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The Case for an Eastern Cape Automotive Cluster

FOREWORD 

This launch of the Eastern Cape Automotive 
Cluster is the culmination of sector planning work 
and engagements that have taken place over the 
past year between public sector agencies, OEMs, 
suppliers, and other role-players in the province. 

The automotive sector is a highly strategic sector 
for the Eastern Cape economy. The province 
produces half of all motor vehicles made in South 
Africa, and is home to four of the country’s seven 
Original Export Manufacturers (OEMs). There are 
some 40 000 people employed in the automotive 
value chain in the province, of which 10 000 are 
employed in the OEMs. The sector has important 
multiplier linkages to other sectors such as finance, 
retail, logistics, tooling and engineering, metals, 
chemicals, electronics, textiles and leather and 
capital goods. These multiplier linkages need to 
be deepened and expanded for the benefit of the 
provincial economy. 

The automotive sector is in transition, which 
presents both threats and opportunities for the 
province. The shift to the East in terms of global 
volumes has been accompanied by a contingent 
of new OEMS and suppliers who are fast driving 
down costs which will create significant challenges 
for our local supply chain. At the same time a new 
incentive regime, the APDP, is being introduced, 
with a shift away from export support to volume 
and production incentives. We need to collectively 
manage challenges related to this transitional 
process to ensure no adverse consequences for 
our OEMs and component suppliers. At the same 
time, the rapid growth of automotive consumption 
in Africa presents new opportunities for a province 
with three ports that is positioning itself as a 
gateway province for the continent.  

This cluster initiative lies at the centre of our 
intent as Provincial Government to leverage the 
necessary support for the sector to enable it to 
become a globally competitive player at the heart 
of African auto-motion. 

We have developed an initial agenda in three 
programme areas – logistics, supplier development, 
and skills development.  For this cluster to be 
effective and be sustained, the sector must take 
ownership of this cluster initiative. The cluster must 
be project –focused, and have measurable success 
factors for which we should all be held accountable.  
It must be underpinned by the requisite institutional 
capacity to implement the cluster agenda.  

I would like to thank the collective leadership of the 
OEMs, component suppliers, NAAMSA, NAACAM, 
NUMSA, the AIDC, the DTI, and the other state 
agencies such as Coega, ELIDZ, ECDC and ECSECC 
for the energy and co-operative spirit, which they 
have brought to this cluster initiative.  Together we 
will succeed. 

Mcebisi Jonas



 

The Automotive Sector globally is in transition. 
This transition is driven by a number of factors 
but is underpinned by uncertainty and risk. These 
risks and uncertainty are associated with amongst 
others the following:

•  The fragile  global economic system - the 
2007-8 global economic crisis and the crisis of 
financialisation as well as the sovereign debt 
crisis in the Euro zone;

•  Environmental sustainability - global warming, 
carbon emissions, fossil fuel dependency and 
natural resources depletion - peak oil;

•  The long term decline of the internal combustion 
engine - the driver of the automobiles since 
the first prototype in the late 1800’s and the 
emergence of a whole host of new technologies 
(electric, biofuel, fuel cells and hybrid), materials 
and processes;

•  crisis of auto-mobility linked to the above as well 
as the crises of urbanisation particularly in the 
developed world and the increasing emergence 
of new alternatives and developments in auto-
mobility;

•  the rise of Asia (China and India ion particular) 
and the developing world in the global political 
economy as a significant player in production, 
consumption as well as increasingly R+D and 
design in the global auto sector.

All of these factors present a dynamic context 
within which the global auto-sector value chain is 
evolving. The challenge for South Africa and the 
Eastern Cape in particular is to ensure that we 
maximise our insertion in strategic links within 
this chain in order to realise various outcomes 

including jobs, growth, technology transfer, skills 
development etc. In doing so we face a far more 
formidable set of challenges than Asia, Latin 
America and Eastern Europe face. This is because 
we represent such a low percentage of global auto 
manufacturing (0.7% of global volumes in 2011), 
such a low percentage of the global market and are 
at an uncompetitive distance from the main regions 
driving design, production and consumption.

In short, we play an insignificant role in shaping 
the direction and fortunes of the global auto 
sector. This may well change in the long run if 
we develop local strategic capabilities, are able to 
create a global transhipment node in the Eastern 
Cape and if growth and infrastructure development 
in the rest of Africa continues to accelerate, 
driving increased and diversified demand which 
would make our current spatial disadvantage a 
competitive advantage.

In order to secure a longer term future for our 
automotive sector, the sector needs to remain 
competitive within the global automotive value 
chain. To do this we need to enhance our value 
proposition through local human resources, 
developing world class logistics infrastructure and 
strengthening the local supply chain. 

The Eastern Cape Automotive Cluster is a regional 
partnership between local original equipment 
manufacturers (OEMs), auto component suppliers, 
auto sector trade unions and the public sector 
to foster a common vision and drive appropriate 
programmes which address the challenges facing 
the sector.  

1. INTRODUCTION
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International experience with clusters has shown 
that companies compete more effectively where 
they realise collective efficiencies through being in 
close proximity to one another. These efficiencies 
occur naturally where local firms establish 
networks and co-operate organically. Some of 
these relationships have been established in the 
Eastern Cape Auto cluster through co-operation 
between local companies and through horizontal 
relationships between companies. However small 
component manufacturers are not always able to 
engage in these kinds of activities or to realise 
the networking and collective outcomes resulting 
from such processes. It is here that a regional 
auto cluster initiative will provide a mechanism to 
enable these outcomes. 

Clusters enable stronger inter-firm relationships 
and more integrated supply chains. They also 
allow more effective and coordinated support from 
the array of  public agencies. For clusters to be 
sustained, they must show visible and tangible 
results.

This document is divided into four main sections. 
Following this introduction the document provides a 
snapshot of the sector and a summary of an analysis 
of the strengths, weaknesses, opportunities and 
treats that the sector face.  The third section outlines 
the current policy and incentive environment for 
the Automotive sector. The fourth section focuses 
on the Automotive cluster. We outline the historical 
background, the rationale for the cluster, and the 
programmes of the cluster. Finally, the conclusion 
points to a way forward following the launch of the 
cluster. 



2.  SECTOR 
SNAPSHOT

The Auto sector is the most important 
manufacturing sector in the South African economy 
and even more critical for the economic fortunes 
of the Eastern Cape provincial economy. The 
auto sector has important linkages to a number 
of tertiary sectors including financial, wholesale 
and retail and business services such as logistics. 
The sector supports the engineering and tooling 
subsectors within manufacturing as well as having 
other significant upstream linkages into metals, 
chemicals, electronics, textiles and leather and 
capital goods. There are significant emerging 
linkages to new green economy sectors relating 
to alternative energy as well as electric and other 
new forms of mobility. Increasingly, the auto sector 
globally is drawing on ICT applications ranging 
from navigation and accident prevention systems 
through to social networking. 

While the province produces some 50% of South 
African vehicles only around 5% of vehicle sales 
in South African are accounted for by the Eastern 
Cape. The automotive sector though remains 
at the heart of the Eastern Cape manufacturing 
sector and will in the foreseeable future continue 
to provide the golden thread in the structure of 
the provincial economy. The regional production 
and technological capabilities which have been 
built through the Auto sector are also the critical 
platform from which the local economy will be able 
to diversify into the new sectors identified in the 
Provincial Industrial Development Strategy (PIDS) 
– capital goods (including tooling), green economy 
and the petro-chemicals sector amongst others. 

The Eastern Cape is home to four of the seven 
original equipment manufacturers operating in 
South Africa and some 80 major component 
manufacturers. There are a total of 40 000 formal 
sectors jobs in the entire automotive value chain in 

the Eastern Cape. The OEMs employ 10 000 people 
and an additional 30 000 people are employed by 
some 1500 companies.

The Eastern Cape has a fairly developed stock of 
auto sector related support resources enabling 
local sector initiatives. This includes infrastructure, 
where the province can boast:

•  The Coega and East London Industrial 
Development Zones;

•  Three harbours (two in Port Elizabeth and one in 
East London) 

•  Two auto supplier parks (in the East London IDZ 
and the Uitenhage Automotive Supplier Park) 
and an auto zone at Coega IDZ;

•  Large stock of serviced but underutilised 
industrial land on various sites across the 
province (PE, East London, Berlin, Dimbaza, 
Queenstown, Butterworth etc).

There is currently a range of institutional support 
for the sector through among others the following:

•  The Department of Economic Development 
Environment and Tourism (DEDEAT)and its 
entities;

•  The Eastern Cape Development Corporation 
(ECDC), 

•  The Coega Industrial Development Corporation 
(CDC);

•  The Eastern Cape Automotive Industry 
Development Centre (AIDC);
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•  The East London Industrial Development Zone 
(ELIDZ);

•  The Eastern Cape Socio-economic consultative 
Council (ECSECC);

•  The Higher education sector in the Eastern 
Cape has a significant relationship with the 
sector particularly NMMU (Nelson Mandela 
Metropolitan University) and Rhodes University 
with Fort Hare and Walter Sisulu playing less of 
a role in support of the sector;

•  The Small enterprise Development Agency 
(SEDA)

The challenge for the cluster is to improve 
the collaboration between and focus of these 
institutions towards enhancing competitiveness of 
the Automotive sector. 
The table below provides an analysis of the 
strengths, weaknesses, opportunities and threats 
that the sector is facing. 
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Swot Analysis

WEAKNESSES THREATS
•  Distance from product and supply markets as 

well as design/R+D centres of the autosector;
• Size and thus influence in volume driven sector;
•  Limited local R+D and design activities and 

capabilities;
•  Cost structure of Port logistics costs and inefficient 

intermodal transport system (rail, road and air);
• Underdeveloped local tooling industry;
•  Responsiveness of the human resources 

development institutions to meeting industry 
skills needs;

• Energy cost;
•  Local refinery capacity in terms of higher quality 

fuels for more fuel efficient engines;
•  Firm-level skills technical and management 

levels; 
• Effects of the crisis on component manufacturing; 
• Limited local content in assembled vehicles;
• Competitiveness of local suppliers; 
•  Industry-regional university linkages – R&D and 

skills not yet optimal despite some emerging 
capacity (eg ACTS); 

• Harbour costs, flexibility and infrastructure; 
•  No mechanism for joint learning, clustering and 

engagement;
•  No mechanism for interaction between provincial 

and local government and sector;
•  Auto-sector one of the least transformed in terms 

of empowerment;

•  Increasing manufacturing capacity emerging in 
Asia, particularly China and India; 

•  Structure of production internationally – scale 
platforms;

•  The inability of the new APDP to support the 
development of local component manufacturing 
capability;

•  The negative consequences of critical capabilities 
linked to the auto-sector being disestablished by 
the consequences of the current global crisis;

•  The inability of the local auto sector to enter 
the low carbon or fuel efficient markets due 
to local fuel quality and the constraints of the 
underdeveloped regional innovation system;

Strengths OPPORTUNITIES
• Multi OEMS  - VW, Ford, GMSA and MBSA; 
•  Established automotive component manufacturing 

base; 
•  Trade infrastructure in terms of exports through 

three harbours; 
•  MIDP benefits to 2012, APDP benefits to 2020 

and transitionary arrangements for vulnerable 
sectors;

•  Emerging R+D capabilities at Universities in 
production support;

• Technical capability in AIDC;
•  2 IDZs and 2 supplier parks

•  The South African auto sector and the Eastern 
Cape in particular is the springboard into Africa – 
manufacturing Africa’s vehicles;

•  Increased demand in the entry level segment 
of the market reflected in the latest vehicle 
production results suggest that there may be 
more opportunities for meeting local demand;

• Location appeal for Asian OEMS;
•  Being a transhipment hub between Asia Africa 

and Latin America the Eastern Cape could draw 
down significant opportunities linked to the 
emerging market auto sectors in Asia and South 
America

• Significant local natural resources and minerals

The focus areas of the Cluster have been developed in response to this analysis.
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The MIDP (Motor Industries Development 
Programme) represents the most significant and 
efficacious industrial strategy tool in post apartheid 
South Africa. It has undoubtedly ensured the 
survival of the sector during a phase of intensive 
liberalisation since 1995. Many of the objectives of 
the MIDP have been realised. The concentration 
of models manufactured locally were achieved 
(from 42 locally assembled models in 1995 to just 
15 local platforms in 2010), the shift from import 
substitution to export orientation has been largely 
successful. While local employment in the auto 
sector has not increased dramatically since 1995 
it still reflects a 5% increase despite the economic 
crisis of 2008-2009 and the significant impact on 
the Eastern Cape auto sector labour market. By 
contrast we have seen a net loss of jobs in the non 
auto manufacturing sector over the same period 
and the employment levels of the Eastern Cape auto 
sector have risen proportionately from less than 
one fifth of provincial manufacturing employment 
in 1996 to almost one quarter of manufacturing 
sector employment in the Eastern Cape. 

The Automotive Production Development Plan 
(APDP, 2013-2020) is the most critical component 
of the value proposition going forward ensuring 
in particular the profitability of a significant 
complement of OEMs and their suppliers to 
continue and expand their assembly activities 
locally as well as providing the incentive and 
certainty to influence the location decisions of 
new OEMs and suppliers. The four components 
of the APDP will underpin state sector support to 
2020. The DTI has also introduced key bridging 
incentives to ensure that vulnerable sectors are not 
affected during the transition to the APDP. These 
bridging arrangements have been introduced due 
to a general feeling within the auto sector that the 
new APDP and its shift away from export support 

3.  THE AUTOMOTIVE 
POLICY AND INCENTIVE 
ENVIRONMENT

directly to volume and production incentives 
is likely to have a disproportionate impact on 
original Equipment manufacturers (OEMs) and the 
component manufacturers. Assemblers are said 
to benefit most while component suppliers are at 
a disadvantage due to the removal of the export 
incentives associated with the MIDP (see table 
below).



MIDP (1995-2012) APDP (2013-2020)
Tariffs The level of protection offered by tariffs 

reduced consistently from 65% and 49% 
for CBUs and CKDs respectively in 1995, 
to 25% and 20% in 2012

The level of protection offered by tariffs 
will remain constant at 25% and 20% for 
CBUs and CKDs respectively from 2013 to 
2020

Local OEMs 
Vehicle 
Allowance

DFA (Duty Free Allowance): 27% of the 
local assembled vehicle’s wholesale price 
is rebated against the duty payable on 
imported components that are used 
in the production of vehicles for the 
domestic market

VAA (Volume Assembly Allowance): 20-
18% of local assembled vehicle’s wholesale 
price is rebated against the duty payable 
on imported components that are used in 
the production of vehicles, irrespective of 
where the production is sold, as long as 
annual units per plant exceed 50,000

Industry 
incentives

Export linked duty credits earned: 
Benefits calculated on local material used 
(worth 14% of qualifying export sales)

Market neutral Production Incentive: 
Benefit calculated on production value only 
(worth 2-7% of qualifying sales depending 
on firm’s value added)

Investment 
assistance

PAA (Productive Assistance Allowance): 
1. Benefits OEM and 1sttier suppliers 
whose investment is linked to a local OEM 
2. 20% benefit, payable over 5 years 
(4% per year)

AIS (Automotive Investment Scheme): 
1. Benefits OEM and auto component 
suppliers for auto specific investments 
2. 20-30% benefit, payable over 3 years 
(6.67% per year)

 

4. 

However, Barnes (2011) and others have 
emphasized that the APDP will not be enough to 
sustain the sector and a set of supply side measure 
will need to accompany the APDP. These measures 
will have to be developed though interaction 
between the auto-sector players, local, provincial 
and national government, the higher education 
sectors, research and development sectors and 
other business services agencies etc. This is the 

terrain on which the new Eastern Cape Automotive 
Cluster Support Initiative intends to engage. It 
includes as a minimum the co-ordination and 
implementation of relevant national IPAP II 
(Industrial Policy Action Plan) but will go further 
and develop programmatic responses to the 
specific needs and challenges of the Eastern Cape 
Automotive cluster.
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4.1 HISTORICAL BACKGROUND 

The Fish River Auto Sector Cluster established in 
1997, was a response  by government, organised 
labour and the private sector to  the competitiveness 
challenges of the automotive sector a the regional 
level in the Eastern Cape. These challenges were 
largely associated with the shift from an import 
substitution (protected) environment to one of 
liberalisation and global competitiveness. 

The Fish River Auto Sector Cluster adopted a 
number of focus areas including the following:

•  Strategic investments – secured by offering 
competitive incentives for the international 
parent companies of the local OEMs to 
increase their production for the domestic and 
international market

•  Logistics – costs reduced through collaboration 
between parties to get competitive prices in 
shipping, road, rail and air

•  Supplier Development – rationalisation of 
local suppliers through joint ventures, where 
possible, with global component suppliers

•  Skills Development – local universities and 
technikons encouraged and supported to 
develop programmes designed to meet the 
skills development needs of the auto sector 
(see Russell, 2012).

However the cluster initiative was not sustained. 
The core lessons learnt and strategic pointers 
for the current Eastern Cape Automotive Cluster 
include the following:

4.  THE EASTERN CAPE 
AUTOMOTIVE CLUSTER

•  The need to ensure sustainability of the 
cluster through a shared vision and strategy, 
a longer term resourcing strategy for the 
implementation of concrete programmes as 
well as the appropriate institutionalization of 
key initiatives;

•  The need to ensure that longer term 
partnerships are built between the sector and 
higher education institutions in strategic focus 
areas in particular in skills development and 
R+D and innovation-related areas;

•  The need to ensure that there are coherent, 
costed and implementable plans for concrete 
interventions;

•  The need to ensure the ongoing participation 
of strategic role players from the sector, 
government, state owned enterprises and 
organised labour;

•  The need to ensure that there is appropriate 
back office support and systems, including 
information and knowledge co-ordination

The current Eastern Cape Automotive Cluster 
process began in early 2011 with a consolidation 
of the public sector approach to supporting the 
automotive sector. Since then a process of sector 
engagements has followed leading up to a cluster 
planning engagement in Port Elizabeth in early 
January 2012. A cluster steering committee 
chaired by the MEC for DEDEAT, industry leaders 
and labour unions has been established. 



4.2 STRATEGIC INTENT 

In 2009, the Eastern Cape Provincial Government 
unveiled its Provincial Industrial Development 
Strategy (PIDS) with the auto sector the key 
priority sector. PIDS emphasises the need for all 
relevant stakeholders to collaborate using the 
cluster approach in growing and sustaining the 
auto sector. Central to this collaboration is the 
identifi cation of key constraints to performance. 
The overall objective is to maximise job creation, 
market share and productivity levels.  Key also 
will be to exploit the benefi ts of industrial policy 
incentives announced by National Government. 
The cluster should ensure that the operational 
bottlenecks faced by manufacturers are resolved 
in the medium to long-term. 

The auto cluster is an apex programme, of 
particular importance within the overall industrial 
development strategy framework, ranking with 
other major national programmes. It lies at the core 
of public-private collaboration. In this regard, the 
government has committed to increase investment 
resources to ensure its success. The OEMs have 
likewise committed themselves to ensuring that 
they contribute to developing local suppliers 
through a collaborative effort.

Success in this endeavour will also require that 
maximum resources are harnessed at all levels: 
national, provincial and local. The success of the 
process will entail refi ning dedicated and focused 
communication channels between the industry, 
SOEs and municipalities, on the infrastructural 
needs of the cluster. The fi gure below outlines the 
components of the cluster. 

Relevant
public Entities
ECDC, AIDS

ECSECC Eastern
Cape

Automotive
Cluster

InitiativeOrganised
Labour

OEMs

IDZs, Coega
and East

London IDZ

Suppliers and
service

providers

National,
Provincial
and Local

Government

4.3 STRATEGIC  OBJECTIVES 

The auto sector and other manufacturing sectors, 
continue to grapple with the challenge of remaining 
globally competitive in an environment where 
demand is in decline, especially in South Africa’s 
traditional markets. This suggests the need to 
signifi cantly reduce domestically-driven production 
costs. These costs are not fi rm-specifi c but rather 
industry-wide. 

The imperative of global competitiveness is 
made more complex by inherent country-specifi c 
dimensions. These include:

• Location relative to key markets
• Size of the domestic market
•  Appropriateness of the composition of the 

production structure
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The emphasis of the cluster is to put in place 
interventions that deal with country- and region 
specific constraints on competitiveness. While such 
interventions cannot deal with all country-specific 
dimensions, the cluster process will aim to put in 
place practical measures to deal with as many as 
possible.

Key identified objectives are: 

•  Improvement in competitiveness (firm, region, 
cluster) of the Eastern Cape auto sector 

• Ensure growth in overall volumes and jobs
•  Ensure that product quality meets world 

standards;
•  Ensure 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 
sector

•  Ensuring economy-wide benefits from 
investments in technology by the OEMs

•  Ensure transformation in the sector (localisation, 
BBBEE and diversification)

Whilst industry, and the auto sector in particular 
are faced with numerous problems such as 
sector competitiveness; inadequate volumes; 
environmental sustainability; R+D and innovation; 
and logistics, the Government and the leadership 
of industry have identified the need to prioritise the 
following programmes. 

4.4 PROGRAMME FOCUS AREAS

The cluster has three work streams; logistics; 
skills development and supplier development, 
localization and incubation. These form the basis 
for the cluster’s programme areas. 

4.4.1 LOGISTICS 

The country and the Eastern Cape in particular, 
have lagged behind industrialised and other 
emerging economies in improving the efficiency of 
the logistics system. This has impacted negatively 
on the cost structure of manufactured exports. 
Government has recently announced a massive 
investment programme in ports, rail, road and 
municipal infrastructure capacity. This programme 
aims to reverse historical under-investment in 
these areas. The challenge therefore for the 
logistics cluster, is to optimise this investment by 
ensuring that it leads to improved efficiencies in 
the movement of goods and services between SA 
and global markets. 

Supply chain stability and reliability are critical 
to the competitiveness of the automotive sector 
where Just in Time (JIT) and Just In sequence 
(JITS) production methods are made inefficient 
by long inventory holding times and disruptions in 
component flows. For this reason efficient, reliable 
and cost effective logistics systems are the lifeblood 
of globally competitive automotive manufacturing. 
During strategic engagement processes the 
following issues were raised:

•  Infrastructure – local airports have inadequate 
capacity to deal with parts in volume; road 
quality is poor and affects access to raw 
materials; corridors between the metros and 
the rest of the country are sub-optimal.



•  Cost factors – cargo vessels are wind-dependent 
leading to longer turn-around times and delays 
in offloading.

•  Efficiency factors – there are delays in moving 
cargo between East London and Coega.

•  Information and research – there is uneven 
knowledge across the sector.

The region needs to capitalise on its locational 
advantages. Key initiatives that require to be 
championed include: 

• Ngqura as a trans-shipment hub
• East London Port expansion
•  Corridor development (road and rail) between 

the two metros (Nelson Mandela and Buffalo 
City)

•  Corridor development between Eastern Cape 
and Gauteng (road and rail)

•  Upgrading of roads between industrial hubs and 
ports

• Upgrading of freight network (air, rail and road)
•  Review of port business processes and 

efficiencies 

4.4.2 SKILLS DEVELOPMENT 

Addressing the many skills challenges of the 
auto sector will require interventions at a 
number of levels. At a global level the sector is 
on a capital intensive trajectory accompanied by 
high technical skills intensity. This means that 
increasingly semi/unskilled jobs in the automotive 
sector are disappearing. At the same time, the 
skills needs of the sector are also undergoing 
significant transformation through the constant 
evolution of technological and ICT applications to 
automotive production systems. As a consequence 
skills planning for the sector is made difficult 

and demands the deployment of sophisticated 
forecasting methodologies to attempt to quantify 
skills needs. This also requires ongoing training 
and reskilling within the sector and thus demands 
a responsive further and higher education sector.
Eastern Cape schooling, technical training and 
higher education institutions are however not 
adequately meeting the needs of industry nor 
ensuring that sufficient learners move through the 
system. A significant number of challenges exist at 
the school and FET level which are accounted for 
by basic inefficiencies in the system. 

Key initiatives that require championing include 
the following: 

•  Undertaking skills and needs audits within the 
sector to quantify skills requirements (labour 
market predictive model); 

•  Package programmes and leverage resources 
for artisans and high end skills programmes in 
partnership with FET, HEIs and SETAs; 

•  Up-scaling apprenticeship programmes in the 
sector; and

•  Establishment of centre of excellence in 
automotive and components research and 
training. 
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4.4.3  SUPPLIER DEVELOPMENT, 

LOCALISATION AND INCUBATION  

Local suppliers are confronted with unique 
challenges such as limited scale of production; 
inability to deliver product of appropriate quality; 
price and availability of raw materials; access to 
finance for improving plant and machinery; and 
availability of skilled labour. In order to nurture and 
improve performance of local suppliers, the OEMs 
need to create a platform for signalling product 
requirements in a manner that does not breach the 
competition rules of the country.

The government and its development finance 
institutions have on the other hand, to tailor-make 
financial products that take into account the needs 
of auto suppliers. Commercial banks have proven 
unable to offer the kind of financial packages that 
component manufacturers require. Special support 
measures may be required to support the supplier 
industry in areas such as electricity prices, access 
to land and the current tax regime. 

Thus far the work stream has identified the 
following focus areas: 

•  Implementation of AIDC supplier development 
programmes linked to the Tirisano cluster 
programme;

•  Collaboration with the Durban Auto Cluster (DAC) 
in implementing the NTF II/ITC Automotive 
Supplier Competitiveness Improvement Project;

•  Establish two incubators linked to funding from 
a range of potential sources including the Jobs 
Fund, DEDEAT, SEDA, DTI and DST. 

5. CONCLUSION 

The launch of the Cluster constitutes a significant 
milestone in placing the auto sector in the province 
on a higher and more sustainable growth path. By 
2020 the impact of the cluster should be felt in 
increased volumes, output, jobs and share of the 
global market. Having local presence and national 
resonance, the cluster will enable quicker, more 
strategic and responsive engagement between 
public and private sector role players. This will 
enable the identification and resolution of structural 
constraints facing the sector, as well addressing 
bottlenecks as and when they arise. 

The initiative will allow the regional automotive 
cluster to brand and market itself to enhance 
sector investment and deepen linkages in local 
supply chains. It will enable the implementation 
of programmes across the sector, enhancing 
competitiveness as well as promoting greater 
levels of inter-firm learning and co-operation. The 
success of the cluster depends on the commitment 
of all sector role players, a results-oriented 
approach and a system of mutual accountability. 






