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Celebrating 100 Years of the
THE AUTOMOTIVE BUSINESS COUNCIL South African Automotive Industry

Day two 10h50 to 11h30 (Wednesday 16 October 2024)

PANEL | Emerging Trends and Disruptions of Imported Brands in SA

The global OEM production and trade system enables the production of all their required models
across several production centres globally, linked to global demand patterns. The essence of the
previous and current policy regimes in the form of the Automotive Production and Development
Programme Phase 2 (APDP2) was designed to encourage the OEMs in manufacturing one or two high
volume models, to obtain economy of scale benefits via exporting and to import low volume models

that are not locally manufactured.

South Africa’s automotive industry is export-oriented, with the APDP2 incentivising the OEMs through
a rebate mechanism that is tied to a reduction in import duties. South African consumers are therefore
spoilt for choice, as on top of domestically manufactured models, domestic new vehicle demand is
also met by a range of imported models, in a highly competitive pricing and trading environment. In
2023, the 295 817 new light vehicles (passenger cars and light commercial vehicles) imported into
South Africa originated from 24 countries. Light vehicle imports declined by 8,6% from 323 783 units
in 2022 to 295 817 units in 2023 in line with a depressed domestic new vehicle market. Passenger car
imports accounted for 76,9% of total passenger car sales of 347 388 units in 2023, and light
commercial vehicle imports accounted for 18,8% of total light commercial vehicle sales of 151 492
units in 2023. Despite the high level of imports, the South African motor industry achieved record

vehicle production of 633 332 units.

Imported light vehicle models have averaged 55% of annual new vehicle sales over the past decade,
with domestic manufactured models’ share declining to 45% as demanding consumers want access to
the wide variety of the latest models available globally. Imports contribute to the intensely
competitive new vehicle market and in 2023 there were 46 passenger car brands with 2 172 model
derivatives, the greatest selection of choices compared to market size in the world. Despite the wide
variety of choices, eight of the top 10 selling models were locally manufactured. India was the top
country of origin for vehicle imports comprising 53,2% as India has been established as the global hub
for small and entry level vehicles by global brands which comprise the bulk of sales in the domestic
market. Chinese vehicle imports have also increased as affordability is driving new vehicle sales in line

with the weak economic climate in the country. Suzuki also made huge strides and moved into third
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position in the new vehicle market share rankings two years ago with its affordable models. In 2023,

63,7% of vehicles sold in the domestic market was below the R500 000 price range.

The US and the EU have recently imposed severe import duty penalties on cheap Chinese EV imports
into their markets due to State support for these vehicles. Unaffordability is a major impediment in
market adoption of EVs in the domestic market and cheaper EVs could address this problem in view
of the lack of any demand stimulus in South Africa. The question now arise, should the South African
government and the industry be concerned about the surge in imports from China and India or rather
regard this as an opportunity for market adoption of electric vehicles in South Africa and rather

collaborate, especially with China, for new investments in EVs and EV battery technology.

A diverse panel actively participated on this typical issue and concluded that the disruptions and
trends were set to continue, that affordability needed to be defined with regards to consumers and
vehicles, that the affordability dynamics offered opportunities to competitors like China highlighting
some market penetration strategies by Chinese entrants, that new entrants should add value to the
domestic economy via investments and employment in dealerships, and that there should be a
balance between locally manufactured and imported vehicles. The root cause of vehicle affordability
and allowing cheaper model imports related to the excessive tax burden on a vehicle for consumers
of 42% on the price of a premium model ad 19% on an entry level vehicle. In this regard, the luxury ad
valorem tax, which has never been adjusted for inflation, was now payable on entry level vehicles. In
South Africa the bulk of vehicles sold in the country is seen as a necessity and not as a luxury and as
such should not attract a luxury tax. Given the affordability crisis, the major hurdle for EV market
adoption remained the huge price differential with an ICE vehicle and in this regard the question was
posed if subsidised Chinese BEVs is such a bad thing considering that the South African government
was not willing to stimulate demand for EVs to create the required domestic market adoption before
localisation. Supportive NEV policy, public charging infrastructure development to facilitate EV
adoption as well as improved consumer education in general were also highlighted as imperative for

the way forward.
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