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Welcome and context

Manufacturing has the potential to 
create structural employment, embed 
intellectual property, drive economies of 
scale and act as a catalyst for the services 
sector. Industrialisation is critical for a 
country’s success, with the scalability of the 
automotive industry almost second to no 
other industry.

But industrialisation in Africa is limited. 
Africa is highly dependent on commodity 
exports, with the lack of manufacturing 
activity leaving many African economies 
exposed. Countries with high levels of 
manufacturing-to-GDP have baked in 
better levels of equality than resource-

propelled economies. Countries with 
limited manufacturing capacities have high 
income inequality, with the exception being 
highly advanced service-driven economies 
(mostly in the first world). Countries with 
high levels of manufacturing thus present 
opportunities for employment and higher 
equality.

Industrialisation is imperative for 
developing economies, which is why part 
of the mission of the African Association 
of Automotive Manufacturers (AAAM) is 
to create an enabling environment for 
automotive industrialisation in Africa. 

Industrialisation 
is critical for 
a country’s 
success, with 
the scalability of 
the automotive 
industry almost 
second to no 
other industry.
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Industrialisation is key in driving inclusive growth in Africa. Therefore 
manufacturing, and the automotive industry, is pivotal for the continent to grow.
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AAAM overview

Building Automotive Manufacturing Ecosystems in Africa

The South African automotive story 
is encouraging and shows that the 
automotive industry can thrive in Africa. 
Although there is a lot of potential in 
the rest of Africa, the industry will not 
unlock itself. Structural challenges (e.g. 
high importation of used cars and lack of 
financing solutions) need to be addressed 
by political will and good policy. 

The AAAM aims to assist in advancing 
industrialisation and automotive 
manufacturing in Africa by working in four 
pillars:

1. Trade policy: The AAAM alongside 
Alec Erwin, previously South African 
Minister of Trade and Industry, have 
helped Ghana, are concluding work 
in Nigeria and are now working with 
Kenya to develop its automotive policy. 

2. Technical matters: The industry is 
immensely complicated (e.g. emission 
standards, vehicle inspection, 
fuel quality) and countries require 
technical expertise. This includes 
understanding the entire automotive 
value chain to avoid a silo mentality.

3. Qualification: The right type of skills 
for the automotive industry need to 
be developed in Africa.

4. Engagements: Engagements with 
African economies are crucial. 
For example, the AAAM recently 
travelled to Ethiopia to showcase the 
automotive industry’s interest in the 
country.

The association is open to anyone who 
has Africa’s industrialisation at heart, 
whether suppliers, original equipment 

manufacturers (OEMs) or banks. This does 
not mean that every African country will 
become an automotive manufacturer – 
not every country in the European Union 
is – but that everyone has the opportunity 
to participate in the value chain from raw 
materials to services. 

Thomas Schaefer, Chairman 
and Managing Director: 
Volkswagen Group SA; 
President: AAAM

Industrialisation, and specifically automotive manufacturing, is limited in Africa. 
The AAAM aims to increase this by advancing industrialisation in Africa.

The South African 
automotive story 
is encouraging 
and shows that 
the automotive 
industry can 
thrive in Africa. 
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Panel discussion: Building automotive 
manufacturing ecosystems in Africa

Building Automotive Manufacturing Ecosystems in Africa

Industrialisation is complex. Although South 
Africa has created a unique automotive 
ecosystem supported by consecutive 
industry programmes (such as the Motor 
Industry Development Programme (MIDP) 
and the Automotive Production and 
Development Programme (APDP)), it was 
not always the case. It took South Africa 
91 years to reach its current production 
volumes of over 600 000 vehicles, largely, 
as pre-democracy ecosystems were not 
conducive, resulting in a sluggish industry. 

The South African Automotive Masterplan 
(SAAM) now aims to double the production 
capacity in South Africa in the next 15 years. 
Although South Africa’s current regulatory 
environment is conducive, is it enough? To 
achieve this massive growth, the industry 
needs to understand the ecosystem and 
take advantage of opportunities in South 
Africa and also in Africa.

Developing the 
automotive sector 
is a longer journey, 
which requires a 
long-term view and 
strategy.

Thomas Schaefer, Chairman and Managing Director: Volkswagen Group SA; President: AAAM
Dr Markus Thill, President of Africa Region: Bosch; AAAM member
Mike Mabasa, Executive Director and CEO: National Association of Automobile Manufacturers of 
South Africa (NAAMSA); AAAM member
Dr Yinager Dessie, Governor, Ethiopia Central Bank

Moderator: Dr Martyn Davies, Managing Director: Emerging Markets & Africa and Africa 
Automotive Leader, Deloitte Africa

“Developing the local automotive industry has the potential to generate high-value 
economic activities, improve living standards, and create higher-paying jobs, while 
developing upstream (e.g. plastics) and even services-based downstream (e.g. 
maintenance services) industries.” 
– Deloitte Africa; Rooting SA: Strengthening the local automotive industry.

https://www2.deloitte.com/za/en/pages/consumer-industrial-products/articles/rooting-sa.html
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As the automotive industry is about 
economies of scale, a fundamental 
challenge also is unlocking African 
demand and thus volumes. More complex 
systems require more investment, and so 
more scale. Volume is thus essential for 
all suppliers, including lower tier suppliers 
who need to be further entrenched in the 
automotive industry. The tier suppliers 
tend to follow OEMs, who dominate 
the location decision. And for OEMs, a 
conducive environment includes:

 • Political will: Governments need the 
political will to go on this long-term 
journey and make the necessary 
structural changes. 

 • Steady implementation: The local 
automotive industry does not develop 
overnight, and there are no quick fixes. 
It requires hard work and collaboration 
between key role players to develop a 
significant industry.

This is highlighted in the Moroccan 
automotive industry. The government 
focussed on assisting the entire 
supplier base, and benchmarked their 
prices against Mexico and Romania to 
measure suppliers’ competitiveness. The 
government further found mechanisms 
to enhance supplier competitiveness, 
whether by import subsidies, vocational 
schooling or upskilling.

Another example is Ethiopia, the 
second most populous African country 
after Nigeria. Ethiopia has focussed 
on industrialising, with incremental 
liberalisation opening up industries and 
creating opportunities. The government is 
committed to develop the manufacturing 
industry, including the automotive 
industry. 

With the rise of the Ethiopian middle 
class, more vehicles are expected to be 
demanded in the medium to long term. 
Already, the country imports a huge 
amount of vehicles, resulting in forex 
being spent on imports. Although the 
shortage of forex can impede industrial 
pursuits, this is expected to be a 
temporary issue. The shortage can be 
tackled by working on the supply side, 
promoting investment and thus exports. 
The Ethiopian government has indicated 
willingness to work alongside stakeholders 
in addressing ecosystem challenges to 
improve efficiency gains and promote 
the automotive sector, aiming to serve 
Ethiopia and other East African countries.

This is also a lesson for South Africa. 
The South African industry needs to 
think differently, agitate government and 
utilise opportunities, such as the African 
Continental Free Trade Area (AfCFTA) 
agreement. For example, the vast majority 

of South African vehicles exported 
to Africa go to the Southern African 
Development Community (SADC) region. 
The South African automotive industry 
is thus already benefitting from the free 
trade agreement via the customs union 
arrangement. 

This highlights a larger challenge and 
opportunity: creating a coordinated 
approach in designing the automotive 
industry across the continent. Developing 
the automotive sector is a longer journey, 
which requires a long-term view and 
strategy. For Africa, this means unpacking 
how the region works together, and 
disaggregating the value chain to build an 
African automotive industry. This could 
lead to significant investment and jobs 
across the regions. 

Producing in Africa for Africa is better for 
all stakeholders. African countries need 
to work together to avoid competing 
automotive ecosystems. This requires 
collaboration and a holistic strategy for 
the continent, with the AAAM aiming 
to create fertile ground for these 
conversations. 

Building Automotive Manufacturing Ecosystems in Africa
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Way forward

Africa is going to grow in the future. The 
continent has tremendous potential and 
positive signs are being witnessed with 
Toyota’s exports to the rest of Africa 
increasing by 25% this year. Nevertheless, 
challenges need to be addressed to 
unlock Africa’s potential. 

This includes governments’ will and 
commitment in developing detailed and 
effective industrial and trade policies. 
Government commitment, for example, 
was highlighted in the AAAM’s recent trip 
to Ethiopia with the Ethiopian government 
busy creating a holistic approach in 
dealing with the automotive industry and 
industrialisation.

It also relates to having a common 
vision and strategy as a continent, as 
a region and as separate countries. A 
hub and spoke strategy can be useful 
in taking the continent forward. Parts 

and components value chains should be 
distributed across the continent, as not all 
African countries are able to manufacture 
automotive vehicles. This requires 
detailed conversations on value chain 
roles for individual countries, to develop 
a targeted and coherent approach, with 
a clear overarching vision of taking the 
continent forward. If not, countries will 
be competing with each other or going in 
different directions. 

Moreover, the automotive ecosystem 
requires more than just trade and 
industrial policy. It requires infrastructure, 
financing solutions, and logistics 
support to name a few. Importantly, this 
ecosystem needs to be embedded in the 
common strategy discussed above.

The automotive industry can play a 
big part in elevating the continent. 
Developing the industry, however,  

is a marathon, not a sprint. This 
necessitates action, and building on 
ongoing efforts. The policies developed 
should be mutually beneficial for 
everyone in Africa. This means creating 
affordable and sustainable mobility 
solutions which can be an economic 
catalyst in our continent.

Andrew Kirby, President and 
CEO: Toyota SA Motors; AAAM 
member

Industrialisation is a long journey, and will not happen overnight. The continent 
has enormous potential, but challenges need to be addressed. 

Developing the 
industry, however, 
is a marathon, 
not a sprint.

Building Automotive Manufacturing Ecosystems in Africa
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Summary and close

Although there is an aspiration for industrialisation in Africa, key issues (e.g. trade, localisation 
and mobility) need to be addressed. The automotive industry is at the forefront of this 
industrialisation aspiration. 

This, however, requires national and regional policies to be aligned and well-developed for 
multiple African economies to participate collectively in the value chain. It will be heavy lifting 
to industrialise, but worthwhile in the long-run.

Dr Martyn Davies, Managing Director: 
Emerging Markets & Africa and Africa 
Automotive Leader, Deloitte Africa

Industrialisation is not only a business imperative and a business opportunity, 
but a development imperative for Africa. 

Building Automotive Manufacturing Ecosystems in Africa
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