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Overview of the vehicle, parts and component
manufacturing sector

ECSECC is in 2012 launching a series of Research 
Reports. These are published occasionally by EC-
SECC and report on research conducted or com-
missioned by ECSECC. Research Reports contain 
analysis of primary data, either collected by EC-
SECC or from other sources. 

This report presents recent trends and development 
in the automotive sector. The automotive sector is 
the anchor of the manufacturing sector in the East-
ern Cape. The Eastern Cape automotive industry is 
located in Port Elizabeth, uitenhage and East Lon-
don, and is dominated by three vehicle assemblers 
(mercedes Benz, formerly known as DaimlerChrys-
ler, Delta Corporation, and Volkswagen), with at 
least an additional 50 or so large companies. 

The sector was hard hit by the global recession. as 
a large employer in the Eastern Cape its perform-
ance is intimately connected with the wellbeing of 
large communities of workers in Port Elizabeth, 
uitenhage and East London.

The sector is analysed here in the light of the de-
velopment of an auto sector strategy and the es-
tablishment of an auto sector cluster. The auto sec-
tor is marked by high levels of regional and global 
competitiveness. South africa accounts for only 
0.7% of the international market. Rapid change 
characterises the sector, and thus well organised 
and locally rooted support initiatives are crucial for 
ensuring sustainability, competitiveness and diver-
sification of the sector.

FOREWORD
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This report was developed by mr Kambale Kavese 
and a team of economists at Quantec in 2010. 

all data in this report was supplied by Quantec. 

Andrew Murray
Executive Director
East London, January 2012
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This document outlines a salient synopsis of the 
automotive sector in South africa and in the East-
ern Cape. It shows that South africa accounts for 
75% of africa’s vehicle output, but just a tiny 0.7% 
of the global market. at a regional level, the East-
ern Cape has a relatively stable share of 4.2% of 
motor vehicle sales in South africa since 1994. The 
Eastern Cape’s growth in terms of total new vehicle 
sales as reported by naamSa, has averaged 1.7% 
p.a. since 1994.

The report covers the recent trends and develop-
ment in the automotive sector. a structure analysis 
of the sector is presented with two aims: firstly, to 
determine the backward and forward linkages in 
the construction sector; secondly, to ascertain the 
sector’s cyclical sensitivity. Findings in this report 
could be used to inform the provincial industrial 
strategy, the growth path policy, and potential in-
vestors in the automotive sector.

The report shows that between 1994 and 2010, 
South africa’s local market for new vehicle sales 
(303,096 vehicles in 1994) has more than doubled. 
Rising household income, the poor service and se-
curity problems on public transport, together with 
long distances between major centres, encourage 
car use. However, a number of factors constrain 
growth in vehicle ownership, and in 2010, the level 
of ownership was still relatively low at about 160 
cars per 1,000 people. 

as a result of the 2008/2009 recession, hundreds 
of motor dealers have closed their doors, while es-
timates of job losses so far across vehicle assembly, 
component manufacturing and dealerships, range 
from 30 000 to 40 000. many of these jobs may not 
be recovered, and retrenched people are added to 
the pool of unemployment which is already high in 
the country and exacerbating the level of relative 
poverty.
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2.  mOTOR VEHICLE SaLES: RECEnT TREnDS

2.1 Domestic and export sales

Passenger car sales declined by 21.6% in 2009. Sales of light commercial vehicles (LCVs) fell by 30.3%, 
and those of medium commercial vehicles (mCVs) by 41.4%. after remaining strong in 2008, medium and 
heavy commercial vehicle sales also declined strongly, by respectively -46.6% and -56.1% in 2009. But 
vehicle sales recovered sharply in the fi rst quarter of 2010, with a 23% y/y increase in passenger vehicle 
sales and a 13.6% rise in commercial vehicle sales. Bus sales rose by 111.2% and light commercial vehicles 
by 21.3%. The medium and heavy commercial vehicle segments remained depressed, with sales falling by 
22.6% and 11.2% (y/y) respectively.

Passenger car imports and exports have increased rapidly since 1996, rising from a mere 11,553 units in 
1995 to a record 286,659 units in 2008. Exports dipped from 179,835 units in 2006 to 171,304 units in 
2007, which was attributed to the refurbishment of the mercedes-Benz factory. The slowdown certainly 
proved to be temporary and the sharp increase in exports to a new record high in 2008 refl ects substantial 
expansion in export manufacturing capacity, in particular by Toyota, which exported a remarkable 58,232 

mOTOR VEHICLE SALES
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Corollas (29.8% of total exports). However, the global recession caused total export sales to fall back to 
171,844 units in 2009 – a drop of 40% on the previous year. a mild recovery took place in 2010, with ex-
ports increasing by 2.3% y/y.

2.2 Provincial vehicle sales

The Eastern Cape has experienced a relatively stable share of 4.2% of motor vehicle sales in South africa’s 
(Sa) provinces since 1994. This was bigger than the market share of the northern Cape and north West 
provinces, and roughly on par with Limpopo. However, the latter province’s share has declined considerably 
in recent years. The Eastern Cape’s growth in terms of total new vehicle sales as reported by naamSa, has 
averaged 1.7% p.a. since 1994 –  also slightly below the average recorded in all of the provinces.
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During the fi rst two months of 2010, an average of 1,443 new vehicles were sold per month in the East-
ern Cape, compared with total provincial sales of 25,757. Sales in Sa (including the BLnS countries and 
the Government) of 34,198 per month were recorded. The year-on-year growth in February 2010 in the 
Eastern Cape was 24.2% compared with a total growth rate of 16.2% y/y for Sa (incl BLnS countries) as 
a whole.

The Eastern Cape has declined in importance since 1998 relative to the national automotive manufacturing 
sector.  In 2008, the automotive sector GVa in the Eastern Cape accounted for 18.1% of national GVa gen-
erated by the sector, compared with a share of 25.9% attained in 1998. The automotive sector contributed 
3.5% to the Eastern Cape GVa in 2008, compared with a share of 4.3% in 2003.

Whereas GVA and capital stock in the automotive sector grew signifi cantly on a national basis over the past 
decade, the sector stagnated in the Eastern Cape in terms of capital and GVa growth, while sector employ-
ment declined by more than 2% per year.
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3. STRuCTuRE OF THE auTOmOTIVE SECTOR

3.1 Background

The automotive industry in South africa has expanded rapidly over the past ten years following the intro-
duction of the motor Industry Development Programme (mIDP) in 1995. The export of new vehicles has 
soared from a base of almost zero in 1995-96 to a record 286,659 units in 2008, and the value of exports 
from the vehicle and component manufacturing industry rose from a negligible amount in 1995-96 to R32.6 
bn (constant 2005 prices) in 2009. South africa accounts for 75% of africa’s vehicle output, but just a tiny 
0.7% of the global market.

South africa’s local market for new vehicle sales has increased from 303,096 vehicles in 1994 to a record 
number of 670,465 in 2007. Rising household income, the poor service and security problems on public 
transport, together with long distances between major centres, encourage car use. However, a number of 
factors constrain growth in vehicle ownership, and the level of ownership was still relatively low at about 
149 cars per 1,000 people in 2008. The 2008/2009 recession also meant that the market shrank by around 
277,00 cars (-41.3%) during these two years since the 2007 peak.

3.2 Output, value added and gross operating surplus
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Output by the sector amounted to R100.4bn (constant 2005 prices) in 2009. The average annual growth 
was -7.8% in real terms over the period 2005-2009, and total sector output over this period was 4.1% of 
the economy-wide output.

Sectoral valued added was R19.1 bn (constant 2005 prices) in 2009, while an average annual real growth 
rate of -1.9% was recorded during the period 2005-2009. Sectoral GVa was relatively small at only 1.4% 
of total economy-wide GVa.

The sector’s gross operating surplus (GOS), which is an economic measure of profi ts, amounted to R1.8 bn 
in 2009 (constant 2005 prices), and averaged 1.1% of total economy-wide GOS during the period 2005-
2009. The annual average growth in GOS amounted to -33.5% p.a., compared to a growth rate of 4.4% 
for the economy as a whole.

The carbon dioxide (CO2) vehicle emissions tax, which came into effect on September 1, 2010, is being im-
plemented as a specifi c tax and not as an ad valorem tax. In the 2010/11 Budget, the Treasury highlighted 
that subsequent to further consultation since the tax was fi rst announced, the tax would be converted into 
a fl at rate CO2 emissions tax. New passenger vehicles will be taxed based on their certifi ed CO2 emissions 
at R75 per g/km for each g/km above 120 g/km. The CO2

 emissions tax is expected to encourage South 
Africans to move towards more energy-effi cient and environmentally friendly vehicles. Tax advisory fi rm 
Deloitte pointed out that this tax could add between R5, 000 and R10,000 to the price tag of the average 
new passenger vehicle. The emissions tax has been heavily criticised by the still struggling local automo-
tive sector, which said that it could not import or produce certain vehicles with lower CO2 emissions, given 
that South Africa’s fuel specifi cations were not yet up to standard with such vehicles. The local automotive 
industry has also expressed concern that the tax, which was being implemented as the country is still re-
covering from its fi rst recession in 17 years, could impact on new vehicle sales and curb job creation.
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3.3 Capital stock

The real fixed capital stock of the motor vehicles, parts and accessories manufacturing (automotive) sector 
amounted to R23.21 bn (measured in constant 2005 prices) in 2009, which was only a tiny fraction (0.7%) 
of the economy’s total capital stock of R3.4 trillion. This fixed capital stock included the value of all build-
ings, construction works, transport equipment, and machinery and other equipment, used for production 
in the sector.

During the period 2005-2009, the automotive sector had the lowest capital/output ratio after the construc-
tion sector, of only 0.19. This meant that only 19c worth of capital was required to produce R1 of output in 
the sector. Put differently, the sector produced R5.40 worth of output with every R1 of capital.

The value of the sector’s real fixed capital stock has declined since 2006 after some major retooling and 
factory expansions were concluded in 2005/06. Average growth in real fixed capital stock amounted to -4% 
p.a. over the period 2005-2009.
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3.4 Fixed capital formation

Real gross fi xed capital formation growth relating to the manufacturing of vehicles, components, and trans-
port equipment, amounted to R3.5 bn in 2009. This represented 2.2% of total gross fi xed capital formation 
in the economy. Over the period 2005-2009, the average annual change in gross fi xed capital formation by 
the sector amounted to -18.5%.

Soaring European demand for the new Polo will benefi t Volkswagen of South Africa’s (VWSA’s) Uitenhage 
plant with the company being the global source of right-hand drive, four-door Polos, in a six- year, R30-
billion contract. VWSa has also picked up an additional six-month contract to export 17,000 left-hand drive 
Polos to Europe on the back of demand for the newly launched passenger car on the continent. The contract 
is valued at around R1,5-billion. This comes as the Spain plant is struggling to meet demand. VWSa has 
also secured the contract to supply 100% of world Cross Polo demand, in both right-hand and left-hand 
drive versions, which should add another 12 200 units to the company’s 2010 production tally. These two 
contracts, one short term and one long term, will add to the 55,000 Polos the company is to export to right-
hand drive markets this year, taking VWSa’s total anticipated 2010 exports to 71,500 units.

Vehicle production at VWSa was set to reach 113 731 units in 2010, up from 2009’s 59 487 units adding 
the new Vivo, also produced at uitenhage, but only for the local market, as well as Polo production for the 
South african market.  Dave Powels, mD of VWSa, says VWSa also received export contracts for 8,500 Polo 
engines from India, and 30,000 Polo engines from China in 2010. Total VWSa engine production will reach 
100,000 units in 2010. VWSa invested close to R4-billion to implement its various export programmes.

The business plan for the East London Industrial Development Zone’s (ELIDZ’s) proposed new multi- vehi-
cle assembly plant was completed in april 2010. The project aims to provide newcomer vehicle brands and 
brands selling low volumes “with a soft landing” in South africa’s manufacturing industry. The proposed 
plant is based on a model where a number of vehicle manufacturers share the same assembly facilities, 
such as a paint shop, a body shop, and trim and assembly lines. The plant can, therefore, reduce the fi nan-
cial risk for start-up or lower-volume-selling brands, as it enables them to test the market without having 
to make major capital investments, while also reaping some rewards.

The multi-vehicle plant could see participating brands qualify for incentives under the government’s new 
automotive Production and Development Programme (aPDP), which aims to incentivise plant production of 
50 000 units a year or more, as from 2013.
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Despite the improved prospects for domestic sales and exports of motor vehicles, the 2008/2009 reces-
sion has had a negative effect on many medium-sized to smaller operations manufacturing and/or supply-
ing components and parts. Cash flow and finding working capital are two of the biggest concerns to the 
auto sector at present, and the Department of Trade and Industry (DTI) has set up a task group to look 
into these issues. Financial support from the Industrial Development Corporation (IDC) has been the first 
programme government and the automotive industry negotiated to help the stressed sector, with several 
other options also being placed on the table. Companies that are considered viable in the medium- to long-
term, but which are experiencing short-term cash flow difficulties, can apply for loan assistance from the 
IDC. Other aid packages include providing financial support to enterprises within the motor sector to allow 
them to avoid retrenchments for a period of up to six months. This can be applied in situations where the 
business model indicates that there is a good chance of a turnaround within that time. another mechanism 
involves the retraining and reskilling of workers as an alternative to retrenchment.

3.5 Employment and labour remuneration

In 2009, some 115,600 people were formally employed in the sector, while there was no informal employ-
ment recorded in the sector. Employment fell by 3.6% p.a. during the period 2005-2009, while total em-
ployment in the economy increased by 0.6% over this period. The sectoral employment as a percentage of 
total employment in the economy was 1.1% over these years.

as a result of the 2008/2009 recession, hundreds of motor dealers have closed their doors, while estimates 
of job losses so far across vehicle assembly, component manufacturing and dealerships, range from 30 
000 to 40 000. many of these jobs may not be recovered, and retrenchments have brought employment 
numbers at over-manned vehicle assembly plants closer to where they should be. Even with fewer vehicles 
being built, companies report that productivity levels have improved by up to 25%. South africa’s local 
catalytic converter industry has also been severely affected and has reduced employment by 1,386 people, 
or 26.8%, since the first quarter of 2008. Export volumes by October 2009 were 42% below the level at the 
same point during 2008, and could have been even lower was it not for the various foreign governmental 
incentive / scrappage schemes that played out in the main export destinations.

Labour remuneration by the sector amounted to R17.3 bn (constant 2005 prices) in 2009, and represented 
1.8% of total remuneration in the economy. Real labour remuneration in the sector increased by on aver-
age 11.4% p.a. during 2005-2009.
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Real remuneration per worker declined for most of the 1970’s and all of the 1980’s. By the mid-1990s the long-
term decline was arrested and real remuneration stabilised, before progressing upwards in the period after 
2003. The average real remuneration per worker was R150,000 (constant 2005 prices) per annum in 2009.

3.6 Imports & exports

In spite of the severe difficulties facing the global automotive market, the South African automotive indus-
try continues to attract investment. South africa is viewed as an ideal low-cost supplier for key Eu, uS and 
asian markets and a cost-effective producer of right-hand-drive (RHD) vehicles, which it is well placed to 
export to the uK, australia and Japan. Indeed, several overseas parent companies have given South african 
producers the monopoly for RHD vehicles, but more recently these producers have also begun exporting 
left-hand-drive vehicles. Toyota (Japan), nissan (Japan), Gm (uS), Volkswagen (Germany) and Ford (uS) 
have all made substantial investments in South africa in recent years, indicating their long-term commit-
ment to operations in the country. These investments have included an increase in production capacity, 
as well as a rise in the locally sourced content of the vehicles produced. Importantly, the uncertainties 
surrounding future government strategy were removed by the September 2008 publication of the auto-
motive Production and Development Programme (aPDP), which replaces the motor Industry Development 
Programme (mIDP) in 2012. The aPDP offers incentives to manufacturers investing in local production and 
will comply with World Trade Organisation (WTO) regulations.
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The mIDP currently provides a high level of protection to South africa’s motor industry; for instance, import 
tariffs on inputs have been progressively reduced under the mIDP, and this also encourages exports. The 
more a manufacturer exports, the lower the import tariff it pays on imported kits and components, to the 
point where imports eventually become duty free. The government hopes that the aPDP will build on the 
success of the mIDP by increasing vehicle production to 1.2m vehicles by 2020 and securing the long-term 
development of the automotive sector.

The aPDP includes four key proposals: to peg import tariffs, from 2012, at 25% for completely built-up ve-
hicles and at 20% for components used by vehicle manufacturers; to introduce, in 2013, a local assembly 
allowance, which will allow manufacturers with plant volumes of 50,000 units a year (which has recently 
been requested to be reduced to 25,000 by industry leader) or more to import 20% (falling to 18% over 
three years) of their components duty free; to scrap, from 2013, export incentives (which may have con-
travened international trade regulations) in favour of a production incentive, in the form of a duty credit 
aimed at raising production; and to introduce, in 2010, an automotive investment allowance, in the form of 
a direct grant to support investment in new plant and machinery.

In addition, the automotive investment scheme (aIS) is set to replace the mIDP’s production asset allow-
ance, and will see between 20% and 30% of the project value returned to investors over a three- year 
period. The aIS is a form of grant to support investment in new plant and machinery and will be backdated 
to July 2009.

Exports by the automotive sector have grown steadily over the past three decades and reached R31.6 bn 
(constant 2005 prices) in 2009. During the period 2005-2009, real export growth by the sector amounted 
to -5.2% p.a. after growth of 8,5% p.a. was recorded during the preceding five year period. The average 
contribution of the sector to total exports was 8.6% during the period 2005-2009.

Imports displayed significant variation in the 1970’s and 1980’s, but imports had been growing strongly 
since the mid-1990’s. In 2009, real imports amounted to R49.2 bn (constant 2005 prices). Real imports 
declined by 7.3% p.a. during 2005-2009 and represented, on average, 13% of all imports.

3.7 Backward / Forward Linkages
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In 2009, the sector purchased 36% of its intermediate inputs from the transport equipment sector. The 
transport equipment sector also accounted for 64% of intermediate sales by the automotive sector to other 
sectors.

3.8 Sector cyclical sensitivity

The automotive sector is relatively well correlated with the overall business cycle. The sector beta was for 
the past number of years also calculated at 3.9. This means that, generally speaking, the automotive sector 
tends to exhibit large deviations relative to the total economy in terms of value added, with the sector’s real 
value added rising (or falling) by around 3.9% for every 1% change in overall GVa recorded.
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4. PROSPECTS

The outlook for global real output growth in the au-
tomotive sector in 2010  was for growth of around 
1.3%, while output growth was expected to aver-
age around 1.6% over the period 2009-2014. Glo-
bal demand in the sector is expected to grow by 
1.7% p.a. over the forecast period, with strong de-
mand growth emanating from China (17.9% p.a.) 
and India (10.2% p.a.).

The Retail motor Industry association (RmI) fore-
cast that vehicle sales would grow by 8.3% in 
2010, reaching sales of around 428,000 units, 
which would bring the sales back to 2003 levels. 
Passenger car sales were expected to jump 9.5% 
on a dismal 2009 performance, with sales of light 
commercial vehicles to gain 6%, medium trucks 
4% and heavy-duty trucks 7%. The factors work-
ing against greater growth in the wake of the re-
cession included the fact that 2.25 million new cars 
were sold in South africa during the boom period 
between 2003 and 2008, which means that 40% of 
the country’s car population is still relatively new.

However, first quarter figures for 2010 showed that 
the demand for motor vehicles appeared to have 
recovered much sooner than initially anticipated. 
Gross value added of the sector (GVa) is anticipated 
to rise by 6.7% p.a. during the period 2009-2015, 
while the gross operating surplus may increase by 
19.5% p.a. given the low base established in 2009. 
Employment is expected to increase by about 3.4% 
p.a., while the average growth in gross fixed capital 
formation is expected to amount to 14.9% p.a. 
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Autos 1970-1975 1975-1980 1980-1985

Output (Constant 2005 R mil) 31 701 35 509 43 916

% of total economy 2.8% 2.7% 2.7%

% change y/y 7.4% 0.7% -4.4%

GDP (Constant 2005 R mil) 8 076 9 729 12 037

% of total economy 1.3% 1.3% 1.4%

% change y/y 10.1% 2.9% -1.8%

Gross Operating surplus (Constant 2005 R mil) 870 1 112 1 646

% of total economy 0.3% 0.4% 0.5%

% change y/y 3.4% 19.5% -43.7%

Fixed Capital Stock (Constant 2005 Rmil) 5 239 5 692 9 209

% of total economy 0.0% 0.0% 0.0%

% change y/y 5.4% 3.2% 9.6%

Gross Fixed Capital Formation (Constant 2005 Rmil) 981 842 1 633

% of total economy 0.0% 0.0% 0.0%

% change y/y -2.6% 13.1% -5.3%

Exports (Constant 2005 R mil) 3 342 4 656 4 287

% of total economy 1.9% 2.5% 2.3%

% change y/y 120.4% 3.2% 3.8%

Imports (Constant 2005 R mil) 16 504 10 030 13 588

% of total economy 9.4% 6.0% 8.1%

% change y/y -5.3% 8.0% -9.3%

Labour remuneration (Constant 2005 Rmil) 7 166 8 647 10 476

% of total economy 1.9% 1.9% 2.0%

% change y/y 11.3% 0.0% 3.4%

Informal employment (number) 0 0 0

Formal employment (number) 61 879 75 561 92 959

Total employment 61 879 75 561 92 959

% of total economy 0.8% 0.9% 0.9%

% change y/y 5.6% 3.3% .1%



1985-1990 1990-1995 1995-2000 2000-2005 2005-2009 2009-2015

41 766 50 912 72 157 122 951 135 533 137 540

2.4% 2.8% 3.3% 4.3% 3.8% 3.1%

8.0% 4.6% 11.0% 5.9% -7.8% 8.5%

11 363 11 725 13 525 18 237 22 035 24 469

1.2% 1.2% 1.2% 1.4% 1.4% 1.3%

4.8% -0.5% 4.5% 4.7% -1.9% 6.7%

2 505 4 712 4 829 8 329 6 426 3 887

0.7% 1.2% 1.0% 1.4% 0.9% 0.4%

99.3% 4.7% 2.7% 6.6% -33.5% 19.5%

10 148 12 133 14 516 21 934 26 356 19 495

0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

0.2% 4.4% 5.2% 9.8% -4.0% -3.0%

1 107 1 777 2 807 5 954 5 881 5 541

0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

4.9% 7.0% 15.1% 13.1% -18.5% 14.9%

5 579 6 120 13 804 31 115 41 782 49 087

2.6% 2.5% 4.2% 7.9% 9.1% 9.4%

-0.2% 3.4% 30.8% 8.5% -5.2% 11.9%

10 705 15 023 26 980 45 757 67 632 86 366

6.6% 7.4% 9.2% 13.1% 13.2% 13.4%

6.6% 11.4% 10.2% 13.4% -7.3% 15.4%

9 135 7 395 8 857 9 905 15 839 20 549

1.6% 1.3% 1.5% 1.5% 2.1% 2.3%

-3.2% -3.9% 5.2% 3.2% 11.4% 4.7%

0 0 0 0 0 0

89 873 94 744 117 047 132 585 129 360 130 500

89 873 94 744 117 047 132 585 129 360 130 500

0.9% 0.9% 1.0% 1.1% 1.0% 1.0%

1.2% 2.8% 3.4% 0.9% -3.6% 3.4%
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