, the direct employment will not be counted or discussed here, but rather in the synopsis of 

the total activity. 

Table 25: Projects' Impacts on Employment, 2015/16, Number
9
 

Project Direct Indirect Induced Total 

BBBEE Incubator at 

FMCSA 

- 18 9 27 

SIEMENS Project - 3 4 7 

ASP - 496 397 892 

Mini Factories - 1 0 1 

(GA)LC - 21 11 33 

Nissan Incubator - 1 0 1 

ACMA - 9 4 12 

TAC - 14 6 20 

EIPs - 14 9 23 

WEH - 19 11 30 

Total 135 595 451 1 046 

Source: Urban-Econ Calculations (2016). 

In 2015/16, the activities of the AIDC led to a total external employment impact of 1 046 jobs. This 

was comprised of an indirect impact of 595 jobs, and an induced impact of 451 jobs. The ASP alone 

was responsible for an impact of 892 jobs. 

The next three highest impacts were the (GA)LC, with 33; the WEH, with 30; and the BBBEE Incubator 

at Ford, with 27. In all projects except for the SIEMENS project, the indirect impact was equal to or 

higher than the induced impact. The reason for this is that many of the projects support businesses 

that then hire additional staff, increasing the indirect impact. 

                                                           

 

 

9
 As many of the AIDC staff work on different project simultaneously, it would be difficult to assign a number to 

each project, thus only the total will be observed. 
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6.2.4. Income 

Income refers to salaries and wages earned by those employed in the programmes, or in the 

businesses affected by the programmes. Income impacts can occur as a result of increasing 

employment, or rising salaries due to higher skill levels and productivity of the workforce. The table 

below shows the projects’ impacts on income for 2015/16. 

 
Table 26: Projects' Impacts on Income, 2015/16, R Million 

Project Direct Indirect Induced Total 

BBBEE Incubator at 

FMCSA 

0.87 0.84 0.57 2.27 

SIEMENS Project 0.41 0.25 0.22 0.88 

ASP 39.33 39.28 24.22 102.84 

Mini Factories 0.02 0.06 0.02 0.11 

(GA)LC 1.04 1.00 0.68 2.72 

Nissan Incubator 0.02 0.05 0.02 0.09 

ACMA 0.33 0.31 0.21 0.85 

TAC 0.62 0.51 0.37 1.50 

EIPs 1.06 0.83 0.62 2.52 

WEH 1.26 0.79 0.69 2.74 

Total 44.97 43.92 27.62 116.51 

Source: Urban-Econ Calculations (2016). 

The total direct impact on income for 2015/16 was R44 million. This created indirect and induced 

impacts of R43.92 and R27.62, respectively. The high indirect impact, nearly equal to the direct 

impact, suggests that the AIDC has created income within the programmes beneficiaries at almost the 

same level as within the AIDC itself. 

The income impacts per project follow the same trend as the employment impacts, with the WEH 

(R2.74 million), (GA)LC (R2.72 million) and BBBEE Incubator at Ford (R2.21 million) having the largest 

impacts, and the Nissan Incubator (R90 000) having the smallest impact. For most programmes the 

direct impact was the highest, followed by indirect and then induced. However, for the Nissan 

Incubator the indirect impact was the highest. 

6.2.5. Taxes 

The impact on taxes is created through the increases in GDP and income, leading to higher income 

taxes, VAT taxes, and taxes on company profits. The impact of the AIDC on taxes is shown in the table 

on the next page. 

Table 27: Projects' Impacts on Taxes, 2015/16, R Million 

Project Direct Indirect Induced Total 

BBBEE Incubator at 

FMCSA 

0.13 0.28 0.20 0.61 

SIEMENS Project 0.06 0.07 0.08 0.21 

ASP 4.83 12.48 8.72 26.03 

Mini Factories 0.00 0.02 0.01 0.03 

(GA)LC 0.15 0.35 0.24 0.75 
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Project Direct Indirect Induced Total 

Nissan Incubator 0.01 0.02 0.01 0.03 

ACMA 0.00 0.00 0.00 0.00 

TAC 0.05 0.11 0.08 0.23 

EIPs 0.15 0.26 0.22 0.64 

WEH 0.01 0.28 0.25 0.54 

Total 5.39 13.87 9.81 29.08 

Source: Urban-Econ Calculations (2016). 

The 2015/16 total direct impact on taxes of the AIDC was R5 million, leading to a much higher indirect 

and induced impact of R13 million and R9 million, respectively. This created a total impact of R29 

million. Taking into consideration that the AIDC supports enterprise growth, and creates employment 

through its activities, it is understandable that the non-direct impacts are so much higher. 

The three highest total impacts came from the (GA)LC (R750 000), EIPs (R640 000), and the BBBEE 

Incubator at Ford (R610 000), each of which displayed the same pattern in direct, indirect, and 

induced impacts. Only the ACMA had no measurable impact on taxes; whether direct, indirect, or 

induced. 

6.2.6. Multipliers 

By analysing the effective multipliers of the AIDC’s activities, it is possible to create a benchmark 

against which future investments can be measured. In this way, it possible to estimate, for any 

project, approximately what outputs should be seen in production, GDP, employment, income, and 

taxes, for each R1 invested. The multipliers for the projects are shown in the table below. Note that 

this can only be done for the projects which had expenditure in the last financial year. 

Table 28: Total Project Multipliers on Indicators, 2015/2016 FY, Number 

 Production GDP Employment Income Taxes 

BBBEE Incubator at 

FMCSA 

2.70 1.15 6.14 0.51 0.14 

Siemens Project 2.11 0.94 3.16 0.41 0.10 

ASP 2.87 1.18 4.99 0.57 0.15 

Mini Factories 3.50 1.14 6.76 0.58 0.19 

(GA)LC 2.74 1.15 6.07 0.51 0.14 

Nissan Incubator 3.06 1.01 5.40 0.46 0.16 

ACMA 2.71 1.13 7.16 0.50 0.14 

TAC 2.70 1.15 7.14 0.53 0.14 

EIPs 2.44 1.05 4.30 0.47 0.12 

WEH 2.59 1.17 5.73 0.52 0.10 

Source: Urban-Econ Calculations (2016). 

As the table shows, over the last financial year, most projects had a production multiplier of between 

2.50 and 3.00, with only a few projects higher or lower than that. This means that for every R1 

invested, total production was increased by between R2.50 and R3.00. The multiplier on GDP was 

generally a little above 1.00, while the employment multiplier varied more and fell anywhere between 

3.00 and 7.20. The multipliers for income and taxes were considerably smaller, not exceeding 0.60 

and 0.20 respectively. 



 73737373    | | | | P a g e     

 

It must be noted that these figures do not, in and of themselves, determine which projects are the 

best to pursue. They merely reflect the economic impact of each project. However, by utilising these 

multipliers, it is possible to determine which projects to invest in for specific desired results. These 

multipliers can also be used to determine both the expected outcome for a given investment, and the 

required investment for a desired outcome. 

6.3.  Economic Impact Synopsis 

Taking the impact information shown above into account, it can be seen that the AIDC had a large 

impact on the economy in 2015/16. The largest of these impacts was the impact on production, which 

will be examined a bit more closely. The following chart shows the various projects’ impacts on 

production. As the ASP is quite large in comparison to the other projects, it has been presented on 

another axis. 

Figure 19: Projects Total Impacts on Production, 2015/16, R Millions 

 

Source: Urban-Econ Calculations (2016). 

As the graph shows, the projects with the greatest production impact were the ASP, (GA)LC, the WEH, 

the EIPs (taken as a whole), and the BBBEE Incubator at Ford. The WEH, EIPs, and IC at FMCSA all 

provide support to businesses, thus increasing their production; this effect is natural. The (GA)LC’s 

effect on production may decline in the future, as construction and installation of equipment at the 

(GA)LC is mostly complete, and the programme will then focus mostly on training and skills 

development.  

In contrast, the production effect of the Nissan Incubator will likely rise, as it begins performing its 

intended activities. Aside from these two projects, the smallest impact was that of the SIEMENS 

project, which is a training focused project, based in the energy sector, an industry that does not have 

high output of physical goods. 

The figure below shows the total impact of the AIDC on production, GDP, employment, income, and 

taxes. 
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Figure 20: Total AIDC Impact, 2015/16, R Millions and Number 

Source: Urban-Econ Calculations (2016). 

In terms of Rand value, the highest impact was on production, at R584 million. The lowest impact was 

on taxes, at R29 million. The AIDC had a total impact on employment of 1 046 jobs created, through 

which it impacted income by R116 million. The impact on value added through the AIDC is seen in the 

GDP impact of R242 million. The table below shows the breakdown of the total impact, as well as the 

production multipliers, for 2015/16. 

Table 29: AIDC Impacts Breakdown, 2015/16, R Million and Number 

Impact Direct Indirect Induced Total 

Production 206.39 221.28 156.57 584.24 

GDP 92.25 86.65 63.62 242.51 

Employment 135 595 451 1046 

Income 44.97 43.92 27.62 116.51 

Taxes 5.47 14.05 9.94 29.46 

Production Multipliers 1.00 1.07 0.76 2.83 

Source: Urban-Econ Calculations (2016). 

The table shows the breakdown of the total impact by direct, indirect, and induced impact. For 

production, employment, and taxes, the indirect impacts were all higher than the direct, suggesting a 

high multiplier in effect. For both employment and taxes, the induced impact was also higher, which 

means that the AIDC’s activities have a very widespread effect on these factors. 

In terms of GDP and income, the direct impact was the highest, showing a smaller multiplier effect in 

these factors. This is likely due to the segment of the economy that the AIDC supports, which 

produces many intermediate goods. However, the non-direct impacts are still significant, albeit less so 

than the direct impacts. 

The production multiplier shows the total impact for every unit of investment. For each R1 spent by 

the AIDC, production is increased by R2.83. This is comprised of the R1.00 direct input, as well R1.07 

indirect, and R0.76 induced production increases. 

 

5
8

4
.2

4
 

2
4

2
.5

1
 

1
 0

4
6

.4
3

 

1
1

6
.5

1
 

2
9

.4
6

 

0.00

200.00

400.00

600.00

800.00

1000.00

1200.00

Production GDP Employment Income Taxes

R
a

n
d

 m
il

li
o

n
s 

/ 
N

u
m

b
e

r 



 75757575    | | | | P a g e     

 

7. Qualitative Impact Analysis  

As discussed above, each project has certain impacts in terms of income, production, job creation, 

etc. However, the projects also have additional impacts which are more difficult to quantify, such as 

skills creation or increases in the standard of living. As the impacts of the projects often overlap, they 

will be discussed by theme or type of impact. The challenges faced by the programmes, along with 

their mitigation measures, and their success in reaching targeted goals, will also be discussed. Finally, 

the impact of the programmes on the TMR policy support will be analysed. 

7.1. Training and Skills Development 

The provision of training or skills development is one of the main focus points of the AIDC strategy. 

Through this focus, the AIDC empowers individuals to become more employable, higher skilled, and 

higher income earners. A more skilled workforce also leads to greater production output, thereby 

strengthening the market. 

Nearly all the AIDC programmes contribute to skills development in some way. Most programmes, 

including the EIPs, the Incubators, the (GA)LC, the WEH, and all the programmes of the SD&T 

Department directly provide training to their targeted groups. However, some programmes indirectly 

drive training.  

The ASP, in order to attract new tenants, must be able to show that certain skills are available in 

sufficient quantity in the local labour market. Thus, during discussions with potential tenants, they are 

able to determine the needs of these tenants, and direct training accordingly. The Mini Factories are 

intended to have a similar effect. 

The TAC is the only project that has not yet contributed to skills development. It is planned that it will 

incorporate training and educational facilities in the future; however, the impact of these cannot be 

seen yet. 

7.2. Quality and Efficiency Improvements 

Quality and efficiency improvements refer to improvements made in production techniques that 

result in better quality products that are manufactured and delivered at a lower cost and in less time. 

Such improvements have a direct effect on total output, as well as on demand for the product; 

thereby leading to greater production and income. 

The main contributors to quality and efficiency were the EIPs, as well the WEH, the Incubation Centre 

at Ford, and the ACMA programmes. The EIPs are directly focused on improving quality and efficiency 

within manufacturing companies, through training in ISO standards, just-in-time production 

techniques, faster problem solving, etc. The WEH, IC at FMCSA, and ACMA programmes, on the other 

hand, achieve these impacts by providing training in, and facilities with, proper equipment and 

materials. 

The Mentorship Programme and Simulator Project also contribute to efficiency improvements; the 

first through training in correct techniques, and the second through familiarising workers with the 

production line they work on. 
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7.3. Safety and Health Improvements 

Safety and health improvements in the workplace improve the quality of life of employees by 

reducing workplace accidents or health issues resulting from workplace practices. These 

improvements can extend to the areas surrounding the business, particularly in the case of township 

enterprises that often operate in residential areas, or areas with high pedestrian traffic passing by the 

business. 

The IC at Ford, EIPs, the WEH, and the Mentor Programme all create impacts in this regard. The EIPs, 

by helping businesses improve to match ISO standards, aids them in creating safer working 

environments. The WEH and Mentorship Programme all operate in a similar manner to each other; 

where they provide training in the correct methods of body repair and spray painting. They also 

provide facilities, or help businesses upgrade their own, so that dangerous equipment and noxious 

fumes are contained, thus protecting both the employees, and passers-by. 

7.4. Psychological and Mental Impacts 

Psychological or mental impacts influence the psychological state of a person, such as making people 

more content or confident. These impacts are very difficult to measure, yet they can have a significant 

effect on a person’s life. Several of the programmes create such an effect, most notably the WEH, the 

(GA)LC, the IC at Ford, and the SIEMENS projects.  

Students at the WEH have stated that being engaged in studies and training offers them a positive 

outlet for their energy. In all these projects, the training means that the students do not sit at home 

doing nothing, which they have reported as an extra positive side to it. The programmes also give 

them hope and a sense of empowerment, as they help to make the students more employable, and 

provide them with skills they would not otherwise have gained. 

7.5. Investment Attraction 

Investment attraction refers to the increase in interest in an area as a result of activities performed in 

that area. As the AIDC aims to support the automotive industry, many of their actions may lead to 

favourable conditions for additional automotive investment, thus creating investment attraction. 

The TAC project has seen very clear increases in interest and investment in the Rosslyn area. This is 

due to the focus by government, through the AIDC, on making Rosslyn and the surrounding region an 

automotive hub. The importance placed on this project encourages investors to seek opportunities in 

the region, and numerous investors have been in contact with the AIDC to begin the process of 

investing there. In addition, investment has already been made for the construction of a mall in the 

area, driven by the potential for future demand. 

7.6. Challenges and Successes 

Lack of FundingLack of FundingLack of FundingLack of Funding    

Several projects have faced funding challenges, which have restricted the efficacy of their operations. 

These projects include the ASP, which needs funding to develop the next phases of the park; the 

ACMA, where funding was delayed, leading to delays in training; the TAC, which needs funding to 

begin development of the initial projects, and the EIPs, which cannot grow without additional funding. 

It must also be noted that delays in project implementation, for whatever reason, may lead to the 
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funding for those projects being re-allocated to other uses, thereby effectively stalling the project 

completely. 

Scheduling ConflictsScheduling ConflictsScheduling ConflictsScheduling Conflicts    

Scheduling issues have been experienced in a number of the skill training programmes, both in terms 

of scheduling with students, and in scheduling the training spaces. The Ford Simulator has faced the 

latter challenge, with Ford utilising the simulator to train its own employees for most of the year; 

thus, not allowing the AIDC to bring in outside OEM employees for training. The SD&T programmes 

and the (GA)LC have all faced issues with students not being on schedule for a variety of reasons. 

Construction and Delivery DelaysConstruction and Delivery DelaysConstruction and Delivery DelaysConstruction and Delivery Delays    

The Mini Factories, the ACMA Learnership, the (GA)LC, and the Nissan Incubator have been delayed in 

getting off the ground. In the case of the Mini Factories and the (GA)LC, these delays came about due 

to slow construction and training equipment not being delivered. The Nissan Incubator was delayed 

by delays in the start-up of new production lines for which they were geared. 

Attitudes and ExpectationsAttitudes and ExpectationsAttitudes and ExpectationsAttitudes and Expectations    

Some of the programmes faced additional challenges in the forms of negative attitudes from the 

community, and incorrect expectations of what the programme would deliver. Some community 

areas were unhappy with the work of the WEH, feeling that this programme focuses on too small a 

group of people, and that funds should rather be used for a greater portion of the population.  

Additionally, some incubatees that have not yet graduated within the incubation programme at Ford 

were found to have the expectation of becoming Tier 1 suppliers directly upon graduation, rather 

than being partnered with a Tier 1 supplier, and it was suggested that expectations of incubatees be 

managed properly from the beginning. 

Timing ChallengesTiming ChallengesTiming ChallengesTiming Challenges    

The final major challenge experienced by the programmes is one of timing, with graduation not 

always lining up with available work opportunities. With the skills development programmes, this 

sometimes causes students to leave the programmes early, as they find jobs available, and thus they 

do not complete the programme. In the case of the SIEMENS programme, that led to additional 

delays while sourcing new trainees. With the incubation centre, the issue was that incubatees might 

be ready to graduate, but opportunities at OEMs or Tier 1 suppliers might not be available.  

SuccessesSuccessesSuccessesSuccesses    

With the exception of the Ford Simulator and the Nissan Incubator programmes, all the programmes 

were successful in achieving their goals. Although the SD&T programmes do not have specific targets 

for training per programme, they were able to train a large number of people. The Ford Simulator 

could not proceed due to Ford utilising the facility, and the Nissan Incubator is still awaiting the 

internal process at Nissan before it can begin. 

7.7. Programme Impacts Relative to TMR Policy 

A key policy that the AIDC aims to support with all of its programmes, is the Gauteng TMR policy. In 

the table below, each of the ten pillars and the programmes that support them will be listed, along 
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with a brief description of the way in which this support is provided. Pillars 4, 5, and 10 will be 

omitted as the programmes do not directly support them. 

Table 30: TMR Pillars and AIDC Programme Analysis 

Pillar Goals Programmes 

Pillar 1:  

Radical Economic 

Transformation 

1. Revitalise township economies. The WEH and the Mentorship Programmes provide training and 

mentoring to township enterprises in the auto industry. 

2. Expand participation of targeted 

demographic groups. 

All programmes except four (ASP and Mini Factories, Ford 

Simulator, and TAC) directly target previously disadvantaged 

individuals. 

3. Strengthen key economic 

sectors. 

All programmes except the SIEMENS project target automotive 

manufacturing, one of the key sectors identified in the TMR. 

SIEMENS’ Project targets the energy sector, also a key sector. 

Pillar 2:  

Decisive Spatial 

Transformation 

1. De-centralise employment 

opportunities. 

The WEH supports enterprises located in townships, leading to 

increased employment opportunities in these areas. 

Pillar 3: 

Accelerated Social 

Transformation 

1. Improve education. The WEH, (GA)LC, SIEMENS, Mentorship Programme, ACMA 

Learnership, IC at Ford, and EIPs all provide skills development 

and training in a variety of technical, artisanal, and engineering 

fields. 

2. Improve community safety, 

social development, and social 

cohesion. 

The WEH, (GA)LC, and Mentorship Programme provide training in 

safe operation of body repair and/or spray painting for enterprises 

which often work within community areas. 

Pillar 6: 

Modernisation of 

the Economy 

1. Catalyse growth of specific 

sectors of the economy. 

As for pillar 1-3, all programmes support targeted sectors as 

identified in the TMR. 

2. Create greater economic and 

employment opportunities. 

The ASP and Mini Factories, Incubation Centres, WEH, 

Mentorship Programme, EIPs all support business growth and 

assist SMMEs with job creation. 

The IC at Ford, (GA)LC, SIEMENS, Ford Simulator, and ACMA 

Learnership provide training, which makes individuals more 

employable, thereby expanding their access to work 

opportunities. 

The TAC project will revitalise and develop large areas in the 

Northern Corridor, attracting new businesses and creating 

economic opportunities, which will lead to employment 

opportunities. 

3. Increase energy security. EIPs train businesses to use less resources, including energy. 

The TAC project includes plans for solar farms to increase green 

energy production, as well as a green building methodology. 

Pillar 7: 

Modernisation of 

Human 

Settlements and 

Urban 

Development 

1. Guide urban development to be 

socially and economically 

inclusive. 

The TAC project will improve transport infrastructure as well as 

spatial design, to create integration between living and productive 

working areas; its location will also create easier access for 

northern township regions. 

2. Promote greening of township 

areas and new developments. 

TAC project – as for pillar 6-2. 

Pillar 8: 

Modernisation of 

Public Transport 

Infrastructure 

1. Upgrade and improve public 

transport infrastructure. 

TAC project – as for pillar 7-1. 

2. Improve logistics capacity. The ASP and Mini Factories provide clustered facilities for 

manufacturers and suppliers, thereby reducing travel distance, 

time, and costs. 

The TAC project will expand on current facilities to improve both 

storage space and transport infrastructure (in collaboration with 

Transnet). 

EIPs teach principles of just-in-time production, reducing storage 

requirements for businesses and decreasing transport costs. 

Pillar 9:  1. Re-industrialise transport sector. All programmes support growth and development of transport 
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Pillar Goals Programmes 

Re-

industrialisation of 

Gauteng Province 

sector manufacturing and repairs. 

2. Strengthen local health industry 

supply chain. 

WEH targets health services vehicles to provide work for local 

repair businesses. 
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8. Conclusion  

The local automotive industry is one of the most significant contributors to the economy, it is 

supported by many policies that look to improving manufacturing capacity and locally sourced input 

materials. The AIDC’s aims align with the most relevant national and provincial policies, which are 

shown through its: provision of training and job opportunities, modernisation of the economy, 

support of disadvantaged persons, and guidance of new market entrants.  

In terms of the situation in the national and provincial area, growing populations along with increasing 

income levels create a favourable market for vehicle production, as more people are able to purchase 

cars. This is further supported by the increasing trend of domestic consumption on automotive 

products, such as personal transport equipment. 

Automotive manufacturing is growing in importance globally, where production and sales of vehicles 

are expected to increase in the next few years. While the South Africa automotive market is 

anticipated to decline slowly, literature suggests that factors such as rising investment in the industry, 

flexible production capability, and FTAs will expand production and sales numbers in the coming 

years. This seems possible as the country is growing considerably in comparison to other emerging 

markets. Gauteng clearly has a comparative advantage in the sector, and contributes the most to 

production, GDP, and employment. This is aided by the number of OEMs and component 

manufacturers arranged in close proximity to each other, thereby reducing costs and improving 

revenues.  

In analysing the overall performance, this report follows the Criteria for Evaluating Development 

Assistance, as laid out by the Organisation for Economic Co-operation and Development’s (OECD) 

Development Assistance Committee (DAC). This framework examines the performance of a project or 

programme (from 2014/15 to 2015/16) in the light of certain criteria, which are as follows: 

Table 31: AIDC Performance Appraisal, 2015/16 

Criteria Appraisal 

Relevance – whether the 

activities undertaken during a 

project contributes to the aims 

of the project, or the goals of 

the organisation. 

Evidently, the projects and programmes of the AIDC support the overall 

goals of the organisation. Some of which include: increased SMME 

contribution to the automotive sector, skills and knowledge 

development, local production and content support, as well as industrial 

development innovation. Furthermore, the organisations activities and 

interventions align with accomplished national and provincial agendas.   

Effectiveness and efficiency – 

the extent to which an 

organisation achieved its 

stated goals, or made progress 

towards achieving them, and 

whether the resources utilised 

in the organisation’s activities 

were used in the least wasteful 

manner. 

According to the project close-out reports, the majority of projects 

achieved the set goals and deliverables. In terms of efficiency, most 

information, such as the stakeholder consultations, indicates that the 

departments and projects endeavour to utilise all resources as efficiently 

as possible. For example, from a human resource perspective, many 

department managers and staff were responsible and involved in various 

projects. 

Impact – the positive and 

negative changes created 

through the activities pursued 

by an organisation. 

� Graduation of two incubatees (from Ford Incubation project). 

� Training of 2 380 people increased by 248.0% from 684. 

� Expenditure Employment Creation: 1 046 people increased by 

17.5% from 890 people. 

� Expenditure Production Creation: Rm 584 increased by 39.4% from 

Rm 419. 
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Criteria Appraisal 

� Expenditure Income Creation: Rm 117 increased by 62.5% from Rm 

72. 

� Expenditure GDP Creation: Rm 243 increased by 54.8% from Rm 

157. 

 

The allocated budget for the AIDC increased by 48.5%, from R138.9 million to R206.4 million. In terms 

of the impacts it can be seen that most of the factors (change in training, income, and GDP levels) 

have improved much more than the increase in the budget. Thus, it can be stated that the AIDC has 

improved in terms of performance, as it has achieved the majority of set goals and has greater 

impacts on social as well as economic aspects of the country. The table below shows the comparative 

impact of the AIDC since 2013. 

Table 32: Comparative Impacts of the AIDC, 2013/14 - 2015/16, R Millions and Number 

Indicator Total Impact 

2013/2014 

Total Impact 

2014/2015 

Total Impact 

2015/2016 

CAGR 

Production R254.87 R418.95 R584.24 51.4% 

GDP R90.98 R157.22 R242.51 63.3% 

Employment 634 890 1 046 28.4% 

Income R38.62 R71.69 R116.51 73.7% 
Source: Urban-Econ Calculations (2016). 

As the table shows, the impact of the AIDC has increased significantly year by year. Since 2013/14, the 

impact on production has increased by 51.4% CAGR per year, while the impact on GDP has increased 

by almost 63.3%. The lowest compounded growth is in employment, which increased at 28.4% per 

year. 

Given all the above, the AIDC is an established asset in the automotive industry in Tshwane and in the 

country. Adding to the local automotive sector through support programmes and industry 

development initiatives. Its contribution has led to growth and development leading to greater 

investment in the automotive and related sectors, making it a vital role-player in further advancement 

of the industry. 
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