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ECONOMIC IMPACT ASSESSMENT OF THE
AIDC EASTERN CAPE
This report seeks to illustrate the economic impact of the AIDC EC various programmes, projects and
interventions throughout the Eastern Cape with the aim of quantifying the centre’s impacts on both the
automotive industry as well as the broader economy.
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EXECUTIVE SUMMARY
The Automotive Industry Development Centre Eastern Cape (AIDC EC) has, since its inception in 2003, served as
a centre of excellence for the Eastern Cape automotive industry. The centre aims to support national and
provincial government objectives in respect of improving the competitiveness of the local automotive industry.
The primary function of the AIDC EC is therefore to act as an implementing agency of national and provincial
government that provides subsidised technical and manufacturing related services to the automotive industry.
In pursuit of this function the AIDC EC has undertaken a number of initiatives aimed at stimulating sustainable
economic growth and job creation. These pursuits are intended as a means of reducing the high unemployment
levels and alleviating poverty and inequality in the Eastern Cape. These initiatives are linked to the AIDC EC three
key development focus areas namely: Supplier Development, Supply Chain Development, and Skills
Development and Training.
Through the AIDC EC’s continued efforts to promote and facilitate investment in worker wellness as well as the
development of automotive suppliers, supply chains and skill levels, the organisation effectivity contributes to
the competitiveness of the automotive industry. The importance of the automotive industry to the Eastern Cape
economy can be seen by the 23.7% contribution that the industry makes to the total value of the manufacturing
sector in the province. The automotive industry is equally important to the economies of the Nelson Mandela
Bay and Buffalo City Metros, where the automotive industry accounts for 38.7% and 26.5% respectively of the
manufacturing sectors output. It is therefore evident that there is a critical need to strengthen, and enhance the
competitiveness of the automotive industry in these areas.
The baseline socio-economic profile indicated that the populations of all the study areas was growing. This,
coupled with the high rates of unemployment, will necessitate the need for future economic opportunities so
as to sustain and satisfy the needs of communities. As this study has highlighted, the economic and social
contribution of the automotive industry does not only benefit people directly associated with the industry, but
also contributes to the overall economic performance of South Africa.
To ensure that the automotive industry has a positive economic contribution to the economies of the study area,
the AIDC EC supports the activities of OEMs as well as other key stakeholders through the activities of its SDD,
SCD, SDT and Wellness Departments. Although the budgetary allocation to the AIDC EC has declined, the
investment has still had a positive impact on the economy of the study areas.
Table 1: Total economic impact of all the AIDC EC departments’ activities in the 2013/2014 financial year

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 42 066 589
R 18 489 086
29
R 9 432 373

R 34 061 437
R 16 194 465
89
R 5 683 403

R 24 423 048
R 7 974 660
43
R 3 030 104

R 100 551 073
R 42 658 211
161
R 18 145 880

Source: Urban-Econ Calculations (2015)

All the projects undertaken by the various AIDC EC departments in the 2013/2014 financial year had an
estimated R 100.5 million impact on total production (i.e. new business sales). This had a leveraging effect on
the economy and added approximately R 42.6 million to GDP. The total expenditure of each of the AIDC EC
department’s created a total of 161 new employment opportunities in the broader economy which included
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the automotive industry. Through the activities
of the SDD Department approximately R 62
million in cost savings were generated for
participating businesses. This created and/or
sustained 901 jobs, and through the multiplier
effect a further 4 505 jobs.

Participants attending an AIDC EC training workshop





The increase in employment opportunities also
positively affected worker income, which in
turn enabled individuals and households to
improve their living standards and satisfying
their basic needs. Through its projects, the
AIDC EC effectively met its mission of:

Growing the automotive industry’s global competitiveness
Contributing to continuous economic growth and sustainable job creation
Supporting governments automotive related objectives

Using the economic impact results and the approximately R 17.5 million in revenue that the AIDC EC generated
in 2013/2014 (of which R 12.9 million was grant funding), the centre was able to generate R 5.73 in additional
production, R 2.43 in additional GDP and R 1.03 in additional income for every R 1.00 of revenue. If externally
generated revenue is excluded and only grant funding is considered these figures increase to R 7.77, R 3.30, and
R 1.40 for every R 1.00 of grant funding.
The development and improvement of skills within the automotive industry was also a key focus of the AIDC EC
in 2013/2014. In addition to providing accredited automotive training to 60 industry members, the AIDC EC’s
programmes assisted in training 100 engineering students in 2013/2014.
As part of the AIDC ECs application to the Jobs Fund, further training, benefitting 92 people, was undertaken. Of
this figure 93.5% were from previously disadvantaged groups (i.e. African, Coloured and Indian), while 26.1%
were female.
Overall, all the projects undertaken by the AIDC EC
were focused on enhancing the manufacturing
competiveness of the automotive industry thereby
contributing to a more efficient Eastern Cape
economy, higher investment, greater skills
development, improved wellness amongst both
automotive and agricultural workers, and
sustainable job creation.
The facilitation of investment across the AIDC EC’s
various departments assists in creating an enabling
environment for both the automotive industry and
the agricultural sector that will ensure
manufacturing competitiveness as well as higher
demand for automotive goods and services in the
local and export markets.
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INTRODUCTION
The Automotive Industry Development Centre Eastern Cape (AIDC EC) has, since its inception in 2003, served as
a centre of excellence for the Eastern Cape automotive industry. The centre aims to support national and
provincial government objectives in respect of improving the competitiveness of the local automotive industry.
The primary function of the AIDC EC is therefore to act as an implementing agency of national and provincial
government that provides subsidised technical and manufacturing related services to the automotive industry.
In pursuit of this function the AIDC EC has undertaken a number of initiatives aimed at stimulating sustainable
economic growth and job creation. These pursuits are intended as a means of reducing the high unemployment
levels and alleviating poverty and inequality in the Eastern Cape. These initiatives are linked to the AIDC EC three
key development focus areas namely: Supplier Development, Supply Chain Development, and Skills
Development and Training.
In order to establish how successful these initiatives are in meeting the AIDC EC’s mandate, the agency has
requested Urban-Econ Development Economists to undertake an economic impact assessment in which the
impact and contribution of the AIDC EC’s various projects and programmes are assessed.
This assessment focuses on determining how successful these initiatives are in terms of employment creation
and economic growth stimulation. There is also a strong focus on these initiatives linkages with other parts of
the automotive industry’s value chain, as well as how they can have broad, long reaching impacts on the entire
Eastern Cape economy.
In order to assess these initiatives impact on the broader provincial economy, the following report also seeks to
contextualise the economic environment in which the automotive industry operates. This is done in order to
obtain a better understanding of the growth trends that may affect the future development of the AIDC EC
initiatives. This is achieved through secondary research focusing on the statistical context of the provincial
economy.
Specific outcomes of this report are as follows:




A broad spectrum analysis of the Eastern Cape economy with specific focus on the Nelson Mandela Bay
Metro (NMBM) and the Buffalo City Metro (BCM)
A comprehensive assessment of the economic impact of the various initiatives undertaken by the AIDC
EC
An assessment of the direct, indirect and induced impact of these initiatives on the Eastern Cape
economy

1.1 SCOPE OF THE STUDY
The focus of this study is to determine the economic impact of the AIDC EC activities in the Eastern Cape. A
comparative analysis of previous economic years is undertaken to compare the findings with the current
economic impacts of the AIDC EC. The economic impact is measured in terms of the contribution that the AIDC
EC makes towards sustainable increases in total production, GDP, employment figures and skills development.
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1.2 METHODOLOGY
The following methodology was followed in order to achieve the above specified outcomes:
Figure 1.1: Project Methodology

ORIENTATION
Project orientation entails developing an in-depth understanding of the project and ensuring common
agreement between the client and the service provider. This step consists of clarifying the scope of the work
with the client, identifying project representatives to inform the project, and developing the assessment tools
(i.e. project information sheet). As part of this process initial engagements will also be held with the respective
AIDC EC project managers.
For the purpose of this report, the most critical tasks to be completed during this phase are:




Identifying the study area
Obtaining the required primary and secondary economic data
Acquiring project-specific data for the various AIDC EC projects and programmes

DEVELOPMENT CONTEXT
This steps sets out the development context in which the economic impact assessment will be undertaken. It
comprises the following parts:
1.
2.
3.
1.

Overview of the AIDC EC
Automotive Industry Overview
Baseline Socio-Economic Profile

Overview of the AIDC EC

This sub-section provides details of the AIDC EC’s mandate, strategic objectives and economic focus areas, as
well as the dynamics for selected projects that have been undertaken to date.
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2.

Automotive Industry Overview

This sub-section provides an overview of the automotive industry in the Eastern Cape in the context of both
national and international trends.
3.

Baseline Socio-Economic Profile

During this step, primary and secondary research was reviewed and considered in order to develop a high level
baseline socio-economic profile of the Eastern Cape, Nelson Mandela Bay Metro and the Buffalo City Metro. The
focus of this step is on identifying existing trends that are likely to influence the development of the automotive
industry. This information will be used in later stages to assist in assessing the quantitative impacts of the AIDC
EC. This profile will be developed by assessing the following factors:





Population and Household Dynamics
Labour Market
Economic Profile (Economic growth and structure)
Income and Expenditure

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

ECONOMIC IMPACT ASSESSMENT
Step 3 entails conducting the economic assessment using the Social Accounting Matrix (SAM) which will quantify
the impacts of the AIDC EC projects on the study area. The economic impact assessment assesses the direct,
indirect and induced effects on the GDP, production, employment and worker income and expenditure.
This step also entails relating the information presented in the baseline socio-economic profile to the results
from the impact assessment. Once the evaluation exercise has been completed, the implications (both positive
and negative) of the potential macroeconomic impacts are identified.

CONCLUSION AND RECOMMENDATIONS
The report concludes with a synopsis of the findings from the study as well as highlighting the quantitative and
qualitative impacts that arose from the AIDC EC’s projects on the development of the automotive industry in
the primary, secondary and tertiary study area.

1.3 STUDY AREA
This section introduces the study area, dividing it into three levels namely the primary, secondary and tertiary
areas.
The primary study area, delineated as the Nelson Mandela Bay and Buffalo City Metro’s, refers to the locality
where the immediate effects of the AIDC EC’s interventions are likely to be observed. The primary study area
includes the locations, which were affected directly by the activities of the AIDC EC.
The primary study area is located within the Eastern Cape Province which was delineated as a secondary study
area. For the delineation of the secondary study area, certain indirect impacts on the automotive industry were
considered. Since the automotive industry makes a major contribution to the Eastern Cape economy, it is
necessary to accurately quantify the economic impact of the AIDC developments on the provincial economy.
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Figure 1.2: Project study area

KING WILLIAMS TOWN

UITENHAGE

EAST LONDON

PORT ELIZABETH

The tertiary study area is delineated as the rest of South Africa. From an economic impact perspective, it includes
all impacts that have an influence on the country in terms of national GDP, employment, production and
household dynamics such as income and expenditure.

1.4 REPORT OUTLINE
The remainder of the report will be structured as follows:

DEVELOPMENT CONTEXT

02
PROVIDES AND EXAMINATION OF THE AIDC EC’S MANDATE AND STRATEGIC OBJECTIVES;
AN OVERVIEW OF THE AUTOMOTIVE INDUSTRY; KEY ECONOMIC AND SOCIO-ECONOMIC
CHARACTERISTICS OF THE STUDY AREAS THAT WILL ASSIST IN INTERPRETING AND
EVALUATING MACRO-ECONOMIC IMPACTS.

ECONOMIC IMPACT
ASSESSMENT

03
SETS OUT THE OUTCOMES OF THE ECONOMIC IMPACT ASSESSMENT FOR THE VARIOUS
AIDC EC SUPPORTED INITIATIVES, ANALYSING HOW THESE INITIATIVES INFLUENCE KEY
INDICATORS AS WELL AS THE PROVINCIAL AUTOMOTIVE INDUSTRY.

CONCLUSION

04
SUMMARISES THE OUTCOMES OF THE PREVIOUS CHAPTERS INCLUDING THE KEY
FINDINGS FROM THE ECONOMIC IMPACT ASSESSMENT.
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DEVELOPMENT CONTEXT
2.1 BACKGROUND AND ESTABLISHMENT OF THE AIDC EC
The Automotive Industry Development Centre Eastern Cape (AIDC EC) was established in 2003 as an
implementing agent of both the provincial and national government with the aim of facilitating and promoting
the growth of the automotive industry, particularly in the Eastern Cape.
The primary mandate of the AIDC EC is to improve the competitiveness of the automotive industry by providing
technical and engineering services to both assemblers and component manufactures operating in the industry.
In pursuit of this mandate the AIDC EC seeks to contribute towards national governments objectives of
supporting industrial and skills development; stimulating sustainable job creation and socio-economic activities;
and promoting economic growth.
To enhance the competitiveness of the automotive industry, the AIDC EC focuses on addressing the demand for
skilled workers, assisting lower tier component manufacturers in their operations, improving the automotive
industry’s export performance through facilitating the provision of logistics infrastructure, and lowering the cost
of doing business for automotive assemblers and component manufactures.
In order to achieve this mandate, the AIDC EC has to have the following:





A dedicated, professional team of experts
Government (national, provincial and local), industry and labour union support
Access to local and international partnering networks
Appropriate levels and stability of funding

As part of its operational activities, the AIDC EC has made a considerable contribution to both the regional and
national socio-economic landscape in the last several years. These contributions include:
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The provision of wellness management services to the employees of both automotive manufactures
and Original Equipment Manufacturers (OEM) particularly HIV & AIDS screening, blood pressure and
blood glucose testing as well as body mass index tests
Promoting the assessment and evaluation of the impact of the automotive industry’s activities on the
environment, eliminating waste, minimizing non-value adding operations, and reducing power demand
Improved export performance through the implementation of shopfloor programmes which aim at
increasing the international competitiveness of the local automotive industry and assisting smaller
suppliers in expanding their export market
The promotion of R&D by conducting research into more efficient supply chains and production
systems
Job creation through a range of initiatives such as the Supplier Development Programme and the
development of the Buffalo City Automotive Aftercare Incubator in Mdantsane
The promotion of skills development by means of implementing NQF aligned courses/degrees at
various FET colleges in the Eastern Cape; successful applications to the Jobs Fund to recruit and train
45 engineering graduates in world class manufacturing techniques; and training 1 537 people, mostly
on the shopfloor
The development of SMME’s through the provision of subsidised serves as well as the promotion of
collaboration between SMME’s and larger industry players
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Improving the access of historically disadvantaged individuals to infrastructure, skills development and
training
Lowering the cost of doing business through the introduction of TPM (Total Production Maintenance)
approach to local manufacturing
Raising local and foreign investment through the development of national logistics and supply chain
capabilities focusing specifically on the development of the ELIDZ Supplier Park and the Nelson Mandela
Bay Logistics Park
Improving industry wide processes through facilitating the flow of technological resources to the
automotive industry via the hosting of associations, fora, workgroups and committees

2.2 KEY FOCUS AREAS
In order to achieve its stated mandate, the AIDC EC provides support to the automotive industry through four
key focus areas:
1.
2.
3.
4.

Supplier Development
Supply Chain Development
Skills Development and Training
Wellness Management Workplace

2.2.1 SUPPLIER DEVELOPMENT
The Supplier Development Department (SDD) is one of the key focus areas of the AIDC EC and involves enterprise
development of not only the lower tier, but the entire supply chain of component manufactures and OEMs. The
SDD Department emphasises the need for component manufactures to develop, maintain and upgrade the
entire supply chain in order to ensure that local components adhere to the prescribed international standards.
This programme aims to develop and increase the local component content of vehicle manufactures.
The key projects/programmes undertaken by the SDD Department in 2013/2014 were:





TPM Cluster Project
PRIME programme for engineering talent development
Clearer Production Cluster
World class manufacturing and 6 Sigma Programme

2.2.2 SUPPLY CHAIN DEVELOPMENT
The competitive nature of the automotive industry means that both manufactures and component suppliers
have to focus on all parts of their business, optimising the use and effectiveness of their resources. Effective
Supply Chain Development (SCD) creates an opportunity achieve this through reducing costs, optimising
efficiencies and enhancing the competitiveness of the particularly business.
The SCD Department of the AIDC EC aims to implement programmes that improve the state of logistics in the
Eastern Cape for the benefit of the broader manufacturing sector. The focus of this department is on the
development of infrastructure solutions that speak directly to the priorities of the Eastern Cape as outlined in
the Provincial Growth and Development Strategy. This is achieved through strategic partnerships with
organisations such as the dti, IDZ’s, local municipalities, OEMs, component manufactures, and logistics service
providers.
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Key supply chain focus areas of the SCD Department are:







Strategic infrastructure development
Industry wide process improvements
Industry coloration
Incubation
Innovation
Localisation

The key projects/programmes undertaken by the SCD Department in 2013/2014 were:



Automotive Incubator in the Buffalo City Metro
Supervisory Training Programme

2.2.3 SKILLS DEVELOPMENT AND TRAINING
The focus of the AIDC EC’s Skills Development Training (SDT) Department is on the development of human
resources and capacity building through the education and training of individuals so as to address the skill needs
of the automotive industry. Improvements in the human resource capacity and overall skill levels of individuals
employed in the automotive industry has a positive, long term benefit on the overall competitiveness of the
industry. The AIDC EC therefore supports a range of sector specific interventions based on government’s skills
mandate, but at the same time also responds to the specific needs of the Eastern Cape automotive industry.
As part of this process the AIDC EC participates in the development and updating of education and training
curricula in tertiary and further education institutions so as to keep workers up-to-date with new and changing
manufacturing technologies. In achieving this the AIDC EC facilitates partnerships between industry, government
and academic institutions, which permits the organisation to draw upon global and regional knowledge networks
to share international best practises in the automotive industry.
The key projects/programmes undertaken by the SDT Department in 2013/2014 were:






Automotive Training for Suppliers and Learners
Student Mentoring Programme
Technological and Training Intervention at Newton Technical High School (undertaken in 2011/2012)
Automotive Experiential Career Development Programme (AECDP)
Cluster Skills Intervention

2.2.4 WELLNESS MANAGEMENT WORKPLACE PROGRAMME
The activities of the Wellness Management Workplace Programme, focus specifically on HIV & AIDS and other
lifestyle diseases, and seeks to provide workplace based wellness solutions to automotive OEMs, farmers
associations, private and public departments using international and national best practice models. Through its
activities, the AIDC EC seeks to be the preferred partner for large companies when developing company wellness
management programmes.
The objective of the programme is to facilitate the implementation of successful wellness management
programmes with a special focus on HIV & AIDS, and develop and strengthen the relevant network and support
structures within the industry.
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Specific aims of the programme include:






Establishing partnerships with organisations within the respective sectors, aimed at encouraging the
development and strengthening of wellness management programmes, with a special focus on HIV &
AIDS, within their supply chain
Offering companies the required support and mentoring so as to ensure that the Wellness Management
programme is sustained beyond the initial programme implementation
Contributing towards reducing the economic impact of HIV & AIDS and other health impacting factors
Developing and strengthening structures within businesses, which will encourage employee’s health
seeking behaviour.

The key projects undertaken by the Wellness Management Programme (which falls under the SDT Department)
in 2013/2014 were:




Automotive Wellness Management Programme
Agriculture Wellness Management Workplace Programme
Research and Development in HIV & AIDS and Wellness in the Workplace

2.3 AUTOMOTIVE INDUSTRY OVERVIEW
The automotive industry is one of the most important components of the South African manufacturing sector,
accounting for a significant portion of both total manufacturing output as well as employment. The automotive
industry also provides critical linkages to a range of tertiary sectors including financial, wholesale, retail and
business services. There are also a number of backward and forward linkages that connect the industry with the
engineering and tooling sub-sector, as well as metals, chemicals, electronics and capital goods.
Given the industries importance the South African government has implemented a number of support
programmes and incentive schemes to promote the development of the industry – most recently in the form of
the Automotive Production and Development Programme (APDP), which has replaced the South Africa’s Motor
Industry Development Plan.
The following sub-section seeks to provide an overview of the automotive industry in the Eastern Cape in the
context of both national and international trends.

2.3.1 INTERNATIONAL OVERVIEW
Globally, the automotive industry faces a range of challenges linked to changing customer preferences and
behaviour; increased environmental legislation governing CO2 emissions, the introduction of new technologies;
growing urbanisation; and greater globalisation. These changes have necessitated OEMs and other
manufacturers in the automotive supply chain to adapt their production and supply approach so as to address
these new needs.
Three of the biggest global trends that are likely to become more prominent over the next several years are:
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Changing manufacturing techniques, such as modularization, which permits manufactures to reduce
their costs and assembly times, and roll out new models in shorter time frames anywhere in the world.
Continuing urbanization of the world’s population which is placing excess strain on road infrastructure,
is likely to necessitate new car ownership models and the increased use of public transport systems
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BRICS increasing share of the global vehicle market, will require the automotive industry to establish
how best to expand into these markets while at the same time ensuring that they remain competitive
in developed countries

Given these trends it is forecasted that total global vehicle sales will increase by 5% in 2015. Purchases are likely
to be buoyed by strengthening labour markets, ongoing low short- and long-term interest rates and
expansionary monetary policy. Vehicle sales will also be positively impacted by greater household purchasing
power linked to the sharp decline in oil prices. Financial market conditions are also likely to remain supportive
of further gains and will likely improve once the volatility associated with the recent decline in global oil prices
begins to subside1.
It is expected that the demand for light vehicles will increase by over 25% between 2014 and 20202. Although
this increase in production is an opportunity for OEMs and component suppliers, the demand for automotive
goods and services is not anticipated to be stable and consistent around the world. This growth is likely to be
driven by the Chinese and North America markets with are anticipated to grow by 7% and 4% respectively in
20153.
Despite ongoing downgrades to the economic outlook across Western Europe, car sales rose by almost 3% in
2014. These vehicle purchases are however still 12% below the 2001 average, and 20% lower than 2007 peak.
There is however still considerable pent-up demand, and despite poor vehicle growth in major European vehicle
markets such as Spain and Italy, vehicle sales are forecasted to increase by 4% in 2015.
The race to produce cleaner, more efficient vehicles is likely to impact future developments in the automotive
industry. While the optimization of the traditional internal combustion engine remains the clear priority for
automotive companies in established manufacturing markets, OEMs from emerging manufacturing regions have
been more inclined to invest in alternate power technologies. This could signal a potential shift in technological
leadership over the next several years.
PricewaterhouseCoopers (PwC) undertakes an annual survey with 87 automotive Chief Executive Officer’s (CEO)
in 34 countries to gauge industry sentiment as well as to establish what strategies these CEO’s are pursing. For
the purpose of this report several outcomes of the 2015 survey are highlighted and expanded upon.
Figure 2.1 illustrates the level of confidence that CEO’s in the automotive industry have about their businesses
revenue growth prospects in the next twelve months. From Figure 2.1 it is evident that 38% of automotive CEO’s
in 2015 are very confident about their company’s growth prospects over the next twelve months. This is almost
10% lower than in 2014. Approximately 39% of automotive CEO’s say they are very confident in their industry’s
prospects for revenue growth over the next three years. The report attributes this to an increase in demographic
shifts as labour becomes more global.
The survey also highlighted several policy, economic and social threats that automotive CEO’s believe have the
potential to inhibit the future growth of their company’s4. These include:


1

Over-regulation by governments
An increase in the tax burden

SOURCE: Gomes, C. 2015. Scotiabank Global Auto Report. Available: http://www.gbm.scotiabank.com/English/bns_econ/bns_auto.pdf.

2

SOURCE: PricewaterhouseCoopers. 2014. Automotive M&A Insights: Mid-Year 2014. http://www.pwc.com/en_GX/gx/automotive/
publications/assets/pwc-auto-manda-insights-2014.pdf.
3
SOURCE: Gomes, C. 2015. Scotiabank Global Auto Report. Available: http://www.gbm.scotiabank.com/English/bns_econ/bns_auto.pdf
4

SOURCE: PricewaterhouseCoopers. 2015. An insight into PwC’s18th Annual Global CEO Survey. Available:
http://download.pwc.com/gx/ceo-survey/index.html.
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Governments response to fiscal deficit and debt burdens
Inadequate basic infrastructure

Figure 2.1: Automotive CEO’s confidence in revenue growth between 2013 and 2015
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Source: PricewaterhouseCoopers (2015)

To offset these threats, CEO’s operating in the automotive industry indicated that they are implementing a
number of strategies focusing on improving operational effectiveness, growing their customer base, enhancing
customer services and improving manufacturing capacity.

2.3.2 EMERGING MARKETS
The rise of emerging markets in the global economy, particularly the BRICS block, has been significant, especially
in the automotive industry. Based on the 2014 KPMG’s Global Automotive Executive Survey 44% of respondents
indicated that they were confident that China would sell two million cars overseas by 2016.
The potential of emerging markets is further reflected in the high proportion of automotive companies that are
planning on either beginning or increasing their investment in these markets, with China the first choice,
followed by India, Brazil and Russia.
BRICS automotive companies are also demonstrating their ambitious international expansion plans, and are
more likely than their more development automotive counterparts to raise their investment levels in major
emerging markets. This can be partly explained by the fact that BRICS automakers are starting from a lower base.
South Africa however has lost its position as the third most important market for ambitious BRICS automakers,
replaced by Russia and Brazil.

2.3.3 SOUTH AFRICAN OVERVIEW
The automotive industry in South Africa which comprises OEMs, component suppliers, raw material suppliers
and a network of service and support providers, is a critical component of the national economy. The following
section highlights some of the key trends in the industry over the last several years.
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2.3.3.1 Industry Performance and Trends
South African vehicle production showed positive growth in 2013 with a total vehicle output of 545 913 units
compared to 539 424 units in 2012. This translates into a growth rate of almost 1.2%. During this period there
was however a significant number of imported vehicles into South Africa which were valued at an estimated R
126.7 billion.
Total vehicle production in South Africa still remains below the peak attainted in 2006 when 587 719 vehicles
were manufactured. Although weak economic growth is being experienced in a number of developed countries
the prospects for the domestic automotive industry remains positive. Regardless of domestic prospects the
industry still faces a number of challenges at an international level that could affect production volumes. These
include:






Environmental sustainability: Global warming, carbon emissions, fossil fuel dependency and natural
resources depletion (i.e. peak oil)
The long term decline of the internal combustion engine
The emergence of a range of new technologies (electric, biofuel, fuel cells and hybrid)
Increased urbanisation particularly in the developed world resulting in the emergence of new
alternatives and developments in auto-mobility
The rise of Asia (China and India in particular) as a significant player in production and consumption of
vehicles in the global automotive industry

Figure 2.2: South African production of passenger and LCV vehicles
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The adverse impact of the 2008/2009 recession on the South African vehicle market are clearly evident in Figure
2.2 which shows the countries total production of passenger and Light Commercial Vehicles (LCV) between 1998
and 2013. Between the recession period total production of these two classes of vehicles, which accounted for
approximately 94.7% of South African total vehicle production in 2009, decreased by 32.8% year-on-year.
Production volumes however rebounded quickly, with total passenger and LCV vehicle production increasing by
26.8% year-on-year in 2010.
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Even when considering the impact of the recession, the South African vehicle production market has performed
well between 1998 and 2013, with total production of both passenger and LCV increasing year-on-year by an
average 5.2%. This growth was largely driven by the strong performance in the LCV market which grew year-onyear by an average 7.8% between 1998 and 2013. In 2014 the National Association of Automobile Manufactures
of South Africa (NAAMSA) projects that the production of passenger and LCV will increase by an estimated 8.2% 5.
This will be driven primarily by a 15.5% increase in the production of LCV’s.
Vehicle exports are likely to remain a function of the performance and direction of the global economy in 2014
and 2015. Emerging trends in the global economy suggest that there is likely to be a recovery in vehicle sales in
the United States as well as continued growth in Asia. The demand for LCV’s in African markets is also forecasted
to show above average growth in 2014 and 2015.
Although the South African automotive industry has shown positive growth over the period, it still remains a
small player on the global scale, producing only 0.6% of the world’s total vehicle output in 2013. This is still below
the over 1% global market share target set in the Motor Industry Development Programme (MIDP) to be
achieved by 2020.
Figure 2.3: South African sales of passenger and LCV vehicles
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Following four successive years of growth in South African new vehicle sales (2010 – 2013), 2014 saw a slight
year-on-year decline. This 0.7% decrease in domestic sales volumes was linked to several factors including the
two interest rate increases and above average new vehicle price inflation. This marginal decline in total sales
during 2014 compares to annual growth in total sales of 24.7 % year on year in 2010, 16.1% in 2011, 10.2% in
2012 and 2.9% in 20136.
At dealer level, 2014 was a particularly difficult year, despite attractive incentives and a strong contribution by
the car rental sector which accounted for an estimated 14.0% of new car sales during the year. Sales of heavy
and extra heavy commercial vehicles performed relatively well and recorded positive year on year gains. Industry
trading conditions in the new car and light commercial vehicle sectors remained intensely competitive.
5

SOURCE: Automotive Industry Export Council. 2014. South African Automotive Export Manual 2014.

6

SOURCE: NAAMSA. 2015. Comment on the December 2014 monthly sales, calendar 2014 New Vehicle Sales Statistics and comment on
prospects for 2015. Available: http://www.naamsa.co.za/flash/press.html.
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Preliminary estimates indicate that new vehicle related sales turnover grew by 9.0% during 2013, to reach about
R 224 billion for the year. New vehicle export sales were estimated to have added a further R 65 billion to total
Industry revenue in 2013.
Export sales in 2014 were negatively affected by a four week strike in the metal and engineering industry, with
an estimated net loss of 16 000 vehicles. Total exports in 2014 were therefore only 276 874 units, only marginally
higher than the 276 404 vehicles exported in 2013. Vehicle exports in 2014 still represented the third highest
annual industry export figure on record.
The outlook for 2015 remains weak with NAAMSA projecting only marginal domestic sales volume growth. These
projections are premised on South Africa attaining an economic growth rate of between 2.0% and 2.5% in 2015,
relative stability in industrial relations in the automotive industry, as well as prospects for moderating consumer
price inflation.
If these expectations are realised, total new domestic vehicle sales could increase by 3.4% in 2015. This would
represent a positive performance, given the relatively high sales base established in previous years.
Furthermore, vehicle demand by the car rental industry is expected to remain strong in 2015 driven by growth
in tourism and business travel.

2.3.3.2 Industry Composition
Of the 15 global OEM groups and companies that produce at least half a million vehicles annually, seven are
currently represented in South Africa automotive industry in the form of a production presence. These include:








BMW
Ford
General Motors (GM)
Mercedes Benz
Nissan/Renault
Toyota
Volkswagen

Most of the largest component companies in the world are represented in South Africa. In recent years, a
number of foreign suppliers have reinvested in South Africa directly or through licensing agreements with South
African companies. While this has benefited certain existing South African component suppliers, in several cases
it has resulted in local business being forced to close due to their inability to compete with internationally
sourced components.
Due to technical and licensing agreements between foreign and local companies it is difficult to obtain a
comprehensive indication of the number and type of component suppliers operating in South Africa. Pitot (2010)
however estimates that in 2009, South Africa had over 150 Tier 1 suppliers and more than 300 Tier 2 and 3
suppliers7. These component suppliers had an estimated turnover of R 69.7 billion in 2010 and employed
approximately 83 000 people in 2009. The export of automotive components generated a further R 82.2 billion
in revenue in 2010, 47.2% of which came from the manufacturing of catalytic convertors.

7
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Economic Impact Assessment

Automotive Industry Development Centre: Eastern Cape

2.3.4 EASTERN CAPE OVERVIEW
The automotive industry is one of the most important components of manufacturing sector in the Eastern Cape
accounting for a significant portion of both provincial GDP-R and employment. Currently the province
manufactures over 30% of South Africa’s total light vehicles destined for export, and accounts for 5% of its LCV
sales8. Original Equipment Manufacturers in the Eastern Cape are confined to three geographic areas namely
Port Elizabeth (NMBM), Uitenhage/Despatch (NMBM) and East London (Buffalo City Metro). Major OEMs
operating in these areas are:





Mercedes-Benz
General Motors
Volkswagen
Ford (production of engines for the domestic and international market)

Medium, heavy and extra heavy commercial vehicle and bus manufacturing companies also operate in the
Eastern Cape. These include:





FAW Trucks
General Motors/Isuzu
Mercedes-Benz
Volkswagen

According to NAAMSA, in 2010 Eastern Cape OEMs accounted for an estimated 37.6% of the total 28 128 South
African workers employed in the vehicle assembly industry. Major contributors to this employment were
Volkswagen SA (61.3%), Mercedes-Benz (19.8%) and General Motors (18.8%).
The Eastern Cape component industry, which is also centred around the aforementioned geographic areas,
comprises an estimated 100 manufacturers9. There are also estimated to be a further 1 500 companies in the
Eastern Cape that support or are involved in the automotive value chain. Employment in the component and
related industries in the Eastern Cape is estimated to be 30 00010.

2.3.4.1 Eastern Cape Automotive Industry Cluster (ECAIC)
Given the importance of the automotive industry to the Eastern Cape economy, the provincial government along
with other key role-players in the industry launched the Eastern Cape Automotive Industry Cluster (ECAIC) in
2012. The ECAIC, which is based on the lessons learnt from the 1997 Fish River Auto Sector Cluster, aims to put
in place interventions that deal with country and region specific constraints to competitiveness. Specific
objectives of the cluster are:






8

SOURCE: Automotive Industry Export Council. 2014. South African Automotive Export Manual 2014.

9

SOURCE: AIDC. 2014. State of the Automotive Industry 2014.
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Improvement in competitiveness (firm, region, cluster) of the Eastern Cape automotive industry
Ensuring growth in overall volumes and jobs
Ensuring that product quality meets world standards
Ensuring optimal benefit in terms of productivity improvements from the current national government
public investment programme in areas such as ports, road and rail
Optimal support to skills development for the industry
Ensuring economy-wide benefits from investments in technology by OEMs

SOURCE: ECDC. 2014. Automotive and Components.
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Ensuring transformation in the industry (localisation, BBBEE and diversification)

In order to address these objectives the ECAIC focuses on the following three key areas:





Logistics: This programme aims to reverse historical under-investment in logistics infrastructure
through optimising investment to ensure that it leads to improved efficiencies in the movement of
goods and services between the Eastern Cape and global markets.
Skills Development: Seeks to address the changing skills requirements in the automotive industry
which is moving away from unskilled/semi-skilled jobs to more high skilled/technical jobs.
Supplier development, localization and incubation: Aims to improve the performance of local
suppliers, through the creation of a platform with OEMs in which they can signal product requirements
in a manner that does not breach South Africa’s competition rules.

2.4 BASELINE SOCIO-ECONOMIC PROFILE
The following sub-section provides a brief outline of the socio-economic characteristics of the study areas. The
purpose of this process is to understand the dynamics of these areas so as to create a baseline against which the
impact of the AIDC EC interventions can be assessed. The sub-section will be reviewed under the following
headings:






Population
Household Numbers and Size
Education Levels
Employment Profile
Economic Profile

2.4.1 POPULATION
Population is one of a number of variables that affect the economy and subsequently economic development.
Understanding the population dynamics within an area is therefore critical when it comes to development as
population changes impact:




The demand for goods and services such as housing, water, sewerage and electricty
The need for certain types of infrastructure
The size of the labour force

It is therefore important to analyse the population dynamics so as to gain an accurate understanding of the
impact that the AIDC EC interventions will have. Table 2.1 below shows the total population, population growth
rates between 2005 and 2013, and the percentage share of total population for each of the study areas.
Table 2.1: Overview of the population structure of the study area in 2013
Average Population Growth Rate
South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

Population

Share of total population

2005 - 2013

2012 – 2013

51 836 958
6 901 350
1 111 767
785 330

13.3%
16.1%
11.4%

1.1%
0.4%
0.5%
0.7%

1.2%
0.5%
0.3%
0.8%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

15

Economic Impact Assessment

Automotive Industry Development Centre: Eastern Cape

From Table 2.1 it is evident that the Nelson Mandela Bay and Buffalo City Metro’s account for just under 30% of
the total population of the Eastern Cape. An analysis of the growth rates indicate that the total population
increased year-on-year, at a faster rate than the long term average. This was the case for all but the Nelson
Mandela Bay Metro, whose population increased by only 0.3%, compared to a long term average of 0.7%.
A review of the time series data suggests that following a declining average population growth rate between
2005 and 2011, the population of all the study areas has begun to increase. It should be noted that the average
population growth rates for the Eastern Cape, Nelson Mandela Bay Metro and Buffalo City Metro, are all well
below the national average.

2.4.2 HOUSEHOLD NUMBERS AND SIZE
The household growth rate as well as the number of households within a particular area serve as a metric by
which to assess the impact and magnitude of the AIDC EC’s projects. Households also have a direct bearing on
the production of the economy as their disposable income helps to determine the level of consumption of goods
and services. Table 2.2 illustrates the total number of households, growth rate and average household size for
the study area in 2013.
Table 2.2: Overview of the household structure of the study area in 2013
Average Household Growth Rate
South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

Households

Average Household Size

2005 - 2013

2012 – 2013

13 552 821
1 769 347
324 916
234 855

3.8
3.9
3.4
3.3

1.2%
0.5%
0.9%
0.4%

1.1%
1.0%
1.3%
1.3%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

The household growth rates show a similar trend to that of population, with a downward growth rate being
exhibited since 2008. The household growth rate in both the Nelson Mandela Bay Metro and Buffalo City Metro
between 2005 and 2013 was higher than both the provincial and national averages. This may suggest a growing
demand for goods and services by households in the metros.
The number of households in a given area is influenced by a number of different factors including culture,
traditions, education levels and income. In all four study areas however the absolute number of households has
increased since 2005, suggesting a growing population.

2.4.3 EDUCATION LEVELS
The level of education provision within a particular area is one of the main determinants when it comes to a
locations ability to achieve long term, positive economic growth. The provision of education alone however does
not ensure that this growth will occur. Equally important is ensuring that this education provision is of sufficient
quality to meet both the communities and the broader economy’s needs.
Economic research also shows that there is a positive relationship between educational attainment and
individual income, that is higher educational levels tend to result in higher individual incomes. Higher incomes
in turn drive greater consumption spending which has a positive impact on an areas overall economic growth.
Increased access to education also improves the ability of low income earners to access economic opportunities
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and thereby participate in the broader economy. Based on these factors, the level of education within a
particular area determines and enables:




Individual incomes
Labour productivity
Skills base and employability

Table 2.3 illustrates the educational attainment for the selected study areas.
Table 2.3: Level of educational attainment study area in 2013

No schooling
Some Primary
Completed Primary
Some Secondary
Completed Matric
Tertiary

South Africa

Eastern Cape

Nelson Mandela Bay Metro

Buffalo City Metro

10.6%
22.2%
5.4%
32.4%
20.8%
8.5%

12.4%
29.2%
6.6%
32.5%
13.5%
5.7%

6.7%
18.0%
5.2%
37.6%
23.5%
9.1%

8.1%
19.5%
5.5%
35.7%
20.8%
10.3%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

It is evident from Table 2.3 that the skill level of the population, as measured by educational attainment, is
significantly higher in the Nelson Mandela Bay and Buffalo City Metro’s than in the rest of the Eastern Cape.
Furthermore there has been an overall improvement in educational attainment since 2005 when only 7.7% of
the Nelson Mandela Bay population and 8.0% of the population of the Buffalo City Metro had attained some
form of tertiary qualification.

2.4.4 EMPLOYMENT PROFILE
The composition and characteristics of the labour force are an important indicator of the overall well-being of
an area. An individual’s employment status has a direct bearing on their income, which in turn effects how
effectively they can meet their basic needs. It is therefore important to analyse the employment and
unemployment rates in an area and what possible development impact they could have. For the purpose of this
sub-section, the following definitions are important:







Working Age Population: This includes all individuals between the ages of 15 and 64
Labour Force: Those in the working age population that are either employed or unemployed
Unemployed: Those people in the working age population who: did not work in the seven days prior to
the administration of the Quarterly Labour Force Survey; want to work and are available to start work
within two weeks of the administration of the Quarterly Labour Force Survey; and have taken active
steps to look for work or start some form of self-employment in the four weeks prior to the
administration of the Quarterly Labour Force Survey.
Unemployment Rate: The percentage of the total labour force that is unemployed but actively seeking
employment and willing to work.
Labour Force Participation Rate: This indicator measures the active portion of an economy’s labour
force. The participation rate refers to the number of people who are either employed or are actively
looking for work. The number of people who are no longer actively searching for work would not be
included in the participation rate.

Table 2.4 below illustrates the employment status within the Eastern Cape and the two metros for 2013.
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Table 2.4: Employment status for 2013 in the study area

Employed
Unemployed
Unemployment Rate
Labour Force Participation rate

South Africa

Eastern Cape

Nelson Mandela
Bay Metro

Buffalo City
Metro

14 864 327
4 886 047
24.7 %
59.3%

1 490 254
584 742
28.1%
48.9%

382 046
139 665
26.7%
62.6%

277 154
74 277
21.1%
61.0%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

The unemployment rate within the Eastern Cape, Nelson Mandela Bay Metro and Buffalo City Metro increased
marginally between 2012 and 2013, with the Nelson Mandela Bay Metro experiencing the greatest increase
(1.0%). Positively, the labour force participation rate in both the Nelson Mandela and Buffalo City Metro’s, is
significantly higher than the provincial figure. The high labour force participation rate in both these areas
suggests a positive economic growth which is attracting individuals to the respective metros. The increasing
unemployment rate however is an indication that further economic investment and employment creation is
necessary in all three study areas.
As seen in Table 2.4, over 20% of the labour force within each area is unemployed. Given the high unemployment
rate that characterises these areas, the AIDC EC should continue to focus on skills development and training
projects that create new employment opportunities for the existing automotive industry workers.
In order to better understand the specific employment dynamics within the automotive industry, the Standard
Industrial Classification (SIC) of all economic activities was used to delineate the automotive industry within
manufacturing sector. For the purpose of this analysis Division 29 (Manufacture of motor vehicles, trailers and
semi-trailers) of Section C (Manufacturing) was used to indicate the manufacturing of motor vehicles and related
activities. It should be noted that Division 29 includes the manufacturing of various parts and accessories
associated with the automotive industry including: vehicle bodies, brakes, gearboxes, axles, radiators, silencers,
exhaust pipes, catalytic converters, clutches, etc.
Table 2.5: Employment in the manufacturing of motor vehicles division for 2013 in the study area

South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

2005

2013

Absolute
Change

Average Annual Growth
Rate (205 -2013)

121 593
6 996
19 111
6 387

100 918
21 618
15 153
4 468

20 674
5 378
3 958
1 919

-2.3%
-2.7%
-2.9%
-4.4%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

Table 2.5 indicates that the number of people employed in the manufacturing of motor vehicles and associated
components has fallen sharply across all study areas since 2005. The majority of this decline in employment
occurred between 2007 and 2009, driven by the slowdown in the global economy. During this period,
employment in the manufacturing of motor vehicles declined by 4 552 in the Eastern Cape. Between 2007 and
2009 approximately 3 580 motor vehicle manufacturing jobs were lost in the Nelson Mandela Bay, with a further
1 148 lost in the Buffalo City Metro.
Over the 2010 to 2013 period however there was a steady recovery in employment, with an average annual
employment growth of 1.3% (Buffalo City Metro), 1.9% (Eastern Cape), and 1.9% (Nelson Mandela Bay Metro).
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This increase is likely an indication of increased investment in the automotive industry across the Eastern Cape
which resulted in the creation of new employment opportunities.
Although there has been an increase in employment in the automotive industry across the Eastern Cape, total
employment still remains well below the 2005 figure. The AIDC EC interventions, particularly those linked to the
attraction and facilitation of further investment, are therefore important as they will benefit employment
creation, and over time, increase the contribution of the sector to national and provincial employment figures.

2.4.5 ECONOMIC PROFILE
The following sub-section explores the general economic conditions in the Nelson Mandela Bay and Buffalo City
Metro’s in the context of the Eastern Cape. The intention of this assessment is to provide a high level economic
overview of both economies in order to contextualise the results of the economic impact assessment in the
subsequent chapter. The present state of the various economic sectors that comprise the relevant economies
will also be discussed in order to understand the dominant features by which these areas are characterised.

2.4.5.1 Economic Growth
Economic growth refers to the increase in the market value of goods and services produced by a particular
economy over time. This economic growth is measured as the percentage increase in the real gross domestic
product, or real GDP. An increase in the GDP growth is driven by a range of factors some of which include
technology change, more efficient use of inputs, growth in the capital stock, and improvements in the quality
and level of education of the workforce. The increased focus on sustainable development in recent years has
also led to the inclusion of aspects such as the use of environmentally sound processes into the economic growth
model. Table 2.6 illustrates the nominal GDP value (in millions of Rand) for various study areas.
Table 2.6: Production and nominal GDP per study area in 2013
Production (R, million)

South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

Nominal GDP (R, millions)

2013

Average Annual
Growth Rate
(2005 -2013)

2013

Average Annual
Growth Rate
(2005 -2013)

R 7 044 152
R 547 372
R 176 213
R 111 520

3.1%
2.9%
0.2%
2.1%

R 3 080 513
R 232 460
R 68 036
R 48 363

3.0%
2.9%
0.5%
2.5%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

The Eastern Cape’s nominal GDP was approximately R 232.4 billion in 2013, a 7.7% increase from the 2012 figure.
Although the provincial economy grew in real terms, the Eastern Cape’s overall share of national GDP declined
by 0.3% to 7.5% between 2005 and 2013. Over the 2005 to 2013 period the Eastern Cape economy
underperformed the national growth rate, growing by only 2.9% compared to a national growth rate of 3.0%
over the same period.
The Nelson Mandela Bay and Buffalo City Metro’s account for approximately 50.1% of the total GDP of the
Eastern Cape in 2013 which equates to R 116.3 billion (nominal 2013 prices). The Nelson Mandela Bay Metro’s
economy is however larger than that of the Buffalo City Metro, generating R 68.0 billion (29.3%) of the above
production in 2013. This makes the Nelson Mandela Bay Metro the largest economy in the province.
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Figure 2.4: GDP Growth rate per study area
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From 2005, the four study areas have generally shown a similar GDP growth pattern. Although similar to the
other areas trends, the Nelson Mandela Bay Metro’s GDP growth rate has been notably lower than the other
areas. From 2007 to 2009, the Nelson Mandela Bay Metro’s GDP declined by more than the national and
provincial GDP, suggesting that the metro was more adversely affected by the global financial crisis than the
other areas. Since 2009 the GDP of all four study areas has recovered significantly although the growth rates are
still well below those recorded between 2005 and 2007. Economic growth in both the Nelson Mandela Bay and
Buffalo City Metro’s has lagged behind the provincial and national figures throughout the period. This suggests
the need for further investment in order to strengthen the local economies.
The recovery in GDP in recent years is an encouraging sign, as a growing GDP growth rate indicates that the
economy has the potential to sustain further investment. The AIDC EC should therefore continue its investment
attraction and facilitation activities as these are likely to further improve the economic growth prospects of the
province as well as the two metros.

2.4.5.2 Economic Structure
In order to identify an areas strengthens and weaknesses it is necessary to understand the economic structure
of the economy. This knowledge assists investors in making informed decisions about which sectors to invest in
as well as empowering policy makers to decide on which sectors are best to target for interventions. Knowledge
of the economic structure of the economy can also assist in determining the economic impact resulting from
investments and expenditure in specific sectors. Figure 2.5 illustrates the contribution of each economic sector
in the Eastern Cape economy, while Table 2.7 illustrates the economic structure of each of the respective study
areas.
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Figure 2.5: Eastern Cape real GDP sectoral contribution, 2013
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Table 2.7: Percentage share of total real GDP per economic sector in 2013

PRIMARY
Agriculture
Mining
SECONDARY
Manufacturing
Non-automotive manufacturing
Automotive Manufacturing
Electricity and Water
TERTIARY
Trade
Transport & Communication
Finance and Business Services
Community Services
General Government

South Africa

Eastern Cape

Nelson Mandela
Bay Metro

Buffalo City
Metro

2.4%
5.5%

2.0%
0.1%

0.5%
0.1%

0.7%
0.1%

16.5%
90.3%
9.7%
1.9%

16.9%
76.3%
23.7%
0.9%

23.7%
61.3%
38.7%
1.0%

14.9%
73.5%
26.5%
1.0%

3.4%
14.0%
10.1%
24.9%
6.1%

2.6%
13.9%
8.8%
23.4%
10.4%

2.7%
12.2%
11.7%
24.4%
8.5%

2.5%
12.1%
9.0%
25.1%
10.3%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

Table 2.7 clearly illustrates that the majority of economic activity across all four study areas occurs in the tertiary
sectors. On average 75% of the total GDP of each study area is derived from tertiary activities, with a further
22% of GDP derived from secondary activities. The importance of the automotive industry to the manufacturing
sector of the Eastern Cape and the two metro is clearly highlighted in Table 2.7. Automotive manufacturing
across the Eastern Cape and two metros accounts for an average of nearly 30% of total manufacturing GDP. The
Nelson Mandela Bay Metro is however significantly more dependent on the automotive industry, with the
industry accounting for 38.7% of total manufacturing GDP.
In order to establish the relative strength of the automotive industry, the average contribution of the industry
to the greater manufacturing sector was considered between 2005 and 2013 (see Table 2.8). From Table 2.8 it
is evident that the contribution of the automotive industry to the national manufacturing sector in 2013 is
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significantly lower (9.7%) than the Eastern Cape (23.7%), Nelson Mandela Bay Metro (38.7%) or the Buffalo City
Metro (26.5%).
Table 2.8: Contribution of automotive manufacturing to the greater manufacturing sector

South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

2005

2009

2013

9.1%
25.5%
35.0%
24.7%

9.2%
22.8%
36.5%
25.0%

9.7%
23.7%
38.7%
26.5%

Source: Urban-Econ calculations based on Quantec Standardised Regional (2015)

When analysing the sectoral contribution over time, it was evident that the automotive industry’s share of total
provincial manufacturing output exhibited a downward trend between 2005 and 2009, before increasing
marginally between 2009 and 2013. The overall trend however remains downward as the manufacturing base
begins to diversify. In contrast the automotive industry’s share of total manufacturing output in both metros has
climbed steadily between 2005 and 2009. Although both metros exhibited a slight dip in 2009, the overall
sectoral contribution shows an upward trend. This could be problematic as both metro’s manufacturing sectors
become overly dependent on the automotive industry.

2.4.6 INCOME AND EXPENDITURE
As income is the means by which people are able to meet their basic needs, it is important to have an
understanding of the income trends within an area. Furthermore, increases in income have a positive impact on
the standard of living of individuals, households and communities in an area. There is also a direct link between
household expenditure and economic growth as greater demand for goods and services (i.e. increased
household expenditure), results in increased production and subsequently a change in the size of the economy.
Increases in disposable income coupled with a low interest rate environment stimulates an increase in the
consumption expenditure of households, particularly on durable and semi-durable goods (e.g. transport
equipment and related transport expenditure). This in turn has a positive impact on the economy of the country.
To analyse the average amount of income available to people, the weighted average household income for each
of the study areas is calculated (see Table 2.9). This average weighted household income is defined as the
combined income of all members of a household, the determination of which includes:




Labour remuneration
Income from property
Transfers from government (including pensions)

Table 2.9: Weighted average annual household income

South Africa
Eastern Cape
Nelson Mandela Bay Metro
Buffalo City Metro

2011

201311

R 110 254
R 69 634
R 113 474
R 104 384

R 123 064
R 77 725
R 126 659
R 116 512

Source: Urban-Econ calculations based on Census 2011 (2015)
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Results from the 2011 Census have been adjusted by inflation to reflect 2013 prices.
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Table 2.9 shows the average annual household income for each respective area in both 2011 and 2013. The
Nelson Mandela Bay and Buffalo City Metros both have significantly higher average household incomes than the
provincial average, with the average household income of the Nelson Mandela Bay Metro exceeding the national
average by 2.9%. This is likely attributable to the greater concentration of economic activity in the metros
relative to the rest of South Africa.
As a number of the projects undertaken by the AIDC EC are situated in the Nelson Mandela Bay and Buffalo City
Metro’s the direct impact on income will likely occur in these two areas. It is therefore beneficial to consider the
household income distribution within each of the two metros (see Figure 2.6).
Figure 2.6: Annual household income distribution in the Nelson Mandela Bay and Buffalo City Metro’s
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Figure 2.6 shows that approximately 41.6% of households in the Nelson Mandela Bay Metro and 47.2%
households in the Buffalo City Metro earned less than R 19 200 per annum (R 1 600 per month) in 2011. These
households are therefore classified as indigent (i.e. unable to access basic services) and in need of some form of
state support. Although the proportion of households earning below R 1 600 per month varies across the two
metros the fact that this rate is above 40% suggests a relatively high rate of poverty and a significant demand
for additional income sources in the two areas.
The large proportion of people that receive very little or no income is an indication of the need to increase the
degree of economic activity within the respective areas. This increase in economic activity will in turn have a
positive impact on job creation. Higher employment levels within the study areas will also positively impact
worker incomes, and improve living standards. The AIDC EC’s continued investment in human capital through
projects that stimulate job creation, increases incomes within the study areas and helps in addressing income
inequality.
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2.4.7 SYNTHESIS
The review of the performance of the international automotive industry suggests that global vehicle sales are
likely to increase by 5% in 2015 buoyed by strengthening labour markets, ongoing low short- and long-term
interest rates and expansionary monetary policy. It is expected that the demand for light vehicles will increase
by over 25% between 2014 and 202012. Although this increase in production presents an opportunity for OEMs
and component suppliers, the demand for automotive goods and services is not anticipated to be stable and
consistent around the world. This growth is likely to be driven by the Chinese and North America markets.
According to the PwC Global CEO Survey, 75% of CEO’s in the automotive industry are confident about the
prospects for their businesses revenue growth. They attribute this increase in revenue to increases in
demographic shifts and labour becoming more global.
The PwC survey highlighted several policy, economic and social threats that automotive CEO’s believed would
have the potential to inhibit the future growth of their companies. These include:





Over-regulation by governments
An increase in the tax burden
Governments response to fiscal deficit and debt burdens
Inadequate basic infrastructure

To offset these threats, CEO’s operating in the automotive industry indicated that they are implementing a
number of strategies focusing on improving operational effectiveness, growing their customer base, enhancing
customer services and improving manufacturing capacity.
Domestically, NAAMSA’s outlook for 2015 remains weak with only a marginal 3.4% vehicle sales growth
projected for the year. This would represent a positive performance, given the relatively high sales base
established in previous years. Furthermore, vehicle demand by the car rental industry is expected to remain
strong in 2015 driven by growth in tourism and business travel.
The demographic, labour and economic structure of the respective study areas contextualised the locations in
which the economic impacts of the AIDC EC’s projects are likely to occur. The growing population and household
figures across the study areas, suggests that there is likely to be an increase in the demand for goods and
services. This in turn will stimulate both production and GDP growth. The efficiency and productivity of an
industry is dependent on both the skills profile and the level of education of the potential labour force. The
baseline profile reveals that the average level of education of the labour force in the two metros is higher than
both the provincial and national figures. Together with the skills development programme of the AIDC EC, the
high number of educated people in the two metros will help to improve the productivity and efficiency of the
Eastern Cape automotive industry. Improvements in the overall productivity of the labour force is also likely to
have a positive impact on the broader economy as other industries will be able to access high skilled individuals.
The critical role that the automotive industry plays in the economic output of the two metros as well as the
Eastern Cape has been clearly highlighted. It is therefore imperative that interventions that strengthen this
industry are undertaken to ensure the ongoing sustainability of the industry.

12

SOURCE: PricewaterhouseCoopers. 2014. Automotive M&A Insights: Mid-Year 2014. http://www.pwc.com/en_GX/gx/automotive/
publications/assets/pwc-auto-manda-insights-2014.pdf.
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ECONOMIC IMPACT ANALYSIS
Economic impacts can be defined as the effects (positive or negative) on the level of economic activity in a given
study area(s). The net economic impact is usually measured as the expansion or contraction of a study area’s
economy, resulting from the changes in the opening, closing, expansion or contraction of a facility, project or
program. In short, economic impacts refer to the effect on the level of economic activity in a given area as a
result of some form of external intervention in the economy.
The following chapter will define economic impacts in terms of the following headings, before indicating the
economic impacts of the AIDC EC various projects:




Impact Assessment Model
Temporal Nature of Economic Impacts
Measuring Economic Impact

3.1 IMPACT ASSESSMENT MODEL
An economic impact assessment examines the effects of an external intervention on the level of economic
activity and the welfare of households in a given study area. The assessment considers not only the direct impact
of the intervention but also the indirect and induced impacts relating to wider economic growth and
development.
The relationship between the capital and operational expenditure of a particularly intervention and the direct,
indirect and induced impacts of this expenditure is illustrated in Figure 3.1.
Figure 3.1: Impact of capital investment and operational expenditure

The econometric model for the study was developed using the 2004 Eastern Cape Social Accounting Matrix
(SAM) updated to 2014 figures. The SAM is a comprehensive, economy-wide database that contains information
about the flow of resources that takes place between different economic agents in the provincial economy.
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The modelling exercise for the selected AIDC EC projects was completed in light of the following assumptions:








The capital and operational expenditure figures reflect the real situation accurately enough for the
purpose of the economic impact assessment
Production activities in the economy are grouped into 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 projection period
One employment opportunity is the equivalent of one person employed for one year

3.2 TEMPORAL NATURE OF IMPACTS
All projects and interventions have two basic types of investments namely: capital expenditure and operational
expenditure.
An initial capital investment/expenditure can take the form of either a greenfield development (i.e. new
construction project on vacant land) or brownfield development (i.e. a modification of an existing structure and
there is an annual investment made to maintain/operate the investment). The economic impacts created by a
capital investment (CAPEX) are once-off impacts that will occur for the duration of construction phase of the
project. Thus economic impacts associated with the construction phase are not sustainable economic impacts.
Operational economic impacts, unlike capital expenditure economic impacts are sustainable and are likely to
occur over the full duration of the project. These impacts are therefore calculated as an annual impact based on
operational expenditure (OPEX) for a given year.
It is important to note that because of this temporal nature CAPEX and OPEX impacts cannot be added together
to determine the ‘total’ economic impact.

3.3 MEASURING ECONOMIC IMPACTS
As outlined in Figure 3.1, an economic impact assessment considers three different types of economic impact,
namely direct, indirect and induced. These levels of impact are defined as follows:
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1.

Direct impacts: These occur when a business creates new jobs and procures the goods and services
needed to develop and operate. Direct impacts result in an increase in job creation, production,
business sales, and household income.

2.

Indirect impacts: These occur when the suppliers of goods and services to a new business or facility
experience larger markets and the potential to expand. Indirect impacts result in an increase in job
creation, Gross Domestic Product (GDP) and household income.

3.

Induced impacts: These impacts represent further shifts in spending on food, clothing, shelter and
other consumer goods and services as a consequence of the change in workers payroll of directly and
indirectly affected businesses. This leads to further business growth throughout the local economy.
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Each of these impacts are measured for a specific stage in the project lifecycle. Typically two phases are subject
to assessment, the construction or capital investment phase and the operational phase. The impacts that occur
in the construction phase are more immediate (i.e. short-term) while those that occur as a result of
operationalisation generally accrue over the full life-time of the project. The current study is concerned with
both of these phases.
The impact of a projects CAPEX and OPEX is measured according to the following economic indicators:
1.

Production/Business Sales: 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 (i.e. business sales).
The economic impact assessment will measure the change in the level of production that has resulted
from the project.

2.

Gross Domestic Product (GDP): Gross Domestic Product refers to the market value of all final goods
and services produced within a country in a given period of time. More specifically, the current study
measures the impact of the various projects on the entire South African economy.

3.

Employment: Employment opportunities created refers to one person employed for one year. For the
purpose of this study any part time work is therefore not counted as an individual employment
opportunity but is instead combined to calculate the total number of jobs created in one year.

4.

Income generated: The income generated by the project refers to the salaries and wages earned by
the labour force employed in the project as well as the suppliers of goods and services.

3.4 PROJECT OVERVIEW AND IMPACT ANALYSIS RESULTS
This section outlines the economic impact of the projects undertaken by the various AIDC EC departments during
the 2013/2014 financial year. As part of this assessment process the total economic impact of each of the
departments is indicated. In addition, the economic impact of key projects undertaken by each of the respective
AIDC EC departments was also determined.
It should be noted that the economic impact for specific departmental projects represents only a sample of
the total projects undertaken by the department. The total economic impact of the respective department
will therefore not necessarily equal the sum of the various project impacts listed. Key profiled projects per
department were identified through engagement sessions with the respective department’s project manager.

3.4.1 SUPPLIER DEVELOPMENT DEPARTMENT OVERVIEW AND IMPACT ANALYSIS
The SDD Department through its various projects seeks to increase the competiveness of businesses operating
in the automotive industry while at the same time reducing value chain inefficiencies. The projects undertaken
by this department aim to create a competitive environment for automotive suppliers through equipment
optimisation by means of the Zero Breakdowns, Zero Failures and Zero Defects concepts.
Key performance indicators for the various projects undertaken by the SDD Department are to:
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Reduce raw material, work in progress and finished goods value in targeted businesses
Reduce downtime, increase machine utilization and reduce the number of changes required
Lower the cost of manufacturing through reducing overheads, material usage and labour costs
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Improve quality control through scrap reduction and control
Achieve quality accreditations and awards through increasing overall Lean awareness and ratings

3.4.1.1 Total Impact of the Supplier Development Department
The impacts of projects undertaken by the SDD Department were mainly in the manufacturing and business
services sectors. The expenditure on these projects resulted in large direct impacts on manufacturing; increased
production; and also had an indirect and induced effect on GDP, employment and individual incomes. Table 3.1
illustrates the total impact of the SDD Department on these indicators for the 2013/2014 financial year.
Table 3.1: Total economic impact of the Supplier Development Department in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 26 030 786
R 10 930 631
10
R 4 992 834

R 24 777 491
R 10 428 589
56
R 3 533 300

R 12 315 023
R 4 654 047
26
R 1 768 350

R 63 123 300
R 26 013 267
92
R 10 294 483

Source: Urban-Econ Calculations (2015)

The total impact on domestic production due to the projects undertaken by the SDD Department was
approximately R 63.1 million. The total impact comprised direct impacts of approximately R 26.0 million, with a
further R 24.7 million in indirect production generated in other industries that supply goods and services to the
projects undertaken by the SDD Department. The induced production impact on the economy was
approximately R 12.3 million. The positive impact on production due to expenditure by the SDD Department
contributed to a positive estimated direct impact on GDP of R 4.9 million. This in turn led to a further indirect
impact of approximately R 10.4 million on GDP. Together with the induced impact of approximately R 4.6 million,
the total impact on GDP was estimated at R 26.0 million.
In total, the expenditure on projects undertaken by the SDD Department assisted in creating 10 direct
employment opportunities, with a further 82 indirect and induced employment opportunities created across
the South African economy. The majority of these employment opportunities were in the manufacturing sector.
The total income generated by employment opportunities created by the projects undertaken was
R 10.2 million. This consisted of a R 4.9 million direct impact and an indirect and induced impact of R 5.3 million.

3.4.1.2 Total Production Maintenance Programme
The Total Production Maintenance (TPM) Programme is an internationally designed approach to manufacturing
that focuses on ensuring plant and machine efficiency that targets an 80% reduction in machine stoppages.
The TPM approach is centred on a partnership with machine operators in a plant, to ensure that the machines
in the plant operate at maximum capacity for the duration of their lifespan. This partnership ensures that
stoppage time is significantly reduced and efficiency and cost effectiveness is increased. The TPM approach also
greatly reduces the likelihood of a line stoppage which could result in significant losses in productive time,
rejects, cost and delivery issues, especially when this delivery is just-in-time to a supplier or OEM.
The AIDC EC budget allocated to the TPM programme in the 2013/2014 financial year was R 1.6 million, with a
further industry contribution of R 454 210, taking total funding to R 2.1 million.
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Table 3.2: Total economic impact of the Total Production Maintenance Programme in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 2 140 786
R 898 941
10
R 4 992 834

R 2 037 714
R 857 653
5
R 3 533 300

R 1 012 794
R 382 751
2
R 1 768 350

R 5 191 295
R 2 139 345
17
R 10 294 483

Source: Urban-Econ Calculations (2015)

The total impact of R 5.1 million on domestic production as a result of the TPM programme consisted of a direct
impact of R 2.1 million, an indirect impact of R 2.0 million in economic sectors supplying inputs to the
programme, and an induced impact of R 1.0 million in other sectors of the economy.
The increase in production as a result of the project also had a direct, indirect and induced impact on GDP. The
R 898 941 of direct impact on GDP, in turn created an indirect and induced impact on the GDP of South Africa of
R 857 653 and R 382 751 respectively. The cumulative impact of the TPM Programme on national GDP was
R 2.1 million in the 2013/2014 financial year.
The activities of the TPM programme also contributed to employment, creating approximately 17 job
opportunities as a result of the direct, indirect and induced effects. A total contribution of R 10.2 million was
made to income as a result of these employment opportunities, with an direct impact of R 4.9 million and a
smaller indirect and induced impact of R 3.5 million and R 1.7 million respectively.

ADDITIONAL IMPACTS ASSOCIATED WITH THE TOTAL PRODUCTION MAINTENANCE PROGRAMME
Over and above the increases in production, GDP, income and job opportunities as outlined above, the TPM
programme led to R 9.5 million in actual and planned savings for businesses participating in the programme.
These business savings created and/or sustained approximately 163 jobs13. Using the CAR Automotive
Multiplier, a further 815 indirect jobs were supported through these 163 jobs.

3.4.1.3 PRIME Programme for Engineering Talent Development
The PRIME Programme is a talent and learning project that seeks to promote the development of engineers in
key areas such as Programmable Logic Controllers (PLCs), AutoCAD Design, Six Sigma Green/Black Belt. The
PRIME programmes link with the TPM, World Class Manufacturing and Six Sigma programmes, is particularly
important as it provides engineers trained through the programme with a means of practically applying their
new skills.
The total funding allocation to the PRIME Programme for Engineering and Talent Development in the 2013/2014
financial year was R 13.3 million. The impacts of this allocation are reflected in Table 3.3.
The expenditure on the PRIME Programme had a direct impact of roughly R 13.4 million on production. This led
to a further indirect and induced impact of R 12.6 million and R 6.3 million respectively. This impact on
production had a spill over effect on GDP, creating a direct contribution to national GDP of R 5.6 million, an
indirect impact of R 5.3 million in economic sectors supplying inputs to the programme, and an induced impact
of R 2.3 million.
13

Jobs created/sustained was calculated by the AIDC EC SDD Department as a function of the standard wage rate (estimated at R 50 000
per worker, per annum) against bottom line savings.
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Table 3.3: Total economic impact of the PRIME Programme for Engineering Talent Development in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 13 340 000
R 5 601 622
10
R 2 558 678

R 12 697 724
R 5 344 340
29
R 1 810 711

R 6 311 081
R 2 385 060
13
R 906 226

R 32 348 805
R 13 331 022
52
R 5 275 615

Source: Urban-Econ Calculations (2015)

Expenditure by the PRIME Programme helped to create job opportunities throughout the economy. Based on
the outcomes of the economic impact assessment it is estimated that approximately 10 job opportunities were
created as a direct result of the programme. A further 29 and 13 jobs respectively were created as a result of
the indirect and induced effects.
These job opportunities in turn had a direct, indirect and induced impact on individual incomes. It was calculated
that the total impact on individual income as a result of the programme was R 5.2 million, of which 48.5% was
as a direct result of the programmes expenditure.

ADDITIONAL IMPACTS ASSOCIATED WITH THE PRIME PROGRAMME FOR ENGINEERING TALENT
DEVELOPMENT
As in the case of the TPM programme, the PRIME Programme for Engineering Talent Development helped to
contribute towards actual and planned savings for participating businesses. The SDD Department indicated
that as a result of the programmes activities, participating businesses were able to realise an actual saving of
R 4.3 million. A further R 12.7 million in planned savings is awaiting implementation. Through these savings
participating businesses were able to create and/or sustained approximately 96 jobs14 and a further 480
indirect jobs across the automotive industry.
Other key achievements of the PRIME Programme for Engineering Talent Development in the 2013/2014
financial year were:




Phase 1 has seen the successful training of 45 engineers and the permanent place of 34 of these
participants to date. Training is busy being undertaken of next phase of 45 candidates.
Uptake of engineering into the Cleaner Production Cluster for the automotive energy optimisation
targets
Local content development through increased supplier competitiveness

3.4.1.4 Cleaner Production Programme
Currently energy costs are among the top three factors listed as affecting the competitiveness of all South African
firms. Furthermore rising energy costs, as well as an uncertain electricity supply, necessitated the establishment
of the Cleaner Production programme by the AIDC EC. The programme, which is headed by mechatronics
specialists and industrial engineers with experience in energy management systems, employs Lean and Six Sigma
tools in conjunction with expert energy consultants to map energy usage within a business. Following this
mapping exercise new and/or refined practises and procedures that optimise the use of energy through the use
of energy efficient technologies are implemented. This programme has the added benefit of reducing the power
demanded from the national grid.
14
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In the 2013/2014 approximately R 274 000 was allocated by the SDD Department for the Cleaner Production
Programme with a further R 276 000 contributed by the industry for a total of R 550 000. Table 3.4 illustrates
the economic impact of this expenditure.
Table 3.4: Total economic impact of the Cleaner Production Programme in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 550 000
R 230 951
10
R 105 493

R 523 519
R 220 344
1
R 74 654

R 260 202
R 98 335
1
R 37 363

R 1 333 721
R 549 630
12
R 217 510

Source: Urban-Econ Calculations (2015)

The implementation of the Cleaner Production Programme led to a total impact on domestic production of
approximately R 1.3 million, which consisted of a direct contribution of R 550 000, an indirect contribution of
R 523 519 in economic activities providing inputs to the programmes and an induced impact of R 260 202
through consumer goods and services. As a result of the programmes activities national GDP received a direct
impact of R 230 951, with indirect and induced impacts totalling R 220 344 and R 98 335 respectively.
The increase in production and GDP resulted in the creation of an estimated 12 job opportunities, two of which
were as a result of the indirect and induced effects of the programme. The total contribution that the project
expenditure had on income was estimated at R 217 510. Approximately 48.5% of this was as a result of direct
impacts, while the remaining 51.5% was attributable to the indirect and induced effects.

ADDITIONAL IMPACTS ASSOCIATED WITH THE CLEANER PRODUCTION PROGRAMME
The AIDC EC’s R 274 000 contribution to the Cleaner Production Programme generated an estimated
R 460 000 in actual savings for participating businesses. This created and/or sustained 9 direct jobs15 as well
45 indirect jobs. Non-cluster activity under the Cleaner Production Programme (i.e. industry funded activities)
generated R 16.2 million in actual savings and created and/or sustained 325 direct jobs as well 1 625 indirect
jobs.

3.4.1.5 World Class Manufacturing and Six Sigma Programmes
Through the application of international level best practises, the AIDC EC implements a range of shopfloor Lean
manufacturing programmes for participating businesses. These programmes, which are facilitated by engineers
on-site at participating suppliers, utilise a combination of lean manufacturing software and the latest industry
techniques, and seek to enhance supplier competitiveness at all levels of the organisation.
The Six Sigma Programme in particular was identified by the AIDC EC as a key means by which participating
businesses could improve quality control and breakthrough process improvement. The programme follows the
DMAIC (Define, Measure, Analyse, Improve, and Control) approach and is intended to improve participating
businesses quality, cost, safety, and delivery performance. The AIDC EC, through the SDD Department, offers Six
Sigma interventions at a subsidised rate so as to build the competitiveness the automotive industry.

15
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A total of R 10 million funding was made available by the ECDC however this funding was not received by the
AIDC EC. The figures presented in Table 3.5 therefore do not represent the economic impact of funds
administered by the AIDC EC.
Table 3.5: Total economic impact of the World Class Manufacturing and Six Sigma Programmes in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 10 000 000
R 4 199 117
10
R 1 918 050

R 9 518 534
R 4 006 252
22
R 1 357 354

R 4 730 946
R 1 787 901
10
R 679 330

R 24 249 479
R 9 993 270
42
R 3 954 734

Source: Urban-Econ Calculations (2015)

The World Class Manufacturing and Six Sigma Programmes had a total domestic production impact of
approximately R 24.2 million during the 2013/2014 financial year. The total impact on production was made up
of a direct impact of R 10.0 million, with indirect and induced impacts on production of R 9.5 million and
R 4.7 million respectively. The total impact on production led to a R 4.1 million direct impact on GDP and an
indirect impact of R 4.0 million. The remainder of the total impact on GDP of R 9.9 million was contributed by
the induced GDP impact of R 1.7 million.
The expenditure incurred by the World Class Manufacturing and Six Sigma Programmes succeeded in creating
42 new job opportunities in sectors supplying inputs to the respective programmes and through the production
of consumer goods and services. These job opportunities resulted in additional income of R 3.9 million of which
R 1.9 million was as a direct result of the activities of the programme while the remaining 51.4% (R 2.0 million)
was from the indirect and induced effects.

ADDITIONAL IMPACTS ASSOCIATED WITH THE WORLD CLASS PRODUCTION AND SIX SIGMA
PROGRAMMES
To date the AIDC EC has facilitated the training of various suppliers across the Eastern Cape in Six Sigma,
resulting in a number of certifications. These trained engineers and manufacturing support staff saved
participating companies an estimated R 18.9 million (World Class Manufacturing) and R 12.7 million (Six
Sigma) in the 2013/2014 financial year with a further R 11.0 million in planned savings awaiting
implementation. These savings created and/or sustained 317 direct jobs16 as well 1 585 indirect jobs.
In addition to these savings, approximately 18 individuals received training in World Class Manufacturing and
Six Sigma Programmes in the 2013/2014 financial year.

3.4.2 SUPPLY CHAIN DEVELOPMENT DEPARTMENT OVERVIEW AND IMPACT ANALYSIS
Effective supply chain development is of critical importance to the automotive industry as it helps to reduce the
costs of doing business, optimises efficiencies and helps to ensure the global competiveness of the industry. The
SCD Department focuses on addressing a range of elements within the entire automotive supply chain, such as
the facilitation and development of strategic infrastructure, so as to ensure business sustainability and
competiveness.

16
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3.4.2.1 Total Impact of the Supply Chain Development Department
The majority of the expenditure incurred by the SCD Department was in the construction sector as well as the
real estate and business services sector. These activities resulted in direct, indirect and induced impacts in the
manufacturing sector as well as in the aforementioned economic sectors. Table 3.6 below gives a summary of
the impacts on the department’s projects undertaken in the 2013/2014 financial year.
Table 3.6: Total economic impact of the SCD Department in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 11 665 849
R 4 898 626
6
R 2 237 568

R 6 709 238
R 4 673 633
25
R 1 583 469

R 8 842 252
R 2 085 738
12
R 792 496

R 27 217 339
R 11 657 997
43
R 4 613 533

Source: Urban-Econ Calculations (2015)

During the 2013/2014 financial year the projects undertaken by the SCD Department had a total domestic
production impact of approximately R 27.2 million. The total impact on production was made up of a direct
impact of R 11.6 million, with indirect and induced impacts on production of R 6.7 million and R 8.8 million
respectively. This total impact on production resulted in an estimated direct impact of R 4.8 million on GDP and
an indirect and induced impact of R 4.6 million and R 2.0 million respectively.
The projects classified under the SCD Department contributed to creating an estimated 43 employment
opportunities. Of these employment opportunities approximately 6 were as a direct result of the activities of
the department, while the remaining 85.9% were attributable to the indirect and induced effects. These
employment opportunities helped to generate an additional R 4.6 million in income for effected households.

3.4.2.2 Supervisory Training Programme
This project was developed following an identified need by the automotive industry to up-skill their low to
middle managers and supervisory staff with a range of “soft skills”. As part of this project the AIDC EC provides
an accredited Supervisory Training Certificate in Management (NQF Level 3), certified by the United Nations
Organisation Development International to the automotive industry, particularly component suppliers.
This training programme is designed to empower learners to acquire knowledge, skills, attitudes, and values so
that they can operate successfully as junior managers and respond to the challenges of the prevailing
environment. By enhancing the skill levels of employees, companies operating in the automotive industry are
able to improve their overall competitiveness.
Approximately R 1.4 million was spent on this project in the 2013/2014 financial year of which 40.6% came from
the private sector by means of R 581 000 in matching funding.
The economic impacts of the supervisory programme are illustrated in Table 3.7. Using the SAM model it is
possible to establish the impact of the project on production, GDP, employment and income. The table
illustrated that the production impact of the project was R 3.3 million, R 1.4 million of which was as a direct
result of the project.
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Table 3.7: Total economic impact of the Supervisory Training Programme in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 1 431 000
R 600 894
6
R 274 473

R 822 994
R 573 295
3
R 194 237

R 1 084 641
R 255 849
2
R 97 212

R 3 338 635
R 1 430 037
11
R 565 922

Source: Urban-Econ Calculations (2015)

The R 1.4 million investment in the supervisory training programme temporarily increased the total South Africa
GDP by R 1.4 million. This impact was mainly generated in the financial and business services sectors.
The investment in the project also had a positive impact on employment creation, generating 11 job
opportunities as a result of the direct, indirect and induced effects.

ADDITIONAL IMPACTS ASSOCIATED WITH THE SUPERVISORY TRAINING PROGRAMME
Other key outcomes achieved as part of this project included:
 In 2011/2012, four companies participated in the training programme with a total of 43 learners
benefiting
 In 2012/2013 three companies continued with the programme, with five companies training
completing their training in August 2013
 In 2013/2014, five companies participated with +/- 90 learners of which +/- 65 completed the
programme and 19 received their NQF Level 3 in Supervisory Training

3.4.2.3 DBSA Jobs Fund – Automotive Incubator
During the 2013/2014 financial year, the AIDC EC with the support of the Eastern Cape Development Corporation
(ECDC) and the Buffalo City Metro applied to the Development Bank of Southern Africa for funding to
establishment an automotive incubator in Mdantsane outside East London. The aim of this project is to develop
a model that facilitates the growth of prospective new businesses in Mdantsane that focus on the automotive
after care market (e.g. battery testing, windscreen replacement, tire change etc.).
To achieve this objective a property, owned by the ECDC, has been identified as the site for the incubator. This
site is in close proximity to existing businesses and markets in Mdantsane and has been upgraded to meet the
incubators needs. This project, which will have a three year duration, will seek to establish five new businesses
per year, each of which will receive full mentoring and incubation support from established businesses in the
industry. It is estimated that the project will create 30 permanent jobs over the three year period as well as 51
temporary jobs. It is also anticipated that 43 beneficiaries will receive training as part of the project.
The total estimated budget for the project in 2013/2014 is R 10 million of which R 5 million will come from the
automotive industry.
The capital costs associated with the establishment of the incubator – estimated at R 10 million – had a positive
impact on production, GDP, employment and income. Table 3.8 shows that the total impact on production was
R 23.3 million. The ongoing operation of the incubator will require productive inputs from other industries and
subsequently will have a positive impact on GDP. The total impact of the incubator on the national GDP is
estimated to be R 9.9 million.
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Table 3.8: Total economic impact of the DBSA Jobs Fund – Automotive Incubator in Mdantsane in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 10 000 000
R 4 199 117
6
R 1 918 050

R 5 751 178
R 4 006 252
22
R 1 357 354

R 7 579 605
R 1 787 901
10
R 679 330

R 23 330 783
R 9 993 270
38
R 3 954 734

Source: Urban-Econ Calculations (2015)

Approximately 38 job opportunities are likely to be created in the broader economy as a result of this R 10 million
expenditure. These direct, indirect and induced jobs generated a total income of R 3.9 million for affected
households.

ADDITIONAL IMPACTS ASSOCIATED WITH THE AUTOMOTIVE INCUBATOR IN THE BUFFALO CITY
METRO
In addition to the anticipated 30 permanent jobs, 51 temporary jobs and the training of 43 beneficiaries the
project aims to achieve:
 Job and wealth creation at a local level
 Encouraging an entrepreneurial climate within Mdantsane
 Diversifying the local economy
 Building and accelerating local industries
 Business promotion and retention
 Encouraging entrepreneurship amongst women, youth and people with disabilities
 Identification of downstream, value chain opportunities
 Community revitalisation

3.4.3 SKILLS DEVELOPMENT AND TRAINING DEPARTMENT OVERVIEW AND IMPACT
ANALYSIS
The focus of the AIDC EC’s SDT Department is to implement human resource and capacity development
programmes at tertiary education institutions to ensure that these institutions respond to the training needs of
industry. The department also seeks to ensure that graduates skills are relevant in terms of the advancing
technological needs of the industry. In pursuit of this focus the SDT Department works on three core areas
namely: skills development; research and development; and project management.

3.4.3.1 Total Impact of the Skills Development and Training Department
The majority of the SDT Department’s activities were in the government services sector; and business and
financial services sector. These activities resulted in direct, indirect and induced impacts in the manufacturing
sector as well as in the aforementioned economic sectors. Table 3.9 below gives a summary of the impacts of
the SDT Departments activities for the 2013/2014 financial year.
As a result of the projects implemented by the SDT Department in 2013/2014 approximately R 6.6 million in
additional domestic production was generated. The direct production impact (R 2.8 million) and the indirect
production impact (R 1.6 million) in industries supplying goods and services to the SDT supported projects
contributed the majority of the total impact. Induced impacts from consumer goods and services contributed R
2.1 million to the total impact on production.
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Table 3.9: Total economic impact of the SDT Department in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 2 831 810
R 1 744 349
8
R 1 461 196

R 1 628 624
R 691 243
6
R 366 522

R 2 146 400
R 811 621
3
R 308 421

R 6 606 834
R 3 247 214
17
R 2 136 139

Source: Urban-Econ Calculations (2015)

The total direct impact on GDP from the SDT supported projects was R 1.7 million. The indirect and induced
effects of the SDT Department expenditure added a further R 1.5 million to GDP.
Based on the outcomes of the economic impact assessment approximately 8 direct employment opportunities
were created as a result of the projects undertaken by the SDT Department. Due to the expenditure of this
department an additional 6 indirect and three induced employment opportunities were created in the broader
economy. These 17 employment opportunities generated R 2.1 million in household income of which R 1.4
million was as a direct result of the SDT projects.

3.4.3.2 Automotive Training for Learners and Suppliers
The Human Resource Development Programme was first initiated with the Nelson Mandela Metropolitan
Municipality University in 2004 (NMMU) and focused on providing students from a disadvantaged background
with the ability to apply engineering skills learnt at university to the challenges facing their local community.
In addition to supporting new engineering students, the automotive training for leaners and suppliers also
actively supports employees within the automotive industry with improving their overall skill levels. This is
achieved through the AIDC EC, in partnership with NMMU, subsidising at a recued cost, the provision of certain
modules to industry workers in an effort to encourage them to improve their skill set. The cumulative
expenditure of this project between 2010/2011 and 2013/2014 financial years was R 2.6 million of which
R 800 000 was incurred in the 2013/2014 financial year. The impact of this R 800 000 is illustrated in Table 3.10.
Table 3.10: Total economic impact of the automotive training for learners and suppliers project in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 800 000
R 492 787
8
R 412 795

R 460 094
R 195 280
2
R 103 544

R 606 368
R 229 287
1
R 87 130

R 1 866 463
R 917 354
11
R 603 470

Source: Urban-Econ Calculations (2015)

The direct expenditure of R 800 000 led to an indirect impact on the economy of R 460 094 in industries supply
inputs to the project and induced impacts of R 606 368 generated by consumer activities. The total impact on
production was approximately R 1.8 million. The positive impact on production directly contributed R 492 787
to GDP, creating indirect and induced impacts of R 195 280 and R 229 287 respectively in other parts of the
economy. The expenditure on the project generated approximately R 603 470 in income for employees. Of this
figure R 412 795 accrued to those directly employed by the project, while R 103 544 accrued to employees in
other sectors. A further R 87 130 in income was generated through consumer activities related to the indirect
impact of the project on employee income.

36

Economic Impact Assessment

Automotive Industry Development Centre: Eastern Cape

ADDITIONAL IMPACTS ASSOCIATED WITH THE AUTOMOTIVE TRAINING FOR LEARNERS AND
SUPPLIERS
During the 2013/2014 financial year, as part of Automotive Training for Learners and Suppliers Programme,
the AIDC EC provided accredited automotive training to 60 industry members at 60% discount. In addition,
the programme also assisted in providing accredited automotive training to 100 engineering students.

3.4.3.3 Student mentoring through new technology, innovation and renewable energy
The student mentoring programme was started in 2010 in collaboration with the AIDC EC, NMMU and the
automotive industry (specifically VWSA). The project, which is dependent on undergraduate students who are
in the process of completing their in-service component of their national diplomas, undertake to design,
manufacture and race a solar powered vehicle. Through the AIDC EC’s support of this project it is possible to:





Permit students to obtain critical skills in automotive manufacturing, lightweight manufacturing and
incorporating sustainable energy design skills
Through the participation of international students in the project, promote technology transfer and
improve international relations
Establish new technologies through collaboration with the Wind Energy Research Group (WERG)
Market engineering as a possible career choice for learners

Other projects undertaken by the AIDC EC between the 2010/2011 and 2013/2014 financial years that have
been included in this programme include:
1.
2.
3.
4.

Formula Student Racing Project
Siemens Cyberjunkyard Competition
The development of renewable energy solutions through win turbine and solar panels at engineering
laboratories
Mini Baja Bug Competition

The cumulative expenditure of this project in the 2013/2014 financial year was R 200 000.
Table 3.11: Total economic impact of the student mentoring through new technology, innovation and
renewable energy project in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 200 000
R 123 197
8
R 103 199

R 115 024
R 48 820
1
R 25 886

R 151 592
R 57 322
0
R 21 783

R 466 616
R 229 338
9
R 150 867

Source: Urban-Econ Calculations (2015)

The direct impact of R 200 000, indirect impact of R 115 024 and induced impact of R 151 592 contributed to the
total production impact of R 466 616. The positive impact on production contributed to an increase of R 229 338
in GDP. Total expenditure on the project helped to generate 9 employment opportunities, of which 8 were as a
direct result of the project expenditure. A further one job opportunities was created in the broader economy as
a result of the project expenditure. These job opportunities generated R 150 687 in additional income.
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3.4.3.4 Technological and training intervention at Newton Technical High School
This project involved the AIDC EC initiating a pilot project at the Newton Technical High School to provide
technology and training which aimed to ensure improvements in the technical skills pool of the automotive
industry at a grass roots level. The aims of the project was to:




Encourage school pupils to continue with further education through the promotion of engineering
fields as a preferred option
Provide physical leaning tools for staff members to illustrate the technical and practical elements of the
national curriculum
Promote awareness about alternative energy amongst pupils, teachers and parents.

Approximately R 143 130 was spent on this project in the 2011/2012 financial year of which 20% (R 30 000) was
contributed by the private sector (i.e. not AIDC EC funding).
Table 3.12: Total economic impact of the Technological and training intervention at Newton Technical High
School in 2011/2012

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 143 130
R 60 102
8
R 27 453

R 136 239
R 57 341
0
R 19 428

R 67 714
R 25 590
0
R 9 723

R 347 083
R 143 034
8
R 56 604

Source: Urban-Econ Calculations (2015)

The implementation of the technological and training intervention at Newton Technical High School had a
positive impact on local and national production. Table 3.12 indicates that the total production impact from the
project was R 347 083 of which 41.2% (R 143 130) was as a direct result of the project. The indirect and induced
impacts of R 203 953 were primarily generated in the financial and business services sector. The project also had
a positive effect on the national GDP through the increase in production (i.e. new business sales). The total
impact on GDP was estimated at R 143 034. Approximately 8 job opportunities were created in the economy as
a direct result of the project. These job opportunities generated as part of the project had an impact on the
income of affected households. The total value of income created by the project was estimated at R 56 604.

ADDITIONAL IMPACTS ASSOCIATED WITH THE TECHNOLOGICAL AND TRAINING INTERVENTION AT
NEWTON TECHNICAL HIGH SCHOOL
Other key outcomes achieved as part of this project included:
 The installation of a hybrid alternative energy system to provide green energy to the school. This will
help to reduce future energy costs which will have a positive impact on the schools future cash flows
 The provision of training to five teachers is selected technological courses
 Maintenance of the schools extractor system so as to minimise future health and safety risks
 Two training programmes (Introduction to Pneumatic Systems and Logo Automation Programming)
were presented to 20 learners
 The design and installation of a water harvesting facility at the school to be used for irrigation
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3.4.3.5 Automotive Experimental Career Development Programme (AECDP)
The AECDP is one of the flagship projects of the SDT Department and has been running for over 10 years. The
AECDP is a collaboration between the AIDC EC, NMMU and the NMBM that seeks to address the shortage of
leaners from previously disadvantaged schools from qualifying for engineering studies. The central focus of the
project is therefore to provide an educational and mentoring programme for school pupils from disadvantaged
communities in the NMBM and the Sarah Baartman17 District Municipality. This educational and mentoring
programme takes the following forms:



A structured Mathematics and Science development programme aimed at preparing Grade 12 pupils
for their final examination
A full-time, on-campus Winter School programme aimed at Grade 10 to 12 pupils introducing them to
different engineering spheres in order to assist them in accessing technology studies

A key element of the AECDP is the provision of support and guidance by pupils who have participated in the
AECDP programme in prior years. These peer helpers/mentors provide orientation and academic support to new
participants at the same time acting as role models.
Between the 2009 and 2014 approximately R 3.1 million was allocated to this project, R 1.9 million of which was
contributed by the automotive industry (i.e. non AIDC EC funding). Of this figure R 856 000 occurred in the
2013/2014 financial year, the impact of which is illustrated in Table 3.13.
Table 3.13: Total economic impact of the Automotive Experimental Career Development Programme (AECDP)

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 856 000
R 527 282
8
R 441 690

R 492 301
R 208 949
2
R 110 792

R 648 814
R 245 337
1
R 93 230

R 1 997 115
R 981 568
11
R 645 712

Source: Urban-Econ Calculations (2015)

The total value of production as a result of the AECDP was R 1.9 million across the South African economy.
Almost half of this amount (R 856 000) consists of business sales generated as a direct result of expenditure on
the project. As GDP reflects the total sum of wage income and profits generated in the South African economy,
the figures presented in Table 3.13 are understandably lower than those for production. The total impact on
GDP across the South African economy was R 981 568. Table 3.13 also displays the expected job opportunities
created and supported by the AECDP expenditure. These job opportunities describe full time employment lasting
for a period of a year. Based on the results presented in the table, the AECDP created 11 job opportunities in
the entire South African economy, generating R 645 712 in income for effected households.

ADDITIONAL IMPACTS ASSOCIATED WITH THE AUTOMOTIVE EXPERIMENTAL CAREER
DEVELOPMENT PROGRAMME (AECDP)
Other key outcomes achieved as part of this project included:
 Provided Winter School to a total of 148 pupils between Grades 10 and 12 over the 2009/2010 to
2013/2014 financial years

17

39

Formerly the Cacadu District Municipality

Economic Impact Assessment

Automotive Industry Development Centre: Eastern Cape

3.4.3.6 Cluster Skills Programmes for Industry
The focus of this project is to address the skills needs of the automotive and manufacturing industry by providing
industry related skills interventions and training through a range of different courses. These courses include the
following:






Emerging Leadership
Coaching and Mentoring
Value Stream Mapping
Applied Purchasing/Procurement
Operations Training

Approximately R 975 810 was spent on this project in the 2013/2014 financial year all of which came from
government sources.
Table 3.14: Total economic impact of the Cluster Skills Programme for Industry in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 975 810
R 601 083
8
R 503 512

R 561 206
R 238 195
2
R 126 299

R 739 625
R 279 676
1
R 106 278

R 2 276 641
R 1 118 954
11
R 736 089

Source: Urban-Econ Calculations (2015)

The estimated expenditure on the Cluster Skills Programme for Industry was R 975 810. This expenditure led to
a further R 1.3 million in indirect and induced production impacts. The overwhelming majority of this new
production was generated by the financial and business services sector.
The impact on production had a corresponding positive impact on the GDP of both the NMBM and the rest of
South Africa. The temporary increase in GDP as a direct result of the skills programme was R 601 083. A further
R 518 870 was generated as a result of the indirect and induced effects.
The expenditure on the project had a knock on effect on the rest of the South African economy, generating 11
job opportunities in a range of economic sectors. The total annual income from these 11 job opportunities was
R 736 086.

3.4.4 WELLNESS MANAGEMENT WORKPLACE DEPARTMENT OVERVIEW AND IMPACT
ANALYSIS
The workplace is one of the key places where wellness management can be effectively addressed. The Wellness
Management Workplace Department, through partnering with the GIZ, seeks to actively encourage the
development and strengthening of workplace wellness programmes amongst businesses operating in the
automotive industry and agricultural sector with a specific focus on HIV & AIDS and other lifestyle diseases. The
activities of the Wellness Management Workplace Department are organised under three programmes:
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3.4.4.1 Total Impact of the Wellness Management Workplace Department
Approximately R 1.5 million was allocated to the Wellness Department in the 2013/2014 financial year. The
expenditure of the Wellness Department has resulted in direct, indirect and induced impacts exclusively in
financial and business services sector. Table 3.15 below gives a summary of the impacts on the key indicators.
Table 3.15: Total economic impact of the Wellness Department in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 1 538 144
R 915 480
4
R 740 777

R 946 084
R 400 999
2
R 200 111

R 1 119 373
R 423 253
2
R 160 838

R 3 603 600
R 1 739 733
8
R 1 101 725

Source: Urban-Econ Calculations (2015)

The expenditure incurred by the Wellness Department had a positive impact on both the local and national
economy. Table 3.15 shows that the total impact on production was R 3.6 million of which R 1.5 million occurred
as a direct result of the department’s expenditure.
The activities of the Wellness Department also required productive inputs from other industries and
subsequently had a positive impact on GDP. The total impact of the department’s expenditure on national GDP
was R 1.7 million. The majority of this increase was in the financial and business services sector.
Approximately four job opportunities were created as a direct result of the activities of the Wellness
Department, with the activities of the department creating a further four jobs in the rest of the economy. These
jobs created a total income of R 1.1 million for affected households. The activities of the department also
generated a relatively large indirect (R 200 111) and induced (R 160 838) income in other economic sectors.
It is important to note two points with regard to the figures. Firstly this report focuses on the economic impact
of all the activities of the Wellness Management Workplace Programme, and therefore does not consider the
social elements (as a socio-economic impact would). Secondly, although the economic impact of the Wellness
department is comparatively low relative to the other AIDC EC departments, the nature of its activities (e.g.
wellness awareness training, addressing lifestyle diseases etc.) are only likely to have an impact on the economy
over the long term. Furthermore, given that the SAM Model only focuses on quantifying what impact either
capital or operational expenditure has on the economy, it is not able to effectively capture productivity gains
resulting from lower worker absenteeism, a lower rate of chronic diseases, and positive behavioural changes in
workers. As such the true socio-economic impact of the Wellness Department is understated and likely to be
significantly higher than indicated over the long term.

3.4.4.2 Automotive Wellness Management Programme
The automotive wellness management programme seeks to comprehensively address wellness and HIV & AIDS
issues in the workplace. The roll-out of this programme occurs in a structured manner, with a formal contract
being signed for the duration of the programme. During the contract period various wellness programmes,
training sessions, and counselling exercises are undertaken with employees. Once the contract is completed
periodic follow-ups are undertaken, with participating businesses joining the department’s wellness
management cluster network which comprises other companies that have completed the programme.
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A total of R 962 410 worth of expenditure was incurred by the automotive wellness management programme.
Of this figure R 708 265 (73.6%) was contributed by the GIZ and the automotive industry while the remaining
R 1254 145 (26.4%) was grant funding from the AIDC EC.
Table 3.16: Total economic impact of the Automotive Wellness Management Programme in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 962 410
R 592 829
4
R 496 598

R 553 499
R 234 924
1
R 124 565

R 729 469
R 275 835
2
R 104 819

R 2 245 379
R 1 103 588
7
R 725 982

Source: Urban-Econ Calculations (2015)

The ongoing operation of the Automotive Wellness Management Programme had a positive impact on both the
local and national economy. The economic impact in terms of increased production, GDP and employment is
provided in Table 3.16. It shows that the total impact on production was R 2.2 million, of which R 962 410
occurred as a direct result of the programmes activities.
The Automotive Wellness Management Programme required productive inputs and thus had a positive impact
on value addition or GDP. The estimated total impact on national GDP is R 1.1 million. The majority of this
increase was due to value addition in the financial and business services sector.
The activities of the Automotive Wellness Management Programme created a total of 7 job opportunities in the
national economy. These job opportunities generated a total income of R 752 982 for affected parties.

ADDITIONAL IMPACTS ASSOCIATED WITH THE AUTOMOTIVE WELLNESS MANAGEMENT
PROGRAMME
As indicated the effect of the Automotive Wellness Management Programme will extend beyond the initial
funding impact, and is only likely to be observable over the long term. Other key outcomes achieved by the
programme over the 2009 to 2014 period were:








The training of 361 managers, employees and peer educators between 2009 and 2014 through the
wellness management programme
Counselling and testing of over 4 000 employees for HIV & AIDS
Reaching almost 5 500 automotive employees across 17 automotive component companies with its
wellness programme
Expanding the departments Automotive Wellness Management Cluster Network to 13 companies
Undertaking community outreach with local schools to ensure that the wellness programme reached
a wider audience
Hosting of various workshops (e.g. TB awareness) in partnership with other organisations to assist
with capacity development
Promoting wellness networking and advocacy through the departments cluster activities and peer
mentoring

3.4.4.3 Agriculture Wellness Management Workplace Programme
The Agriculture Wellness Management Workplace Programme was first proposed in 2011 based on a request
by the Eastern Cape MEC for Economic Development, Environmental Affairs and Tourism to implement the
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Automotive Wellness Programme in the agricultural sector. Funding for the programme was secured through
the GIZ and a pilot programme was initiated in 2012.
The agricultural programme follows a similar approach and implementation model to the Automotive Wellness
Management Programme. There is however a slight variation between the two, with the agricultural programme
placing slightly greater emphasis on substance abuse. The Agriculture Wellness Programme aims to facilitate
the implementation of successful workplace wellness programmes within the agricultural sector in the Eastern
Cape, with special focus on HIV & AIDS, and the development and strengthening of relevant network and support
structures within the sector.
The total funding contribution to the Agriculture Wellness Management Workplace Programme in the
2013/2014 financial year was R 412 570, of which all but R 33 760 (8.1%) came from the GIZ.
Table 3.17: Total economic impact of the Agriculture Wellness Management Workplace Programme in
2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 412 570
R 254 136
4
R 212 883

R 237 276
R 100 708
0
R 53 399

R 312 712
R 118 246
1
R 44 934

R 962 558
R 473 091
5
R 311 217

Source: Urban-Econ Calculations (2015)

The implementation of the Agriculture Wellness Management Workplace Programme had a positive impact on
the economy in terms of stimulating economic production. Table 3.17 indicates that the total impact on
domestic production as a result of the programmes activities was R 962 558. The R 412 570 in direct impact was
incurred exclusively in the financial and business services sector, while the R 549 988 indirect and induced impact
occurred in other sub-industries in the financial and business services sector.
The positive relationship between production and GDP implies that the increase in production levels in affected
sectors will temporarily increase the value added and thus result in overall growth in the national economy. The
information provided in 2013/2014 indicates that the activities of the Agriculture Wellness Management
Workplace Programme temporarily increased South African GDP by R 473 091. This impact was primarily
concentrated in the financial and business services sector.
The Agriculture Wellness Management Workplace Programme created approximately five job opportunities in
the South African economy during its operation (see Table 3.17). These job opportunities had a positive impact
on individual income which increased by R 311 217 as a result of the programmes activities.
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ADDITIONAL IMPACTS ASSOCIATED WITH THE AGRICULTURAL WELLNESS MANAGEMENT
WORKPLACE PROGRAMME
Other key outcomes achieved by the programme over the 2012 to 2014 period were:










The training of 23 wellness coordinators and 20 peer educators
Promoting wellness networking and advocacy through sustainability structures and peer mentoring
Reaching over 1 800 farm workers across 14 farm sites in the Sunday’s River Valley and Sarah
Baartman District with their wellness programme
Ensuring funding and commitments from participating parties to ensure that the project can
continue to operate until at least 2017
The establishment of strong linkages with role-payers and partners (Department of Health,
Department of Rural Development and Agrarian Reform)
Holding multiple health and educational theatre plays that covered aspects such as HIV, TB, Alcohol
Abuse, General Wellbeing, Waste Management
Hosting of various workshops (e.g. committee development) in partnership with other organisations
to assist with capacity development
Counselling and testing of more than 1 000 workers for HIV & AIDS
Expanding of the Agricultural Wellness Management Workplace Programme to six companies
including a total of 14 sites

3.4.4.4 Research and Development in HIV & AIDS and Wellness in the Workplace
The function of this programme is to undertake research and development that supports the operation and
effectiveness of the Wellness Management Department. In addition, the programme seeks to conduct research
that helps to contribute to the overall credibility of the Wellness Management Department and its partners,
thereby strengthening the functioning of the department’s programmes based on best practice models. Some
of the key activities undertaken by the programme includes:








Automotive and Agriculture Knowledge, attitudes, practices and behaviour (KAPB) surveys (with
support of Department of Rural Development and Agrarian Reform)
Feedback surveys aimed at identifying challenges employees face in the workplace after testing HIV
positive
A report on the influence of lottery incentive systems on employees’ workplace HIV counselling and
testing (HCT) behaviour
A review of the AIDC EC Wellness Management Programme
Contribution to research initiatives undertaken by the Human Science Research Council (HSRC) and the
Institute of Health Metrics and Evaluation at the University of Washington
Development of a Cost Benefit Analysis Tool
Study to compare urban and rural HIV stigma

The total funding allocation for the Research and Development in HIV & AIDS and Wellness was R 163 164 in
2013/2014. Of this amount, 69.6% was external income from the GIZ while the remaining R 49 482 was from the
AIDC EC.
The activities undertaken as part of the Research and Development in HIV & AIDS and Wellness in the Workplace
Programme had a small positive impact on the local, regional and national economy as evident in Table 3.18.
Although the programmes funding allocation was small, it still generated R 395 663 in total additional
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production, R 163 054 in additional GDP, five job opportunities across South Africa, and R 64 527 in additional
income for affected households.
Table 3.18: Total economic impact of the Research and Development in HIV & AIDS and Wellness in the
Workplace Programme

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 163 164
R 68 514
4
R 31 296

R 155 308
R 65 367
1
R 22 147

R 77 192
R 29 172
0
R 11 084

R 395 663
R 163 054
5
R 64 527

Source: Urban-Econ Calculations (2015)

It is important to note that although the programmes economic impact was small in comparison to other
projects undertaken by the AIDC EC this was exclusively due to its funding allocation. The true impact of the
research and development programme is in the new methodologies and implementation models/processes that
flow from its findings. These improvements will have long term benefits on the efficiency and effectives of the
entire Wellness Management Workplace Department.

3.4.5 AIDC EC OPERATIONAL EXPENDITURE AND IMPACT ANALYSIS
The total operational expenditure by the AIDC EC as per the 2013/2014 financial statements was R 19.2 million
for the year ended 31 March 2014. This represents a 52.6% increase in the operational expenditure budget from
the prior reporting period. This expenditure goes towards the day-to-day cost of running the AIDC EC as well as
employee remuneration.
The economic impact of this R 19.2 million worth of AIDC EC operational expenditure in the 2013/2014 financial
year is reflected in Table 3.19.
Table 3.19: Total economic impact of the AIDC EC’s operational expenditure in 2013/2014

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 19 205 494
R 8 064 611
29
R 3 683 709

R 19 576 438
R 8 393 684
49
R 3 970 114

R 10 373 934
R 3 925 502
22
R 1 492 248

R 49 155 866
R 20 383 797
100
R 9 146 070

Source: Urban-Econ Calculations (2015)

The direct operational expenditure of the AIDC EC had a significant indirect and induced impact on the total
economy through increasing production by R 49.1 million. This was primarily due to the indirect and induced
impacts, which accounted for 60.9% of this production increase. Table 3.19 shows the positive total production
impact of approximately R 49.1 million added an additional R 20.3 million to national GDP. Based on the figures
presented in Table 3.19 and the AIDC EC operational expenditure of R 19.2 million, the production multiplier
was R 2.57 and the GDP multiplier was R 1.05 for every R 1 of expenditure in the 2013/2014 financial year.
The operational expenditure by the AIDC EC also created approximately 71 new indirect and induced
employment opportunities across the entire South African economy. The total income generated by these
indirect and induced employment opportunities was R 5.4 million, with a further direct impact on income for
the AIDC EC of R 3.6 million.
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3.4.6 MULTI-YEAR AIDC EC ECONOMIC IMPACT
In order to effectively determine the impact of the AIDC EC on the economy, it is important to measure the
impact of the centre’s activities across multiple financial years. This makes it possible to assess not only how the
impact of the AIDC EC’s operational expenditure has changed over time, but also the total cumulative impact of
the centre. It is important to note when assessing these figures that the yearly impact of the AIDC EC is a function
of its funding allocation, that is if the centre receives less funding in a particular year there is a high probability
that its estimated economic impact will be lower.
The following sections will illustrate the economic impact results from the SAM model of the AIDC EC’s
operational expenditure between the 2011/2012 and 2013/2014 financial years in terms of production, GDP
and employment.

3.4.6.1 Production
Figure 3.2 illustrates the total production generated by the AIDC EC’s operational expenditure for the last three
financial years. From the figure it is evident that the AIDC EC made the largest contribution to production in
2013/2014. Over the 2011 to 2014 period the AIDC EC operational expenditure contributed R 112.0 million in
total cumulative production. Of this figure 43.8% was generated in 2013/2014, while 30.6% and 25.4% was
generated in the 2012/2013 and 2011/2012 financial years respectively.
Between the 2011/2012 and 2012/2013 financial years the total production impact increased by 20.5%. This is
almost half of the increase between the 2012/2013 and 2013/2014 financial years where the cumulative
production impact increased by 42.9%.
Figure 3.2: Comparison of production impact of AIDC EC operational expenditure between 2011 and 201418
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18

Income was based on the ADIC EC financial statements (as indicated in their annual reports) between 2012 and 2014. Income includes:
Revenue from services rendered and government grants used for operational expenditure. It does therefore not include government
grants received for a particular purpose or project.

46

Economic Impact Assessment

Automotive Industry Development Centre: Eastern Cape

3.4.6.2 Gross Domestic Product (GDP)
The contribution that the AIDC EC made to GDP strongly correlates with the contributions that it made to
production. This is evident in Figure 3.3 which shows the same increasing trend between 2012 and 2014, where
the 2013/2014 financial year had the largest contribution to GDP. The operational expenditure incurred by the
AIDC EC in the 2013/2014 financial year increased the centre’s contribution to GDP by R 20.3 million, while the
extent of the operational expenditure over the other financial years resulted in a cumulative R 25.6 million
increase in contribution to GDP. The expenditure of the AIDC EC over the 2011/2012 to 2013/2014 period,
resulted in a positive impact on GDP for every period.
Figure 3.3: Comparison of GDP impact of AIDC EC operational expenditure between 2012 and 201418
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3.4.6.3 Employment
The results from the economic impact study indicated that collectively, the AIDC EC’s operational expenditure
generated a total of 252 employment opportunities between the 2011/2012 and 2013/2014 financial years.
Figure 3.4: Comparison of employment impact of AIDC EC operational expenditure between 2012 and 2014
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The number of employment opportunities created by the AIDC EC has increased consistently between the
2011/2012 and 2013/2014 financial years. The 2013/2014 financial year saw the greatest impact on
employment, where the R 19.2 million in operational expenditure by the AIDC EC generated a total of 100 direct,
indirect and induced jobs across the greater South African economy. Over the three financial years a total of 91
direct, 111 indirect and 49 induced jobs were created across the South African economy as a result of the
operational expenditure incurred by the AIDC EC.

3.5 SUMMARY
Through the projects and programmes undertaken by the SDD, SCD, SDT and Wellness departments, the AIDC
EC has made a positive contribution to the production and GDP of the study areas. The AIDC EC’s projects and
programmes have also helped to create a significant number of employment opportunities while at the same
time boosting worker incomes.
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Table 3.20: Total combined economic impact of departments and selected projects for 2013/2014 19
Projects

Production

GDP

Employment
Opportunities

Income

Other

Supplier Development
Generated actual and planned savings
Total Production Maintenance Programme

R 5 191 295

R 2 139 345

17

R 846 624

of R 9.5 million and created/sustained
163 jobs
Generated actual and planned savings

PRIME Programme for Engineering Talent Development

R 32 348 805

R 13 331 022

52

R 5 275 615

of R 4.3 million with future savings of
R 12.7 million and created/sustained
96 jobs. Also trained 45 engineers.
Generated actual and planned savings

Cleaner Production Programme

R 1 333 721

R 549 630

12

R 217 510

of R 460 000and created/sustained 9
jobs
Generated actual and planned savings
of R 18.9 million (WCM) and R 12.7

World Class Manufacturing and Six Sigma Programmes

R 24 249 479

R 9 993 270

42

R 3 954 734

million (Six Sigma) and
created/sustained 317 jobs. Also
trained 18 people.

Department Total

R 63 123 300

R 26 013 267

9220

R 10 294 483

Supply Chain Development
Participated of 5 companies +/- 90
Supervisory Training Programme

R 3 338 635

R 1 430 037

11

R 565 922

learners of which 19 received their
NQF Level 3
Anticipates creating 30 permanent

DBSA Jobs Fund – Automotive Incubator

R 23 330 783

R 9 993 270

38

R 3 954 734

and 51 temporary jobs as well as
training 43 beneficiaries

Department Total21
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Production

GDP

Employment
Opportunities

Income

R 1 866 463

R 917 354

11

R 603 470

R 466 616

R 229 338

9

R 150 867

R 347 083

R 143 034

8

R 56 604

Automotive Experimental Career Development Programme (AECDP)

R 1 997 115

R 981 568

11

R 645 712

Cluster Skills Programmes for Industry

R 2 276 641

R 1 118 954

11

R 736 089

R 6 953 917

R 3 390 248

1719

R 2 192 743

R 2 245 379

R 1 103 588

7

R 725 982

Projects

Other

Skills Development and Training
Automotive Training for Learners and Suppliers
Student mentoring through new technology, innovation and
renewable energy
Technological and training intervention at Newton Technical High
School

Department Total

Trained 60 industry members and 100
engineering students.
Installed hybrid alternative energy
system
Provided Winter School to a total of
148 pupils
-

Wellness Management Workplace Department
Between 2009 and 2014, trained 391
Automotive Wellness Management Programme

people, counselled and tested 4 400
and reached 5 500 employees

Agriculture Wellness Management Workplace Programme
Research and Development in HIV & AIDS and Wellness in the
Workplace
Department Total

GRAND TOTAL

19

R 395 663

R 163 054

5

R 64 527

R 962 558

R 473 091

5

R 311 217

R 3 603 600

R 1 739 733

819

R 1 101 725

R 100 511 073

R 42 658 211

161

R 18 145 880

Trained 11 wellness coordinators and
reached 1 800 farm workers
-

Totals presented in the table represent the cumulative value of the direct, indirect and induced impacts.

20

The employment totals for each programme include 10 (SDD), 6 (SCD), 8 (SDT), 4 (Wellness) direct employment opportunities. These direct employment opportunities are the same across the each programme,
that the figure presented here does not represent double counting while the programme employment figures do.
21
Note that departmental totals do not add up as the economic impact of certain projects undertaken by the various department was not indicated separately.
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Table 3.20 indicates the overall extent of the positive economic impacts that the AIDC EC projects had on the
economy. The total impact on production of approximately R 100.5 million led to an increase in GDP of
R 42.6 million. The indirect impact on production of R 34.0 million generated in the industries supplying goods
and services to the various projects undertaken by the respective departments, was just slightly less than the
direct impact (R 42.0 million) of these projects. This is an indication that other industries gained substantial
economic benefit as a result of the initial AIDC EC project expenditure. The indirect impact on GDP amounted to
R 16.1 million, was slightly lower than the direct impact. The high indirect and induced figures are an indication
that not only direct stakeholders, but also other industries in the broader economy benefited from the
investments made by the AIDC EC.
The total indirect and induced employment opportunities created in the broader economy as a result of project
expenditure, was estimated at 132 new employment opportunities. This excludes a further 29 job opportunities
as a direct result of the project expenditure. The estimated total impact that these job opportunities had on
worker income was estimated at R 18.1 million. Of this figure 52.0% was as a direct result of the departmental
expenditure, while 48.0% was as a result of the indirect (31.3%) and induced (16.7%) effects.
The operational expenditure of the AIDC EC also assisted in attracting and facilitating investment, creating a
positive impact on the South African economy. The direct operational expenditure of R 19.2 million had a total
impact on production of approximately R 49.1 million. The positive impact on production led to a direct impact
on GDP of R 8.0 million, which in turn contributed to the estimated total impact on GDP of R 20.3 million. The
AIDC EC’s operational expenditure also added 100 new employment opportunities to the economy, with a direct
and total impact on worker income of R 3.6 million and R 9.1 million respectively. These economic impacts serve
as an indication that the operational expenditure of the AIDC EC adds value to the welfare of the economy of
the primary, secondary and tertiary study areas over and above the operation of the various departments.
Due to the fact that the combined impacts of the AIDC EC’s operational expenditure on production and GDP was
higher than the previous financial year, the centre was able to increase the total number of employment
opportunities created in 2013/2014 to 100, from the 2011/2012 figure of 71. The overall impact of all four
departments on the economic indicators used in the study were positive. These impact were also significantly
higher than that of previous financial years. This is almost exclusively attributable to the increase in expenditure
on AIDC EC projects as a result of a higher budgetary allocation.
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CONCLUSION
Through the AIDC EC’s continued efforts to promote and facilitate investment in worker wellness as well as the
development of automotive suppliers, supply chains and skill levels, the organisation effectivity contributes to
the competitiveness of the automotive industry. The importance of the automotive industry to the Eastern Cape
economy can be seen by the 23.7% contribution that the industry makes to the total value of the manufacturing
sector in the province. The automotive industry is equally important to the economies of the Nelson Mandela
Bay and Buffalo City Metros, where the automotive industry accounts for 38.7% and 26.5% respectively of the
manufacturing sectors output. It is therefore evident that there is a critical need to strengthen, and enhance the
competitiveness of the automotive industry in these areas.
The baseline socio-economic profile indicated that the populations of all the study areas was growing. This,
coupled with the high rates of unemployment, will necessitate the need for future economic opportunities so
as to sustain and satisfy the needs of communities. As this study has highlighted, the economic and social
contribution of the automotive industry does not only benefit people directly associated with the industry, but
also contributes to the overall economic performance of South Africa.
To ensure that the automotive industry has a positive economic contribution to the economies of the study area,
the AIDC EC supports the activities of OEMs as well as other key stakeholders through the activities of its SDD,
SCD, SDT and Wellness Departments. Although the budgetary allocation to the AIDC EC has declined, the
investment has still had a positive impact on the economy of the study areas. All the projects undertaken by the
various AIDC EC departments in the 2013/2014 financial year had an estimated R 100.5 million impact on total
production. This had a leveraging effect on the economy and added approximately R 42.6 million to GDP. The
total expenditure of each of the AIDC EC department’s created a total of 161 new employment opportunities in
the broader economy which included the automotive industry. Through the activities of the SDD Department
approximately R 62 million in cost savings were generated for participating businesses. This created and/or
sustained 901 jobs, and through the multiplier effect a further 4 505 jobs.
Table 4.1: Total economic impact of all the AIDC EC departments’ activities in the 2013/2014 financial year

Production
GDP
Employment
Income

Direct

Indirect

Induced

Total

R 42 066 589
R 18 489 086
29
R 9 432 373

R 34 061 437
R 16 194 465
89
R 5 683 403

R 24 423 048
R 7 974 660
43
R 3 030 104

R 100 551 073
R 42 658 211
161
R 18 145 880

Source: Urban-Econ Calculations (2015)

The increase in employment opportunities also positively affected worker income, which in turn enabled
individuals and households to improve their living standards and satisfying their basic needs. Through its
projects, the AIDC EC effectively met its mission of:




Growing the automotive industry’s global competitiveness
Contributing to continuous economic growth and sustainable job creation
Supporting governments automotive related objectives

Using the economic impact results and the approximately R 17.5 million in revenue that the AIDC EC generated
in 2013/2014 (of which R 12.9 million was grant funding), the centre was able to generate R 5.73 in additional
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production, R 2.43 in additional GDP and R 1.03 in additional income for every R 1.00 of revenue. If externally
generated revenue is excluded and only grant funding is considered these figures increase to R 7.77, R 3.30, and
R 1.40 for every R 1.00 of grant funding.
Overall, all the projects undertaken by the AIDC EC were focused on enhancing the manufacturing
competiveness of the automotive industry thereby contributing to a more efficient Eastern Cape economy,
higher investment, greater skills development, improved wellness amongst both automotive and agricultural
workers, and sustainable job creation.
The facilitation of investment across the AIDC EC’s various departments assists in creating an enabling
environment for both the automotive industry and the agricultural sector that will ensure manufacturing
competitiveness as well as higher demand for automotive goods and services in the local and export markets.
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