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1 Introduction 

The automotive sector has been described as a ‘star performer’ in the South African 
economy in its drive towards global competitiveness and its recent growth across key 
indicators such as output, real fixed investment and export (the dti, 2002). It is the 
leading manufacturing sector, as well as the third largest contributor to national GDP. 
The purpose of this paper is to provide a descriptive overview of the key trends and 
dynamics in the automotive assembly and component-manufacturing sector. This is 
part of a general research programme focusing on the impact of HIV/Aids on critical 
economic sectors. Thus, through exploring the dynamics internal to the sector, this 
project aims to develop measurement indicators that would be investigated in a 
forthcoming sero prevalence survey and research. The latter aims to measure levels of 
HIV prevalence,  morbidity and mortality at the sector level. 

The approach in this review is to describe major trends in the automobile sector, and 
to analyse the nature of the supply chain. This is followed by an analysis of the 
industry approach to HIV/Aids. The study is is mostly based on a desktop analysis of 
existing research and data derived from the TIPS Easy Access database, which 
consolidates most official data sources on economic sectors, and other industry 
sources.1 

                                                        
1 Official sources of data use the SIC codes 381 (motor vehicles), 382 (bodies for motor vehicles) and 
383 (parts for motor vehicles). Barnes (2002) notes that these codes under-represent auto component 
manufacturing, many of which will be categorised as plastics or metal fabrication. Industry sources are 
included and indicated as such. 
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2 Economic profile and structure  

This section provides an overview of the main trends in terms of size, structure, 
ownership, exports, investment and employment in the automobile assembly and 
component-manufacturing sector. The motor industry has been described as a 
‘success’ sector, as it shifted from a highly protected, inward- oriented sector to one 
with an increased export focus. 

2.1 Size, structure and ownership 
The South African automotive industry2 represents 5.7 per cent of the national GDP 
(Gross Domestic Product) the third largest contributor after mining and financial 
sectors (DTI, 2002). The sector is now ranked 18th in terms of the global vehicle 
production, although this constitutes less than half a per cent of the global market 
(NAACAM 2002). As shown in Table 1, its contribution to the manufacturing sector 
has increased significantly between 1993 and 2001, in terms of sales and production, 
and to a lesser extent in employment (Barnes 2002).  

Table 1 – Automotive contribution to manufacturing (%) 

 1993 2001 

Sales 9.02 12.56 
Production 6.74 9.43 
Formal employment 5.01 6.21 

Source: Barnes, 2002 

The industry is composed of the large assemblers and a range of automotive 
component manufacturers, as well as the motor trade, i.e. retailers and aftermarket 
wholesalers. This review focuses exclusively on the automotive assemblers and the 
component manufacturers. 

The automotive assembly industry is composed of a fairly homogenous group of 
seven assemblers (>1,000 employees), a few importers, distributors and truck 
manufacturers (Labour Research Service, 2002). The seven large Original Equipment 
Manufacturers (OEMs) are BMW South Africa (Pty) Ltd, Daimler-Chrysler South 
Africa (Pty) Ltd, Delta Motor Corporation (Pty) Ltd, Nissan South Africa (Pty) Ltd, 
Ford Motor Company of Southern Africa, Toyota South Africa Motors (Pty) Ltd and 
Volkswagen of South Africa (Pty) Ltd. In line with increased foreign direct investment 
in local assemblers, most now enjoy majority ownership by their mother companies, 
with the exception of Delta. This is the case with the Japanese-based companies 
(Nissan and Toyota) and the German-based companies (BMW, Daimler-Chrysler and 
VWSA) and one American-based company, Ford (Black, 2002).  

The automobile components sector is a more heterogeneous grouping, consisting of a 
range of large, medium and small enterprises. There are approximately 250 first-tier 
suppliers (most belong to NAACAM) and over 300 second- and third-tier suppliers 

                                                        
2 This is a broader definition, including manufacturing, distribution, servicing and maintenance of 
vehicles and components. The specific focus of this review is on the automotive assembly and 
component manufacturing sub-sectors, the driving forces behind the aggregate growth performance in 
the sector as a whole. 
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(the dti, 2002). First-tier suppliers supply directly to the OEMs and/or OESs 
(Original Equipment Suppliers/parts and accessories), aftermarket wholesalers or 
retailers (Barnes, 2001). Second- and third-tier suppliers do not have the same access 
to OEM supply contracts or global partners and are generally less competitive in 
terms of export capacity and best practices. NAACAM (2002) attributes this to 
internal limitations relating to “…industry Quality-Cost-Delivery standards, limited 
capacity, limited access to the latest technologies and ...financial resources”. Blue IQ, a 
targeted programme of development of global competitiveness, supported by the 
Gauteng provincial government, seeks to address these limitations within the 
automotive supply chain (NAACAM, 2002).  

Component manufacturing ownership consists of a mix of multinational and local 
companies. Of the top 10 global component manufacturers, eight have invested in 
South Africa. The local assemblers also have their own component manufacturing 
divisions.  

2.2 Investment trends  
This section summarises the extent and type of fixed investment expenditure in the 
automotive sector as a whole, and an analysis of that in the automobile assembly. The 
overall trend has been of negative net investment in the long term, showing some 
recovery in the past few years, mainly driven by the automobile assembly sector.  

Figure 1 shows trends in net fixed investments in the motor vehicle, parts and 
accessories sector, adjusted for inflation over the period. 

Figure 1 – Net investment in the motor vehicles, parts and accessories 
sector (1970-2001) 1995 R-million 

Source: Easydata database (TIPS, 2003) 

Net investment is calculated as sectoral fixed investment minus depreciation (or 
consumption of fixed capital). Figure 1 shows a negative trend, which indicates that 
depreciation exceeds investment, even if investment is positive in a given year. The 
motor vehicles and accessories sector has experienced very strong cyclical trends 
throughout the period, reaching lows during 1977, 1985 (the sanctions period) and 
1997. It has picked up over the last few years. 
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Figure 2 – Net investment by type: motor vehicles, parts and accessories 
sector (1970-2001) 1995 R-million 

Source: Easydata database (TIPS, 2003) 

A decomposition of net investment indicates cyclical trends over the period, with 
particular volatility in terms of machinery and equipment. However, the latter has 
shown particular improvements in the period 1997-2000, indicating general 
technological upgrading for future growth, mostly in response to the introduction of 
the MIDP.  

Table 2 – Net investment in the automobile manufacturing sector  
(2002-2003) 

Capital expenditure (R-million) 2000 2001 2002 2003* 

Product, local content, export investment 1,108.7 1 072.1 1 423.9 1,775.3 
Production facilities 202.5 727.9 887.5 836.8 
Land and buildings 109.7 33.3 152.0 161.0 
Support infrastructure (IT, R&D, technical) 140.6 244.9 262.4 350.0 
Total 1,561.5 2 ,078.2 2,752.8 3,123.1 

Source: NAAMSA quarterly survey June 2003, cited in Business Day, Roy Cockayne, 
17/06/03   * Projection 

The most recent quarterly survey (see Table 2) of NAAMSA shows that over the 
period, 2000-2002 there have been increases in the level of new investment in the 
automobile manufacturing sector. The trends show particular emphases on 
investment in products, local content, and exports and to a lesser extent production 
facilities. This points towards increased investment in creating additional capacity 
within the sector, which may be interpreted as geared at attaining global standards in 
average capacity utilisation rate. 

In conclusion, increased fixed investment levels point towards improved confidence 
levels in the sustainability of growth, especially with regard to exports, as dealt with in 
the next section. 
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2.3 Exports and the Motor Industry Development 
Programme (MIDP) 

This section summarises main trends in terms of export expansion and the role of the 
MIDP and the trade policy regime in this regard.  

The automotive assembly and component-manufacturing sector increased its share of 
total South African exports from four per cent to twelve per cent in the period 1995-
2001(the dti, 2002). Overall automotive exports between 1997 and 2002, exports 
grew by an average of 30 per cent, with similar trend among automotive component 
exports (the dti, 2002). This export expansion has been attributed partly to the 
introduction of the MIDP (the dti, 2002; Barnes, 2001; Black, 2002). 

The MIDP was introduced in 1995, as part of the dti’s trade policy framework to 
facilitate the industry’s entry into the global market and improve export capacity. 
After a recent evaluation, the programme has been extended to 2007 and a further 
extension is anticipated until 2012. The main objective of MIDP was to shift the 
industry from an inward-protectionist regime to an outward-export oriented one. This 
has involved trade liberalisation through the gradual reduction (steeper than the WTO 
obligations) in import tariffs on light motor vehicles and original equipment 
components (the dti, 2002). Secondly, it introduced incentives to increase exports, 
through import-export complementarity, whereby exporting companies earn rebates 
on imported components and vehicles. Effective from 2000, (the dti, 2002), 
manufacturers who invested in productive assets for light vehicle assembly and 
components, receive a production rationalisation Productive Asset Allowance (PAA), 
as an incentive to increase capacity.  

The free trade provisions under the Africa, Growth and Opportunity Act (AGOA) 
now facilitate the export of locally produced vehicles to the US duty and quota free, 
with some restrictions (LRS, 2002). In addition, new markets in the EU may open up 
from the SA-EU free trade agreement, as well as markets in Japan. These new markets 
are also attributed to global source networks flowing from increased foreign 
ownership of local assemblers. 

Table 3 shows that significant increases in assembly exports occurred post 1996, with 
a sharp concentration in 2001. OEMs have been able to attain economies of scale, 
through rationalising the number of models, and focusing on high volume models. In 
the period, 2000-2001, the overall value of exports increased from R20-billion to  
R30-billion. Overall, whilst the number of units increased, there has been a decline in 
the overall value, as a result of volatility in the domestic currency. 

Table 3 – Vehicle exports in the automotive assembly sector, 1995-2002 
(units) 

 1995 1996 1997 1998 1999 2000 2001 2002* 

Cars 8,976 3,743 10,458 18,342 52,347 58,204 97,307 124,500 
Light commercials 6,356 7,125 8,000 6,808 6,581 9,148 10,229 9,000 
Trucks and buses 432 685 1 111 748 788 679 465 400 
Total exports 15,674 11,553 19,569 25,898 59,716 68,031 108,001 133,900 

Source: NAAMSA as cited in LRS 2002, t he  dt i , 2002b  * Projections 

Exports as a share of overall production, especially light vehicle production, increased 
more than five-fold between 1997 and 2001, as shown in Figure 3. 
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Source: NAAMSA as cited in t he  dt i , 2002  * Projected figure 

Whilst the export expansion in the assembly sector is partly due to the MIDP, export 
capacity in the component-manufacturing sector preceded the introduction of the 
MIDP (Black, 2002). A decomposition of auto component exports (see Table 4) 
confirms the expansionary trend, driven mainly by catalytic converters and automotive 
leather. 

Table 4 – Exports in the automobile component manufacturing sector, 
1996-2001 (R-million) 

 1996 1997 1998 1999 2000 2001 

Tyres 296 342 498 639 682 781 
Silencers/exhaust pipes 170 151 493 598 337 282 
Road wheels and parts 227 325 446 518 551 725 
Catalytic converters 137 285 390 383 409 520 
Engine parts 227 325 446 518 551 725 
Stitched leather components 92 136 207 304 319 391 
Wiring harnesses 92 136 207 304 319 391 
Automotive tooling 279 309 256 264 362 441 
Glass 71 105 112 147 171 241 
Radiators 107 93 108 111 72 70 
Other components 928 1126 2011 2253 3088 3795 
Total component exports 4,051 5,115 7,895 9,674 12,640 18,586 
Annual change (%)  26 54 22.5 30.6 47 

Source: Black, 2002 

The top five component exports are dominated by catalytic converters, followed by 
automotive leather, tyres, road wheels and parts, and wiring harnesses. Thus, increases 
in the value of component exports have been more than 3.6 times, with a particular 
acceleration in the period 1999-2001. Barnes (2002) argues that most of this growth 
has occurred in tandem with the OEMs. In order to access export markets, auto 
component manufacturers have to meet the global design requirements. This it does 
through linking up with the local OEMs, which are subsidiaries of multi-national 
corporations (MNCs) (the dti, 2002). 

Export markets for light vehicles are dominated by the EU, followed by NAFTA 
countries and the Southern African Development Community (SADC).  
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A similar trend applies to component exports, as shown in Figure 5. 

Figure 4 – Destination of light vehicle production by value, 1997-2001 
(%) 

Source: TISA as cited in t he  d t i , 2002 

 Figure 5 – Destination of component exports by value, 1997-2001 (%) 

Source: TISA as cited in t he  d t i , 2002 

The main export market for the assemblers is Germany, as Daimler-Chrysler, BMW 
and Volkswagen source globally for the assembly of cars in South Africa for export to 
Europe. This capacity to develop global sourcing networks is reported to be crucial 
for component manufacturers, as OEMs prefer to source components from 
manufacturers that are subsidiaries of or linked to international suppliers (Mbendi, 
2003). Related problems face the component manufacturers, including rapid 
developments in technology and specifications and failure to meet the OEM just-in 
time-supply requirements (Mbendi, 2003).  

In conclusion, increased export propensity in the automobile sector reflects on 
improved cost competitiveness, as well as the capacity to deliver value added 
automotive products of high quality. However, both sub-sectors are still 
fundamentally batch producers and have not yet concluded the transition to mass 
production entities, in terms of global standards. Barnes (2002) argues that an 
overdependence on MIDP undermines the sustainability of current export growth. 
The export orienation as well the dependency relationship with global MNCs create 
vulnerabilities, as contractions in the global economy are key to growth in the sector. 
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2.4 The automotive value chain and the impact of 
globalisation 

Historically, the protectionist trade and industrial policy regime created an automatic 
value chain between local OEMs and local component manufacturers. Thus, the 
components sector has been inextricably linked to the OEMs, in part due to the local 
sourcing value chain. The latter arose as a result of local content requirements 
imposed on OEMs, who in turn enjoyed import protection until the mid-90s (Barnes 
1999).  

In the democratic period, globalisation has impacted on the OEMs and the 
component manufacturers separately as well as on their relationship. Thus the shift 
from an inward orientation to an export oriented trade and industrial policy regime 
was reflected onto the local value chain, which is now shaped largely by linkages into 
the global value chain. Barnes (1999) argues that while the shift towards the MIDP 
and the global integration of the OEMS resulted in a more export-oriented industry, it 
also changed the balance of power between the OEMs and the component 
manufacturers. Thus, one of the outcomes of foreign-based ownership has been the 
integration of local assemblers into global sourcing networks of their MNCs for both 
vehicles and components (Black, 2002).  

First-tier component manufacturers are linked into global sourcing networks by 
supplying local vehicle assemblers (OEMs), their parts and accessories sections as well 
as the motor trade wholesalers and retailers (Barnes, 2001a). They are also more 
organised, most belonging to the non-statutory industry association, NAACAM. 
However, most second- and third- tier component manufacturers are not locked into 
these global sourcing networks. These suppliers do not produce solely for the 
automotive sector, and mostly belong to the Steel and Engineering Federation of 
South Africa (SEIFSA) or remain independents. Further, whilst one of the objectives 
of the MIDP is to facilitate local content in component sourcing, local assemblers are 
locked into global sourcing networks of the parent companies.  Thus, Numsa argues 
that linkages to international MNCs unduly advantage certain component 
manufacturers, whilst those outside the global value chain derive fewer benefits 
(Cockayne, 2003, The Star). 

In conclusion, the investment of resources into upgrading and developing the capacity 
within second- and third-tier component suppliers, who are mostly small to medium 
enterprises, by the Automotive Industry Development Centre (AIDC) through the 
Gauteng government bears testimony to the vulnerability and potential 
marginalisation of this section of the automotive value chain. 

2.5 Employment 
Trends in employment growth in the sector are primarily linked to export trends and 
international demand factors. The drive towards export orientation and global cost 
competitiveness has resulted in a focus on ‘…improving productivity levels, quality 
enhancement and cost reduction’ (LRS, 2002). As a predominantly capital-intensive 
sector, new jobs in the sector have largely been of a temporary and contract nature 
(LRS, 2002). Whilst vehicle manufacturing capacity utilisation levels are below the 
average global capacity utilisation rate (76%) and expanding capacity will not result in 
increased employment, due to increased mechanisation (LRS, 2002). As Figure 6 
shows, the sector is not a prime job creator. 
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Figure 6 – Destination of component exports by value, 1997-2001 (%) 

Source: Easydata database (TIPS, 2003) 

A decomposition of employment in the automotive sector shows that the post-1998 
period showed relatively smaller declines, and some growth is predicted.  

Figure 7 – Employment trends in the automotive industry by sub-sector 
(1996-2001) 

Source: TISA, 2002, cited from NAAMSA, SATMC, RMI 

* Projected figures   ** Excludes non-exclusive automotive components manufacturing companies 

However, declines in the industry also coincided with the introduction of the MIDP. 
Currently there is a study under way (initiated by the NAAMSA and the Automotive 
Industry Export Council to establish employment levels and trends (Cockayne 2003, 
The Star). 

2.6 The skills composition of employment 
This section decomposes employment into categories of skill, namely semi- and 
unskilled workers, skilled and highly skilled workers.  
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Figure 8 – Skills composition of the motor vehicle sector 

Source: Easydata Database (TIPS, 2003) 

It shows that there has been a significant increase in the numbers of highly skilled 
workers in the motor vehicles sector. This translated into a growing proportion of 
skilled employees relative to semi- and unskilled workers. 

To a large extent, these trends mimic the general labour market trends witnessed in 
the South African economy over the last 30 years. However, it is evident in this 
sector that the greatest ‘skilling’ of the workforce took place between 1981 and 1991. 
The growth in the proportion of skilled workers then continued throughout the 
1990s, but evidently at a slower rate than the preceding decade.  

2.7 Investment in training 
The relative imbalance in training expenditure between the assembly and component 
sector, for the period 1999-2000 is partly indicative of the relative skills intensity of 
the sectors. It is also an indication that there is a lack of complementarity within the 
local value chain, as the sub-sectors are not acting in tandem in terms of skills 
development in order to meet globally acceptable standards. 

Table 5 – Expenditure on training 1999-2001 (R-million) 

 1999 2000 2001 

Domestic assemblers 84.0 143.4 85.9 
Component sector 20.4 24.6 25.0 

Source: t he  dt i , 2002 

Table 5 also indicates extreme volatility in assembler training expenditure, partly 
reflecting skills development and upgrading in response to export requirements.  

2.8 Productivity in the automobile sector 
Figure 9 shows labour and capital productivity trends since 1970. Labour productivity 
is measured as the ratio of output per unit of labour input, while capital productivity is 
measured as the ratio of output per unit of capital input. It shows the expected 

0%

20%

40%

60%

80%

100%

1971 1981 1991 2001

Year

P
e
r
c
e
n
t Semi & Unskilled

Skilled

Highly Skilled

 



HIV/AIDS AND THE ECONOMY 

A review of the South African automobile assembly and component 
manufacturing sector  in the context of HIV/Aids 

  

 17 

volatility of fixed capital productivity, given that investment in fixed capital is usually 
staggered, and would therefore yield large changes in productivity rates followed by a 
gradually decreasing progression as the capital stock depreciated. On the other hand, 
labour productivity trends are much less volatile, though they still vary substantially 
over the period. The correlation coefficient between the two is -0.50, suggesting the 
expected strong negative correlation between capital and labour productivity. 

Figure 9 – Index of labour and capital productivity: motor vehicles, parts 
& accessories 

Source: Easydata database (TIPS, 2003) 

The rising labour productivity figures in the late 1990s should thus be viewed with 
caution due to the declining capital productivity trends in the sector. If the cyclical 
nature of capital productivity is to continue, we could expect an associated fall in 
labour productivity in the near future. This would of course depend on whether new 
technologies introduced to the sector were labour displacing. 

We conclude our analysis of the sector by focussing on the employment output ratio 
and its change over time, which is presented in Figure 10. 

Figure 10 – Employment output ratio: motor vehicles, parts & 
accessories 

Source: Easydata database (TIPS, 2003) 
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Figure 10 shows that while the employment output ratio (expressed as the per cent of 
output per unit of employment input) fluctuates between 2 per cent and 5 per cent, 
there is significant year-on-year percentage change. These changes translate into 
considerable numerical changes in the numbers of workers employed or level of 
output change, which proves to be quite volatile. The correlation between the 
employment output ratio and capital productivity shows a strong positive correlation 
of 0.53, while the corresponding figure for labour productivity shows a very strong 
negative correlation of -0.87. This suggests that as capital productivity increases (for 
example through increased fixed investment), the employment output ratio increases 
while labour productivity decreases, and visa-versa.  

Given this relationship, we can infer that the employment-output decline since 1986 
was in fact caused by the last peak and subsequent decline in capital productivity after 
1987. This, in turn, led to the general increase in labour productivity over the period 
since then. 

2.9 Other competitiveness issues in the sector 
The capacity to maintain export growth and global competitiveness include 
sophisticated infrastructure to ensure the smooth movement of goods. The port 
infrastructure, in Durban, East London and Port Elizabeth are vital in ensuring that 
high value added auto components such as leather seat covers, catalytic converters 
and electronic components are delivered in line with just-in-time requirements in the 
global supply chain (TISA 2002). 

The volatility of the Rand and the resultant capacity of the industry to manage 
currency risk, remain crucial to overall competitiveness, especially in the light of 
export orientation, and the complementary importation of raw materials and 
components. 

Finally, the national supply chain, in terms of raw materials inputs sourced from the 
local steel and leather industries, especially in terms of rising prices, is also vital to 
export competitiveness. 
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3 HIV/Aids susceptibility and vulnerability 

This section seeks to provide an initial assessment of the characteristics and dynamics 
within the sector, insofar as they relate to potential exposure to HIV risk and 
susceptibility. This is followed by an assessment of policy interventions, as well as cost 
vulnerability within the workforce and the sector as a whole.  

3.1 HIV prevalence in the auto sector 
Most HIV risk assessments in the industry extrapolate national HIV prevalence 
figures (based on antenatal clinic data) to the specific workforce profile. The current 
data and projections on the impact of HIV/Aids indicate that the specific 
demographic, skills and income profiles, as well as structural factors specific to an 
industry or company may increase or decrease susceptibility and the exposure risk 
profile of the labour force (Abt Associates, 2000).  

Preliminary indicators are that, the automotive assembly and to a lesser extent, the 
component sector are low to medium-risk sectors. This is in line with estimated HIV 
prevalence trends in the manufacturing sector, relative to other sectors (Quattek, 
2000). However, in the absence of workplace-based surveys, this is not conclusive.  

In the assembly sector, estimated HIV prevalence rates are generally low, ranging 
from 5 per cent to 9.5 per cent, as indicated in Table 6, for those companies with 
information in the public domain. These rates are derived from a combination of 
prevalence surveys and VCT assessments.  The VCT results are potentially skewed, as 
it may reflect a certain degree of self-selection. However, given the high response rates 
(as in the case of BMW), it may be a relatively reliable indicator of risk.   
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Table 6 – Reported HIV prevalence rates in the assembly sector 

Company Type of 
assessment 

Sample 
size/population 

Year of 
assessment 

Prevalence 
(%) 

Daimler/Chrysler Prevalence 
survey 

1,400 employees 
(79% response 
rate) 

Oct 2001 9.5% (average) 

VWSA Prevalence 
survey 

Not available 2002 5% (average) 

BMW VCT 1949(63% 
response rate) 

May 2003 5% (average) 

Delta Prevalence 
survey 

Not known 2001/2 5% 

Ford VCT 
Actuarial 
assessment 

2,900 employees 
(25 % response 
rate) 

 Not available 

Toyota - - - Not available 
Nissan - - - Not available 

Source: World Economic Forum 2002a, 2002b 

While there is very little hard data available, one may assume that these rates are 
representative of the rest of the assemblers, given the homogenous nature of the sub-
sector. Industry observers indicate that these rates are considerably lower than the 
average projected adult rate in the surrounding communities. This they ascribe largely 
to the improved conditions under which assembly workers operate. Some of these 
relate to a certain set of factors including, an ageing workforce, with most workers 
older than 30 years, as well as a relatively stable living circumstances given improved 
wages and conditions of employment. These factors, and their complexity as risk 
indicators will be discussed later on. 

On the other hand, very little is known about aggregate HIV prevalence rates in the 
auto component-manufacturing sector. One may assume that aggregate prevalence 
rates are higher, given that it is considerably more heterogeneous, compared to the 
assemblers. Thus, it has a bigger workforce, as well as much wider range of large, 
medium-sized and smaller companies. Depending on the main production activity, the 
workforce profile may also differ considerably. Thus, catalytic converters are largely 
capital intensive, and likely to employ a workforce with a profile similar to the 
assembly companies. However, as a more labour intensive industry, the automotive 
leather companies employ a very different workforce with lower skill and education 
levels, and potentially higher risk exposure. Thus, it is likely that there is an intra-
sectoral gradient with component manufacturers having a larger risk burden than the 
assemblers.  

Despite the lack of supportive empirical evidence, it is generally the case that a lack of 
HIV/Aids interventions at company level is also indicative of general ignorance 
regarding the level of HIV risk faced. On the whole, the lack of prevalence 
information in the component industry may be ascribed to the fact that, unlike their 
larger counterparts, it is rather expensive for small- and medium- sized companies to 
embark on prevalence assessment exercises, including surveys. Even risk assesments, 
which extrapolate from national prevalence figures may be inaccurate, given relatively 
small enterprise sizes.  
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3.2 Preliminary indicators of HIV risk 
Key to a more reliable and nuanced understanding of the distribution of HIV risk 
across and within sectors and their supply chains is an understanding of the 
underlying risk factors that drive the sectoral distribution of HIV risk, within the 
sector and company environment. In addition, the risk environment outside of the 
working environment within surrounding communities may also provide an 
understanding of the workforce risk. The following discussion provides an overview 
of tentative indicators for measuring risk in the sector, and the validity thereof could 
be the subject of further investigation through the anticipated sero-prevalence survey 
in the sector. 

The literature identifies a range of risk indicators that may play a role in the relative 
susceptibility of a sub-population. Each of these will be addressed in turn, in order to 
assess the role they may play in understanding the distribution of risk within the auto 
supply chain. None of these risk indicators have a straightforward relationship to one 
another, as they tend to work with and against one another within the workplace 
environment. 

3.2.1 Demographic risk 

The demographic profile of both the assembly and component manufacturing is 
indicative of segmentation in the labour market, by race, gender, education and skill or 
job grade. It is a predominantly male industry; approximately two-thirds of the 
workforce is Black in semi-skilled and unskilled positions, while better-educated 
Whites occupy most skilled and highly skilled positions. In the assembly industry, 
most workers are likely to have a senior secondary education and higher, whilst 
average education levels are likely to start off a lower base in the components 
industry. Approximately 50 per cent of the industry is located in Gauteng, and the 
remainder in Eastern Cape and KwaZulu-Natal.  

The DaimlerChrysler prevalence study (Colvin et al 2002) indicated that the main 
predictors of HIV prevalence were race, geography/location and age in that 
workforce. Thus, more Blacks were infected, but indications were that the epidemic 
was “well entrenched” in other groups as well, at rates higher than similar populations 
in Europe, the US and Australasia.  

Table 7 – Prevalence rates by race and location at Daimler Chrysler 
South Africa (2002) 

 Total HIV prevalence rate (%) 

Race groups 

Black African 605 13.9 
Asian 125 6.4 
Coloured 216 3.7 
White 420 3.3 
Location 

Eastern Cape 927 8.5 
Gauteng 304 8.9 
KwaZulu Natal 161 11.9 

Source: Colvin et al, 2002 
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Given the predominance of Blacks, especially Africans in the industry, one may 
assume a high-risk exposure. However, it is also a predominantly male industry, and 
with the exception of migrant workforce, studies have shown that male populations 
generally have a lower prevalence rate than females. This may counteract the negative 
effect of race in the industry. At the same time, the DCSA prevalence results showed 
higher prevalence rates (12.1%) among young adult men (25-29 years), as well as in 
older adults, 11.5% and 12.8% respectively in the age cohorts, 35-39 years and 40-44 
years (Colvin et al 2002). This reflects the general prevalence risk profile in the 
population, in that infection rates among men start to rise at higher age cohorts 
compared to women. The higher prevalence among young men may also reflect the 
changing workforce profile in the industry. Thus, some assemblers (such as Nissan 
and DCSA) have undergone demographic profile changes, through the so-called 
‘rejuvenation’ strategy. Thus the relatively higher average prevalence rate (9.5%) at 
DCSA may at least partly be ascribed to an increasingly younger workforce, as 
opposed to an older, more stable workforce at BMW SA, for instance. 

While there is very little evidence available, there is also an assumption within the 
industry that the assembly workforce lives in communities that are fairly stable. 
Recruitment generally happens through local community networks with workplaces. 
As such, recruitment pools are also assumed to be fairly stable, and therefore 
lessening possibilities for the “importation” of high-risk sub-populations into the 
existing workforce.  

3.2.2 Geographic risk 

The auto workforce is a largely urban workforce and concentrated in provinces 
(Gauteng and KZN) that have among the highest prevalence rates in the general 
population. Further, the provincial gradient also tend to co-incide with the incidence 
of circumcision practices. Thus, there are initial indicators that circumcision may have 
a protective effect against the incidence of STIs and thus HIV infection. Circumcision 
is more widespread in the Eastern Cape, as opposed to provinces such as Gauteng 
and KZN. 

3.2.3 Stability of lifestyles 

The workforce in the automotive sector is a largely non-migrant population. As such, 
most are likely to have fairly stable lifestyles. Thus, some of the assemblers acribe their 
low prevalence rate to the relative stability of an ageing workforce, living in stable 
circumstances. A KAPB (knowledge, attitude, perceptions and behaviour) survey of 
DaimlerChrysler personnel indicated that most of the respondents were married, or 
living with longterm partners. On the other hand, the component industry is likely to 
show more variation. Thus, a study of 28 component firms in KZN reports that one 
firm reported a 6 per cent Aids-related mortality rate in its labour force in 2000. Most 
were semi-skilled workers recruited from the local migrant hostels and younger than 
40 years. Migrant living conditions are generally also accompanied with commercial 
sex activities. Further, given the level of wages among assembly workers are also more 
likely to live in secure housing. The KAPB survey at DaimlerChrysler indicated that 
most of the respondents lived in brick-built housing. The Nelson Mandela/HSRC 
study (2002) showed that those living in urban informal settlements have among the 
highest prevalence rate, as opposed to those in urban formal settlements. 

3.2.4 Economic status 

A number of factors come into play when considering the impact of economic status 
on HIV risk, including formal income, education profile and access to health facilties. 
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Increased financial independence are closely related to low risk exposure, especially 
later in the epidemic. When combined with higher levels of education, the 
concomitant increased access to information and knowledge may positively impact on 
the adoption of risk-aversive behaviours, Thus, it is assumed that since assembly 
workers are generally amongst the highest paid manufacturing workers, the protective 
effect of increased income reflects in relatively low prevalence rates. In contrast, 
component workers are generally less well-paid and have lower education profile, and 
thus likely to have a higher risk exposure.  

An analysis of wage agreements in the two sectors provides some evidence towards 
understanding the varying economic status of these workers. 

The tri-annual wage agreement in the assembly sector (see Table 8) provides for 
annual increases until July 2003, on the basis of the official Consumer Price Index, 
plus one per cent across the board (Labour Research Service, 2002).  This ensures that 
there is relative stability in the sub-sector over extended periods. This is not the case 
yet in the component sector, but that is currently on the table. 

Tables 8 and 9 illustrate that, assuming a 45-hour week, there are significant wage 
differentials between the two sub-sectors across all grades. 
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Table 8 – Wage rates by skill level in the automobile manufacturing 
sector (July 2000 - July 2004)  

Skill level 
July ’00 -  
June ‘01 

July ’01 -  
June ‘02 

July ’02 -  
June ‘03 

July ’03 -  
July ‘04 

1 (Training period) R17.88/hour R19.49/hour 
2 R19.86/hour R21.65/hour 
3 22.07/hour R24.06/hour 
4 24.52/hour R26.73/hour 
5 (Non-designated 
artisans) 

27.25/hour R29.70/hour 

6 (Designated 
artisans) 

32.70/hour R35.64/hour 

CPI + 1 %, 
across the 

board 

CPI + 1 %, 
across the 

board 

7 (Multi-skilled 
artisans) 

39.24/hour R42.77/hour   

Source: Labour Research Service, 2002 

Table 9 – Weekly wages and hours of work in the Motor Industry 
Bargaining Council* (2001) 

Grade Weekly wage Hours of work/week 

1 256.50 45 
2 366.30 45 
3 396.45 45 
4 433.80 45 
5 485.10 45 
6 585.00 45 
7 742.95 45 
8 851.85 45 

Source: Labour Research Service 2002     * The MIBC includes the retail trade as well.  

A comparative analysis shows that the assembly sector minimum wages are 
substantially higher than the component-manufacturing sector. This implies that 
general living standards of component workforce will be more variable, and less 
secure than assembly workers. 

As a whole though, these manufacturing workers are likely to have a higher income 
than the surrounding communities, which may result in risky sexual behaviours. These 
relate particularly to the so-called ‘sugar daddy’ phenomenon in townships that is 
increasingly coming under scientific scrutiny, in terms of its role as a risk transmission 
mechanism. This relates to the practice of ‘transactional’ sex between older, wealthier 
men and younger women, who exchange sex for financial support. This is different 
from traditional forms of formal prostitution. 

Most of the assembly workforce will have access to fully-fledged on-site occupational 
health facillities, extended to include the treatment of sexually transmitted infections 
(STIs), and thus lowering the risk of contracting the HI virus. Given the variation 
within the component sector, occupational health facilities are likely to be less widely 
spread. Moreover, where they do exist, the facilities may not extend beyond 
occupational health matters. One may therefore assume that the component sector is 
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likely to have a potentially higher risk exposure, especially among medium to small 
companies. 

3.2.5 Atypical forms of employment 

In line with most industries that are restructuring, atypical or non-permanent forms of 
employment, through outsourcing or sub-contracting, are now a fundamental part of 
the automobile sector. Thus, whilst most assemblers still employ significant 
numbers of permanent employees, fixed- term contractors or temporary workers 
supplied by sub-contractors or labour brokers are employed in significant numbers. 
Thus BMW employs 3,000 permanent employees and 1,800 contractors. Daimler-
Chrysler SA has 4,500 permanent employees and approximately 3,000 suppliers and 
contractors (World Economic Forum, 2002). These workers are likely to be employed 
at lower skilled levels, have a different demographic profile and relatively seasonal or 
‘unstable’ contract employment. Other studies have shown that contract workers, 
especially at lower skilled levels have a higher risk propensity. Also, if employed by 
labour brokers they generally enjoy lesser wages and conditions of employment, all 
contributing to increased susceptibility. 

In conclusion, all of the above suggest that an intra-sectoral gradient in terms of HIV 
risk exists in the auto supply chain. All of these risk indicators merit further 
investigation to verify the extent to which they create conditions that increase or 
decrease susceptibility within the industry. 
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4 Overview of  HIV/Aids responses in the auto 
sector  

This section seeks to provide an overview of HIV/Aids approaches in the automobile 
sector. It provides an overview of the nature and extent of intervention. Much of the 
discussion is based on information in the assembly sector, given the relative absence 
of information for component manufacturers. This presents a major constraint in 
providing a coherent assessment of dynamics across the supply chain. However, a 
recent study by the AIDC on HIV/Aids in the Gauteng automotive industry 
confirmed these trends. Thus, in a study of tier one companies, that is suppliers to the 
assembly industry, showed that most did not have any workplace-based HIV/Aids 
programmes, whereas all of the surveyed assemblers had active workplace 
programmes (AIDC, 2003). 

4.1 Policy approaches in the assembly sector 
All of the assemblers have a HIV/Aids policy in place, and most indicate that the 
policy- champion is more likely to be located at senior management level. These 
generally include the rollout of education and awareness programmes as well as the 
training of peer educators. All assemblers have conducted risk assessments, whilst 3 
have conducted sero-prevalence surveys, including Daimler-Chrysler, Delta and 
VWSA. All companies have VCT (Voluntary Counselling and Testing) programmes. 
Testing response rates vary widely from as high as 63 per cent (BMW) to about 10 per 
cent at Toyota. As these are predominantly large companies, most also have 
occupational health facilities on site. However, in most cases the provision of 
treatment and care are outsourced to medical aid schemes such as the Aid for  
Aids programme. The take-up rates of treatment programmes also vary. 

None of the assemblers reported a noticeable impact on productivity, performance or 
absenteeism. Thus, BMW SA indicated that it has not experienced a noticeable impact 
on the business productivity, performance or absenteeism. This it ascribes to a 
relatively stable and older workforce with considerable years of experience and stable 
supply sources for labour recruitment. In 2002, the company reported two deaths that 
could be attributed to Aids-related causes (BMW interview, 2003). Finally, the overall 
perception within management is that given the combination of intervention 
programmes as well as the profile of the workforce, Aids is not regarded as a 
competitive risk in the sector.  

The following range of interventions are provided by most assemblers: 

 Formalised HIV/Aids policy 

 Prevention and awareness 

 Peer education 

 Condom distribution/promotion 

 Voluntary Counselling and Testing (VCT) 

 Knowledge, Attitudes and Perceptions/Practices (KAP) assessment 

 Treatment of STIs 

 Wellness programmes (nutritional support, exercise, etc.) 
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 Treatment of opportunistic infections 

 Highly active anti-retroviral treatment (HAART) 

4.2 Policy approaches in the component manufacturing 
sector 

Most of the large component companies belong to the non-statutory industry 
association, NAACAM and are more likely to have some exposure to HIV/Aids 
awareness and prevention activities. However, small to medium sized companies are 
more likely to operate as private operators, independent of the influence of industry 
associations. AIDC (Automotive Industry Development Corporation) is currently 
rolling out a programme of education and awareness in the Gauteng component 
companies. 

Many of the large component companies are foreign-owned, and may also be locked 
into relationships with local assemblers. This link, one assumes may have a positive 
spin-offs effect in terms of exposure to HIV/Aids intervention activities. However, a 
baseline study by the AIDC shows that most of the tier one respondents in 
Gauteng, that is, suppliers to local assemblers, had no HIV/Aids policies in place. 
This also implies that Tier 2 and 3 suppliers, already marginalised within the industry 
(as discussed earlier) are even less likely to have such policies in place. Similarly, a 
study of 26 automotive component manufacturers, as shown in Table 10, shows that 
most members did not have integrated HIV/Aids policies and preventative 
programmes as part of their Human Resource Development strategy, nor are they on 
a par with best practice examples (KZN Benchmarking, 2002).  

Table 10 – Proportion of automotive component companies with best 
practice HIV/Aids interventions: 2001/02 (n=26) 

Best practice interventions % club members with interventions in place 

Formalised HIV/AIDS policy 55.6 
Focal HIV/AIDS person 55.6 
Peer education programme 55.6 
Management awareness programme 61.1 
STD awareness programme 61.1 
Condom distribution 72.2 
Occupation health services 77.8 
Community support programme 38.9 

Source: Cited in KZN Benchmarking Club, 2002 

What is even more disturbing is that most of these companies form part of the 
Benchmarking Club as they adopt, or are in the process of adopting best practices in 
order to fulfil global competitiveness requirements. Further, whilst most of the 
assemblers may have the intention to roll out HIV/Aids-related programmes to their 
suppliers, this is not yet in place. 

Increasingly though, there is the realisation that in order to ensure the smooth 
operation of the supply chain, large assemblers may have to provide more support in 
HIV/Aids management in the component industry. Thus, BMW and DCSA have 
indicated their intentions to roll out HIV/Aids programmes among their suppliers. 
Moreover, large corporates operating in the Durban Automotive Cluster are putting 
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into place procurement policies that require suppliers to conform to certain standards 
with regard to HIV/Aids management. The growing trend towards the establishment 
of Automotive Supplier Parks (clusters of component suppliers located around the 
main assemblers) based in the three provinces will facilitate the dissemination of such 
interventions, as well as monitoring the implementation and effectiveness of 
HIV/Aids interventions among component suppliers.  
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5 Impact on company costs 

Among the key comparative advantages of the SA auto industry in recent years, derive 
from increased labour productivity and low direct labour costs, relative to its 
competitors. Thus, the adverse impact of company costs related to HIV/Aids 
morbidity and mortality on payroll costs will be detrimental to global competitiveness.  
There is very little information on aggregate costs to the industry available in the 
public domain. Thus, this section provides an overview of the general nature of Aids 
related costs to the employers, and provides some examples of its impact on selected 
assemblers, and possible implications for small and medium-sized companies 
especially in the component manufacturing industry. 

Aids-related costs to companies are mostly of a direct and indirect nature, as outlined 
in Table 11.  

Table 11 – Total Aids-related costs to an employer 

Direct costs Indirect costs 

Medical care Reduced on-the-job 
productivity 

Benefits payments Reduced productivity due to 
absenteeism 

Recruitment and training of 
replacement workers 

Loss of supervisors’ time in 
dealing with productivity 
losses 

 Vacancy rate until 
replacement is hired 

Individual costs from one 
employee with HIV/Aids 

 

 
Reduced productivity while 
the replacement workers 
learns the job 

Insurance premiums Senior management time 
Accidents due to ill workers 
and inexperienced 
replacement workers 

Production disruption 

Depressed morale 
Loss of experienced workers 

Organisational costs from 
several employees with 

HIV/Aids 
Costs of litigation over 
benefits and other issues Deterioration of labour 

relations 

Source: Rosen et al, 2003 

Other direct costs related to HIV/Aids related prevention programmes such as peer 
counselling, education and awareness, as well as treatment and care, including the 
provision of anti-retrovirals.  

As an example of how this may unfold in reality, Figure 11 shows that, in the case of 
Daimler Chrysler SA, more than 80 per cent of the costs of an infection are equally 
shared between death and disability (direct costs)3 and productivity losses (World 

                                                        
3 Also note that not all costs related to insured benefits accrue directly to the company. Only increases in 
premiums may apply, whereas benefit payouts (lump sums, etc.) accrue to the insurance company. 
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Economic Forum, 2002a). Thus, increases in the proportion of direct costs in relation 
to overall payroll, may have an adverse effect on overall labour cost. Other studies 
have described how many companies have adopted cost-avoidance strategies (limiting 
benefits, passing on premium increases to individual workers, etc.) in order to reduce 
the impact on payroll cost (Rosen et al, 2003). 

Figure 11 – HIV/Aids-related costs of an infection at DaimlerChrysler 
(2002) 

 

Most of the assemblers have adopted extensive intervention programmes, including 
insured benefits, as well as the provision of HAART through their medical schemes. 
Overall it does not seem then that Aids does not represent a major financial risk to 
most assemblers. A cost impact analysis at Daimler-Chrysler in 2002 estimated that 
the average present value cost per HIV infection is US$31,000. At its peak year (2006) 
of HIV-related expenditure, forecasted costs will be at about 4 per cent of the 2001 
payroll, or US$1.6-million. 

In 2002, Daimler Chrysler SA’s HIV/Aids budget was US$44 per employee per year 
(0.5% of payroll) and that of BMW SA was US$54 per employee per year (World 
Economic Forum 2002a, 2002b). 

Figure 12 provides a breakdown of the Aids budget of BMW. An analysis of the types 
of interventions show that VCT and wellness programmes, aimed at nutritional 
support and support of the immune system accounts for the largest proportion of 
Aids costs. While this distribution tend to reflect general practice among larger 
companies, the provision of HAART is usually considered as a last option, due to the 
costs involved. 
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Figure 12 – Distribution of BMW’s Aids budget (US$161,000 per annum) 

Source: Global Health Initiative (www.weforum.org/globalhealth) 

The general policy approach underlying intervention is to reduce direct costs, 
including medical expenses and pension and death benefits, and indirect costs such as 
illness-related absenteeism and replacement costs. AngloGold reports that the 
implementation of prevention therapy can reduce mortality risk by 46 per cent and 
hospitalisation by 43 per cent (AngloGold, 2002). 

The second underlying objective is to extend the productive lives of infected workers, 
thereby containing potential productivity losses and labour turnover in lossess in skills 
and experience. Thus, whilst intervention is mostly a cost saving measure, it 
effectively retains the current stock of skills and experience, by the possibility of 
extending the productive lives of infected employees. These interventions have the 
potential of slowing down the waves of cumulative losses of labour supply.  

This is particularly important given that productivity losses may present a much more 
difficult challenge to assemblers, as it represent one of the key legs of the industry’s 
competitiveness. Thus, given the growing skills intensity in the industry, investment in 
education and training may be at risk given losses at skilled and highly skilled levels. 
Again, the DCSA example shows that prevalence levels at these levels may not be as 
high as those at lower skilled levels, but are higher than expected, as shown in Table 
12.  

Table 12 – HIV prevalence by job bands at Daimler Chrysler (2002) 

 Total employees HIV prevalence (%) 

Hourly 740 10 
Line management 416 7.2 
Senior management 80 3.8 

Source: Colvin et al, 2002 
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This represents an area of vulnerability especially given that, as expected, there are 
huge differences between the relative costs of an infection at different skill levels. 
Thus the average present value cost (discounted cash flow) of an infection for hourly 
employees were US$17,000 to US$126,000 for those in the highest pay range and 
skills in 2002, at DCSA. 

A related issue is that of increased automation as one of the cost-avoidance strategies 
adopted by companies in the face of Aids. The low levels of employment growth in 
the industry, is also indicative of increased automation as a key element in increasing 
the global cost-competitiveness of exports. However, in the face of Aids-induced 
costs, automation may become a blunt tool in exacerbating the increased cost and 
social burden on the state, individuals and households as unemployment increases 
(Bruton 2003). At the same time, it may deepen societal losses in human capital, as 
Aids-induced losses in skills are not replenished. Thus, there may be a fundamental 
contradiction in providing extensive intervention programmes to reduce HIV risk at 
the workplace, along with the negative impact of automation and unemployment in 
surrounding communities.  

 As indicated previously, South African automotive firms are increasingly integrating 
into global supply chains.  Thus, their relative exposure to HIV/Aids and their 
response thereto will become an important element in securing foreign and domestic 
investment. In future, local private companies will be required to disclose their 
HIV/Aids risk exposure and management strategies in their annual financial reports. 
This flows from recommendations from the second King Report on Corporate 
Governance, the Promotion of Access to Information Act, 2000, as well as the SA 
Institute of Chartered Accountants and the Johannesburg Securities Exchange (JSE).  

Large assemblers are more likely to test their workforce and determine their own risk 
exposure, compared to the component manufacturers. However, they lack an 
understanding of the distribution of risk in their supply chains. As such they run the 
risk of Aids-induced supply chain interruptions from suppliers and distributors. 
Anecdotal evidence suggests that large auto assemblers in a KwaZulu-Natal industrial 
area increasingly have to factor in Aids-induced shocks to their supply chains (auto-
component manufacturers). Thus, individual company costing of the potential HIV 
impact may be limited, insofar as it does not factor in ancillary costs, arising from 
HIV risk of suppliers and distributors. In this context, the allocation of resources may 
be inappropriately targeted, based on inadequate information.   

Thus large, formal and mainly multinational companies have developed relatively 
comprehensive responses to HIV/Aids in terms of education and awareness, and 
given economies of scale, can afford to provide treatment and care to infected 
employees, and even to their families. However, the same cannot be said for small, 
medium and micro-sized companies. This imbalance may jeopardise meeting global 
competitiveness requirements (including just-in-time delivery and quality standards).  

One of the more significant findings, as shown in BMW is that 30 per cent of the 
budget is aimed at promoting an external awareness of the Aids impact. Among other 
agents one may assume that these would include external component suppliers as 
well. As shown previously, there is very little available in terms of the cost impact on 
component industry. However, there is limited information that Aids is beginning to 
have a noticeable cost impact. Of course, for small- to medium-sized costs the 
absence of, or low provision of, insured benefits imply that direct costs will be less 
significantly affected. However, evidence from the KwaZulu-Natal Benchmarking 
Club cites one of its members who reported that it now forecasts a two-fold increase 
in its permanent absenteeism rate, arising from HIV infection, thus affecting overall 
labour costs. 
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A study very pertinent to the dynamics in the auto component sector analyses the 
procurement of HIV/Aids services (such as prevalence surveys, development of 
workplace policy, voluntary counselling and testing and so forth) for SMEs. It shows 
in Figure 13 that the incidence of such services among small companies remain 
negligible, a more substantial usage among medium-sized companies, whereas large 
companies consume the bulk of these services.  

Figure 13 – Purchasing of HIV/Aids services by company size 

Source: Connelly and Rosen, 2003 

This impacts upon the overall vulnerability of the local manufacturers (including the 
assemblers) in terms of increased Aids-related costs along the supply chain, as well as 
capacity to export. Most assemblers have implemented extensive prevention 
programmes and, in varying degrees, treatment and care programmes to manage their 
individual risk. However, if increased HIV risk becomes more evident at component 
level, local component suppliers may become even more marginalised from global 
sourcing networks.  There is a tendency by foreign investors to regard the socio-
economic situation in South Africa in a negative way, and the added cost of 
HIV/Aids may put export contracts at risk.   

Medium and smaller companies (as evidenced by members of the KwaZulu-Natal 
Benchmarking Club) may not be able to absorb the risk related to increased costs, 
especially when faced with declines in labour supply, skills levels and profit levels. 
Thus, support networks amongst large and smaller enterprises along the supply chain 
become essential in order to draw upon more resources (in the management of HIV 
risk and related cost) to reduce their relative burden. There is a role for the assemblers 
and industry associations, to factor in HIV/Aids risk management as a key element in 
the drive towards increased global competitiveness along the supply chain.   

5.1 Impact on profitability 
The recent increases in fixed investment within the local assembly industry are an 
indicator of an optimistic outlook for increased profitability in the industry.  It is also 
a reflection on the centrality of international market demand as the main driver of 
profitability in the industry, and also that it is less likely to be subject to the adverse 
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impact of HIV/Aids. The domestic market is small and not lucrative, as new cars are 
too expensive for local consumers, or aimed at the higher income or corporate 
market.  Thus, changes in demand in the local market as a result of the adverse effect 
of HIV/Aids is not likely to have a discernible impact. 

However, key to levels of profitability would be negative perceptions regarding high-
risk nature of the industry, especially in regard to its ability to secure continued 
product supplies to its overseas market. Recent public/private partnerships between 
the GTZ and German-owned auto subsidiaries to implement pro-active HIV/Aids 
intervention programmes are indicators of the seriousness with which this is regarded. 
In the absence of an appreciation of the extent of the epidemic among suppliers, it is 
very difficult to gain even a preliminary understanding of the overall impact on sector 
profitability. 
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6 Conclusions 

The first part of this paper illustrates that the automotive manufacturing sector has 
made great strides in becoming a significant, albeit small global player on the basis of 
certain key comparative advantages. However, structural weaknesses inherent to the 
supply chain, in its linkage to global sourcing networks, also point towards fault lines 
for the adverse impact of HIV/Aids on the industry. From the limited information 
available, a highly differentiated industry picture emerges in terms of the nature and 
extent of HIV risk and the management thereof among auto assemblers and 
component manufacturers. This merits a more in-depth investigation, as it has serious 
implications for the sustainability of the existing growth path, but also for the 
government-sponsored industry investment programme, the MIDP. 

Overall, the automotive assembly and component manufacturing sectors are 
strategically placed in the drive to shift the South African economy to become more 
outward-oriented, producing high-value- added products of good quality in line with 
global specifications. However, in managing this shift, it may need to direct its 
energies also more inwardly, in considering how to manage a differentiated HIV/Aids 
burden along the supply chain. 
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