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OVERVIEW 

 

1. A capable defence industry is a key part of overall defence capability and the credibility of 

national defence strategy1. It provides the ability to sustain equipment in service and the 

ability to bring equipment into service efficiently, enhancing the effectiveness of the Defence 

Force and providing a level of strategic independence. The key elements of this level of 

capability are: 

 

a. Maintenance, repair and overhaul (MRO), making the Defence Force at least partly 

independent of original equipment manufacturers and their governments, and 

reducing downtime and foreign currency expenditure by carrying out work in-country. 

This should be practicable in respect of most equipment and systems. 

 

b. Manufacture of high-rate-of-use munitions, batteries2 and spares, giving the ability to 

meet unexpected demand at short notice. This will not be practicable in respect of all 

munitions and batteries in particular, but should be practicable in respect of those 

types required in the greatest quantities, giving a level of independence from foreign 

manufacturers3. 

 

2. A defence industry is potentially a key element of overall defence capability in that it “will 

permit the cost-effective purchase of certain products and systems, ensure life-cycle 

maintenance and support of such systems, and perform refurbishment and upgrade of 

existing equipment”.4 

 

3. Depending on its range of capabilities, a defence industry can provide a greater level of 

strategic independence, potentially freeing the country from the need to remain aligned with 

one or another major power.  

 

a. This can be achieved most cost-effectively by developing the ability to adapt and 

modify equipment to suit the Defence Force’s particular requirements. 

 

b. One level higher is to manufacture equipment, perhaps under licence, to meet the 

requirements of the Defence Force, reducing import requirements and creating 

additional employment. 

 

c. The next, arguably crucial, level is to develop systems integration capability, which will 

allow the acquisition of sub-assemblies, equipment, sub-systems and complete 

 
1 1996 White Paper on Defence, Chapter 8, Paragraph 3: “The services of an efficient defence industry are needed 
to…enable the SANDF to meet its constitutional obligations” (DoD Website, not the printed version); 1999 White 
Paper on the Defence Related Industries; Page 2. Defence Review 1998, Chapter 13, Page 120, Paragraph 2.4 
(printed version); Defence Review 2015, Pages 15-2 and 15-3, Paragraphs 8 and 9.  
2 E.g. for radios, missiles, torpedoes, other smart weapons. 
3 Another key element is the ability to conduct effective operational test and evaluation, including modelling, 
but this capability will normally reside within the armed forces or Department of Defence, rather than in the 
industry.  
4 White Paper on Defence 1996, Chapter 8, Paragraph 3 (Note: DoD Website, not the printed version).  
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systems from local industry and from other countries, to be integrated locally into 

complete equipment, sub-systems, systems and systems of systems.  

 

d. The highest level is to develop and manufacture equipment and systems optimised for 

the Defence Force. That is more demanding of investment, but is justifiable when: 

i. The theatre demands equipment that is not generally available; 

ii. The operational style of the Defence Force requires equipment different to that 

used by other forces; or  

iii. Strategic considerations demand a greater level of independence. 

 

4. A defence industry will also, depending on its breadth of capabilities, be able to support other 

security services, the intelligence services and disaster relief and rescue services, as there 

are in all such cases some overlapping or at least similar requirements.  

 

5. Depending on its level of capability, a defence industry will also provide the government with 

a useful foreign policy tool, the ability to support the equipment and systems of a friendly 

state5, or to provide equipment and systems to a friendly state. It can also be a foreign policy 

tool in the sense of granting a measure of independence in foreign policy from that of major 

powers. 

 

6. Finally, again depending on the level of capability attained, a defence industry can be a major 

factor in expanding and deepening the national skills base and furthering national 

industrialisation policies, generating foreign currency earnings from equipment exports with 

related services, and creating employment. At the very least, it will avoid the export of 

currency and jobs to other countries in the course of equipping the Defence Force. 

 

7. A defence industry can be seen as a part of an integrated, mutually supportive defence ‘eco-

system’ together with the Defence Force, security agencies and services, intelligence 

services and the wider industrial base of the country as well as portions of the scientific 

community (see Fig 1.1 below). 

 

8. A defence industry can even be a key factor in changing the profile of an economy: South 

Africa’s defence industry can be argued to have changed the profile of the economy from 

one focused and dependent on agriculture and mining, to one embedded in ‘high-tech’ skills, 

with precision engineering, quality assurance and composite materials expertise, and the 

ability to develop high-end electronics and software, among other capabilities.  

 

 
5 White Paper on Defence 1996, Chapter 4, Paragraph 20 (Note: DoD Website, not the printed version). 
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DEFINING THE DEFENCE INDUSTRY 

 

9. The 2015 Defence Review describes the defence industry as comprising “companies (both 

public and private) that are primarily concerned with the design, development, manufacture, 

production or support of weapons, munitions, pyrotechnics, equipment systems and other 

materiel for the Defence Force or for export; divisions of companies in other sectors that are 

so engaged; and companies that are major sub-contractors or component suppliers to such 

activities”6, 7.  

 

10. The defence industry can be considered as mainly comprising two elements, the defence 

industry proper and defence-related industries: 

 

a. The defence industry proper comprises those companies, and divisions of other 

companies, that are focused on the development, production, support and 

sustainment of defence equipment, systems and software, and defence-specific 

research, although many will also have civilian lines of activity. 

 

b. The defence-related industries include companies that: 

 
6 Defence Review 2015, Chapter 15, Page 15-1, Paragraph 2. 
7 White Paper on the Defence Related Industries 1999: “South African defence-related industries are defined as 
those clusters of organisation in the public and private sector, and commercial companies and business units of 
such organisations, which are directly or indirectly active in the provision of goods and services to security forces 
which are defined as armaments. This provision can include research, design, development, production, assembly, 
test, evaluation, upgrading, procurement, export, import, maintenance, logistical support, human support or 
project management. The defence-related industries are mainly involved in the material, mechanical, electrical, 
electronic and chemical sectors of the manufacturing industry and produce armaments for both domestic and 
international clients”. It defined ‘armaments’ as “any vessels, vehicles, aircraft, ammunition and weapons, as well 
as substances, materials, raw materials, components, equipment systems, articles, techniques or services that are 
designed, modified or adapted to be utilised to equip, maintain or support security operations, or which are used 
in the development, manufacture or maintenance of such armaments”.   

Defence Groups and Companies 

(R&D, Production and Support) 

Other Suppliers 

(Production, Support, some 
R&D) 

Dedicated Research Entities 

(Defence Related R&D) 

Universities 

(Contracted R&D) 

Figure 1.1 THE DEFENCE INDUSTRY 

Defence Secretraiat 
(Chief Defence Materiel) 

Armscor 
(acquisition, test and 
evaluation, research 
and development) 

Joint Project 
Teams 

(Services and 
Divisions, Armscor) 

INDUSTRY BODIES: 
▪ National Defence Industry 

Council of South Africa (NDIC) 
▪ Aerospace Maritime and 

Defence Industry Association 
(AMD) 

▪ South African Aerospace, 
Maritime and Defence Export 
Council (SAAMDEC) 

 
REGULATORY BODIES: 

▪ National Conventional Arms 
Control Committee (NCACC)  

▪ The South African Council for 
the Non-Proliferation of 
Weapons of Mass Destruction 
(NPC) 
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i. Are primarily active in the civilian sector but also develop and manufacture sub-

assemblies or components for defence equipment or systems, or supply specific 

material (e.g. armour plate) to the defence industry; and/or 

ii. Supply items from their normal non-military production, perhaps with some slight 

adaptations to military needs.  

 

11. The defence-related industries would include, for instance, motor manufacturers that supply 

military variants of standard trucks, trailer manufacturers who also manufacture field 

kitchens, as well as companies in the food sector who supply ration packs, and companies 

in the clothing and textiles sector who supply uniforms. This group would also include 

services companies that provide professional services to the Defence Force or to the 

defence industry. 

 

THE PURPOSE OF THE DEFENCE INDUSTRY 

 

12. From the point of view of the state, the primary purpose of the defence industry is to support 

the Defence Force by supporting, sustaining, upgrading, modernising, adapting, 

manufacturing and, where essential or desirable, developing equipment and systems for the 

Defence Force, all supported by operations research and by research and development 

capability in identified fields. An additional purpose is to provide similar services to other 

government departments and agencies where this is relevant and practicable.  

 

13. A key by-product of this is to produce a positive economic impact from defence spending, 

by retaining a large proportion of that expenditure within the country rather than ‘exporting’ 

it to pay for imported equipment and the later support of that equipment, generating 

employment, advancing skills and expanding the skills base, and establishing new 

technologies and processes that can spill over or spin off into the wider economy.  

 In this respect the defence industry can serve as a ‘technology leader’ for wider 

industry or at least for certain industrial sectors.  

 

14. From the point of view of the companies in the industry, the primary purpose is to survive 

and generate a good return to underpin growth and satisfy their investors. 

 

15. A key task of the National Defence Industry Council (NDIC) will be to bring these quite 

different points of view into a productive alignment. This will demand a synergistic balance 

among the state-owned and commercial elements of the defence industry and relevant 

government departments, to provide the optimal overall result for the Defence Force and the 

economy. 

 

16. A further key task of the NDIC will be to build and keep up to date a comprehensive repository 

of information relating to the defence industry and defence-related industries, their 

capabilities and their links to the defence industries of other countries. This will serve to: 

a. Ensure that the Defence Force has immediate access to a full database of industry 

capabilities at any time; and 

b. Assist the industry in its export campaigns; 

c. Assist the Department of Defence and the industry in identifying potential partners for 

future projects.  
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SOUTH AFRICA’S DEFENCE INDUSTRY: OUTLINE BACKGROUND 

 

  
The Rooikat armoured car and G6 self-propelled gun were both developed to specific SA Army requirements. 

The G6 has also been exported to Abu Dhabi and Oman. 

 

17. Between 1965 and 1990 South Africa developed a defence industry remarkable both for its 

breadth and depth of capabilities, and for its innovative approach, which enabled it to develop 

several class-leading systems, of which mine-protected vehicles, long-range artillery (G5 

and G6) and frequency-agile radios are only some well-known examples. 

 

18. The operational commitments expanded after 2001, as South Africa took on regional and 

continental security obligations. The resulting disconnect between defence funding and 

operational commitments has meant that the Defence Force is under-funded and lacks 

adequate funds for modernisation, capital acquisition, research and development, and even 

for adequate maintenance, repair and overhaul of equipment and systems.  

 

Figure 1.2: Defence Budget and Acquisition Funding8 

 
 

 

 
8 Note: SDA – Special Defence Account, through which acquisition is handled; SDP – ‘Strategic Defence Packages’, 
1999 acquisition of 4 frigates, 3 submarines, 26 Gripen fighters, 24 Hawk trainers, 30 A-109 light utility helicopters 
and 4 Super Lynx shipboard helicopters). 

https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwi00JbgoLfbAhVFbRQKHTtwDuQQjRx6BAgBEAU&url=http://www.army-guide.com/eng/product955.html&psig=AOvVaw0gHVFBXzgePTU-YtnMErRD&ust=1528106152101377
https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiHsuWYobfbAhXIuRQKHTnbBLUQjRx6BAgBEAU&url=http://defenceindustry.co.za/2017/07/15/denel-g6-155mm-self-propelled-howitzer/&psig=AOvVaw1-2Z9_YRcDKKjdH3vVZj6-&ust=1528107199244862
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Figure 1.3: Defence Budget shown in Rand; Special Defence Account, Strategic Defence 

Packages, SDA and SDP shown as a % of the Budget 

 
 

 
 

 

Personnel costs have climbed steadily since ending conscription; acquisition declined 

precipitously from 1995, recovered under the SDPs and has then declined steeply since 2002. 

Given that the Defence Force will remain a regular force rather than relying on conscription, 

personnel costs will remain high even after the ‘integration hump’ of surplus senior personnel 

phases out of the system.  

Figure 1.4 
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Figure 1.5: Defence Industry Turnover 

 
 

Figure 1.6: Defence Budget and Acquisition Funding 
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Figure 1.7: The Impact on the Industry 

 

 

19. The effect on the defence industry has been dramatic: 

 

a. Defence Force acquisition from the South African defence industry has dropped from 

R 26.2 billion in 1989/90 to R 7 billion in 2017 (both in 2017 Rand). 

 

b. Research and Development funding has declined from R 6.1 billion in 1989/90 to R 

850 million in 2017 (both in 2017 Rand)9. 

 

c. Turnover has dropped from R 31.6 billion in 1989/90 to R 19 billion in 2016 (both in 

2017 Rand). 

 

d. Employment has dropped from some 130 000 employees in 3 000 companies in 1990 

(9% of manufacturing employment and 10% of manufacturing companies)10, to some 

15 000 employees in some 120 companies; and 

 

e. Coupled to this has been a considerable loss of both breadth and depth of capabilities, 

although the core of its capabilities remains intact for now.  

 

Defence Industrial Participation 

 

20. The impact of funding cuts was to some extent ameliorated by the effect of the Defence 

Industrial Participation requirements linked to the SDPs, which brought some new market 

opportunities and some investment in new technologies and processes that benefited South 

African companies.  

 
9 Note: Total national R&D funding (government and industry) was R 29 billion in 2014/15 (Department of Science 
and Technology’s survey of R&D in South Africa. 
10 Armscor, which then included what is now Denel, had 30 000 employees (15th largest employer in SA), assets 
of R 17.5 billion (30th largest company in SA) and a turnover of R 22.4 billion (both in 2017 Rand). 

http://www.engineeringnews.co.za/topic/technology
http://www.engineeringnews.co.za/topic/south-africa
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21. Among the positive effects of the SDPs were: 

 

a. The continued development of the Denel Dynamics Umkhonto surface-to-air missile 

and the Reutech Radar Systems RTS-6400 tracker, which in turn enabled those 

companies to continue other development work that has since led to the Al Tariq 

guided bomb system, now being manufactured in the United Arab Emirates under a 

joint venture between Denel and the Tawazun group, and the export of the RSR-210N 

radar to the Royal Norwegian Navy.  

 

  
The Umkhonto surface-to-air missile, here being launched from SAS Amatola, has been exported to Finland and 

Algeria; the Umbani guided bomb is being manufactured in the United Arab Emirates as the Al Tariq. 

 

b. Several South African companies used their work on these projects to buy time to 

refocus on the export market, which has proved very successful for some of them.11 

 

The Impact of Under-Funding 

 

22. The under-funding of the Defence Force has resulted in a force that is under-strength for its 

envisaged role and missions and has also meant that it has lacked the funds to invest 

adequately in the development of new equipment and systems to modernise and upgrade 

its capabilities, and the very restricted acquisition funding has resulted in tight budgets in the 

industry, with very limited internal funds for equipment development12: 

 

23. The under-funding of the Defence Force and the resultant inadequacy of its acquisition and 

procurement budgets has also resulted in under-utilisation of certain strategic capabilities, 

among them the light munitions division of Denel, PMP. This capability has been kept alive 

by means of exports.  

 

 

 

 

 

 

 

 

 

 
11 Based on interviews with executives of several South African defence companies. 
12 In some cases, this led to such delays in development and acquisition projects, that the system developed to 
meet a particular requirement has been overtaken by new technologies without ever coming into service. For 
instance, the ESR 360L radar developed for an Air Force requirement 20 years ago, which is still open.  

https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjtsL3mobfbAhUHPxQKHT6jBbwQjRx6BAgBEAU&url=http://www.defenceweb.co.za/index.php?option%3Dcom_content%26view%3Darticle%26id%3D14941:navy-orders-umkhonto-resupply-%26catid%3D51:Sea%26Itemid%3D106&psig=AOvVaw139JRkNO0qB5zgojx-OB3t&ust=1528107361055171
https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwi41vyNorfbAhUH0xQKHezMAhgQjRx6BAgBEAU&url=http://www.deneldynamics.co.za/products/missiles/stand-off-weapons/al-tariq-&psig=AOvVaw1SxCIKMT8-Tr_mHSEOymqu&ust=1528107474956813
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Resilience and Exports 

 

  
Mine-protected vehicles like this Swedish Army RG32M and this US Army Husky mine-detection vehicle have 

been major export successes; the Seeker UAV has been exported to Algeria and the United Arab 

Emirates. 

 

24. Despite the challenges, the industry has been able to retain a leading position in some fields, 

both in research and development and in product development, among them secure tactical 

communications, radar, electronic warfare, artillery and mortar ammunition and precision 

weapons. It remains very successful in those fields, in terms of the standard of the equipment 

as such and as an exporter, as well as continuing to generate innovative products in other 

fields.  

 

 

Figure 1.8: Defence Exports13 

 
 

25. There are exceptions, mainly the companies with strong ties to one or more international 

defence groups, which enable them to keep up and which will also give them additional 

access to the international market. 

 

LOOKING FORWARD: OPTIONS 

 

26. The industry is now, like the Defence Force it supports, on a cusp and requiring decisive 

action if it is not to collapse for lack of a client base and marketable products. The risk of this 

 
13 Note: The increase in exports from 2006 was largely the result of exports of mine-protected vehicles, mine-
detection vehicles and artillery ammunition resulting directly and indirectly from the wars in Afghanistan and Iraq. 
The steep decline after 2012 came with the end of those orders as the wars stabilised and wound down.  

https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwinq4yFprfbAhWIOxQKHTSaBBUQjRx6BAgBEAU&url=http://www.fmv.se/sv/Nyheter-och-press/Nyhetsarkiv/Nyheter-2010/Modifierad-patrullbil-till-Afghanistan/?p%3D1&psig=AOvVaw1ER_M5f13x9fwnfXKYrJ1h&ust=1528108485556478
https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiXqOXRo7fbAhXI0xQKHYd5DLAQjRx6BAgBEAU&url=http://www.defenceweb.co.za/index.php?option%3Dcom_content%26view%3Darticle%26id%3D45075:dcd-protected-mobility-showcasing-unmanned-husky-route-clearance-vehicle%26catid%3D50:Land&psig=AOvVaw3U-YztNSK25YIip8F_Vm0m&ust=1528107870092805
https://www.google.co.za/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjnyq3EprfbAhWGWhQKHTxKDTgQjRx6BAgBEAU&url=http://www.deneldynamics.co.za/products/uas/reconnaissance-systems/seeker-200-uas&psig=AOvVaw3v3j9VLRwbbqKBEqHrG-se&ust=1528108662479577
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has been greatly increased by the failure to fund the implementation of the 2015 Defence 

Review’s ‘Milestone 1’, intended to “arrest the decline” of the Defence Force’s capabilities. 

 

27. There are four courses of action open to government in this respect: 

 

a. ‘Uncontrolled Shut-Down’: Continuing with ‘business as usual’, the trend of under-

funding and operational over-stretch, will result in the demise of the defence industry. 

Despite the best efforts of the Department of Defence, the resultant lack of acquisition 

and R&D funding will put the defence industry into an unplanned, unstructured, 

uncontrolled and accelerating downward spiral, shedding capabilities and jobs.  

 

i. The Defence Force will become increasingly dependent on foreign-sourced 

equipment, munitions, spares and foreign technical support, which will result in 

a loss of strategic independence and freedom of strategic action, and could 

result in South Africa being placed at risk in the event of foreign support being 

withheld. In addition, the cost of acquiring imported equipment will increase the 

cost of any selected force design.     

 

ii. A further problem will be that of maintenance, repair and overhaul (MRO) costs 

for foreign equipment being in foreign currency, as will be the related shipping 

costs, which will not only increase those costs, but also render them 

unpredictable, complicating financial planning for the Defence Force. Added to 

that will be longer turn-around loops and additional bureaucracy, and the need 

to hold larger stocks of spares, also increasing overall costs. 

 

b. ‘Planned Shut-Down’: Accept that defence will remain under-funded, and that the 

industry will wind down for lack of local orders and R&D funding, and plan for a 

structured and phased winding down of the industry and the concomitant loss of 

capabilities. Carefully planned and executed, that should allow at least retention of 

some core maintenance, repair and overhaul (MRO) capability.  

 

i. While this will still result in a loss of strategic independence, it will allow some 

freedom of strategic action for short periods. 

 

ii. It may also allow for the beneficial disposal of some operating entities, some 

intellectual property, and other assets.   

 

c. ‘Secure, Stabilise and Sustain’: Decide to retain those defence industry capabilities 

identified as essential or as having good export potential that are still viable, and 

recover others deemed essential. 

 

i. This will give the Defence Force some optimised equipment and systems and 

enable it to approach other acquisitions as an ‘intelligent buyer’, retain South 

Africa’s present level of strategic independence and freedom of strategic action, 

retain existing jobs, advance scarce skills and bring in some hard currency 

export earnings.  

 

ii. This will also provide a modicum of stability in the manufacturing sector, where 

the defence industry has consistently maintained a proven track record of 

developing top-class engineers, scientists, technicians and artisans for the 
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benefit of the wider economy, and create the opportunity to develop SMEs and 

particularly black-owned SMEs as suppliers to this high-tech sector, giving them 

the basis from which to expand into other sectors.   

 The development and support for new SMEs will not, however, be viable 

in an environment where there is insufficient workload for the established 

companies to continue operating at sustainable levels and where they 

may even have to lay off long-serving staff. 

iii. This will, however, require urgent targeted financial intervention to stabilise 

selected elements of the industry, prevent further loss of capabilities and to 

begin rebuilding the skilled workforce, while providing selected equipment and 

maintenance services, followed by sustained funding at a level that will allow an 

economically viable order-flow and sufficient R&D to keep the industry abreast 

of technology in selected fields. 

 

iv. This will also require a focused communication strategy to explain to the public 

why defence capability, and defence industrial capability in particular, are worth 

the necessary investment. 

 

d. ‘Secure, Stabilise, Develop and Sustain’: Decide to use the present industry as the 

foundation for an expanded and better-balanced industry to optimally support the 

Defence Force and increase exports, and to create an environment in which this 

industry can better support economic development and targeted industrialisation by 

means of localisation of selected bought-in technologies and processes (if necessary 

by means of legislated industry/sector designation), research and development, and 

exports.  

 

i. This would allow the development of a balanced defence capability optimised 

for the likely missions assigned to the Defence Force, and would also enable 

the industry to considerably expand the export of world-class equipment and 

systems. 

 

ii. This will require the same urgent initial financial intervention as above, followed 

by steadily increasing acquisition and R&D funding for the Defence Force and 

for institutions active in relevant fields of technology development. 

 

iii. In addition, this will require active Defence Force and government support to the 

industry’s export efforts in order to increase funds available for further 

development, and the creation of export credit facilities to match the incentives 

offered by international companies.  

 

iv. This should be accompanied by a focused effort to identify partner companies 

in other countries with similar defence requirements, to spread R&D costs, 

exploit existing niches and expand the client base.  

 

v. All of this will need to be backed up by a focused communications strategy, as 

indicated above, but with additional focus on job creation, research and 

development capabilities and establishment of new technologies, materials and 

manufacturing processes in South Africa and their impact on the wider 

economy. 
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36. Deciding on either the first and second course of action would remove the ability to 

provide the Defence Force with equipment and systems optimised for the theatre and 

for its operational style, and to cost-effectively support and sustain them, reducing its 

tactical and operational effectiveness and essential flexibility.  

 

37. Either of those courses of action would also result in: 

a. Significant job losses; 

b. Losses of research and development and manufacturing capability and capacity, 

which will impact on the military and related commercial sectors; 

c. A significant loss of hard-currency earnings from defence exports; 

d. A marked increase in hard-currency outflows for equipment, munitions, spares and 

related services; and 

e. A reversal of the transformation gains made by the defence industry in the relevant 

professional and trade fields. 

 

38. They would, further, result in the Defence Force becoming heavily dependent on foreign-

sourced equipment, munitions, spares and technical support, which will curtail South Africa’s 

strategic independence, freedom of strategic action and, to an extent, place sovereignty at 

risk.  

 

39. The third course of action would avoid most of the negative effect of the first two options, 

and would be affordable within a defence budget of around 2% of GDP14.This level of 

defence funding would not be required immediately, but would need to be reached within a 

decade at the longest.  

 

40. It is important to bear in mind that a proportion of this additional defence funding would go 

to salaries - both in the expanded Defence Force and in an expanded industry - and to 

industrial investment, while some would return to the National Treasury in the form of taxes 

on the higher level of activity and its knock-on effects on other sectors. The industry would 

also be able to expand its export potential, generating both hard currency inflows and 

additional tax revenue. In addition, there will be spin-off resulting in non-defence products, 

such as the mining radar developed by Reutech Radar Systems on the basis of its military 

radar technology, which is generating a healthy hard currency revenue flow. 

 

41. The fourth course of action would potentially have greater long-term benefits, but would 

require a greater level of long-term government commitment that is linked to the desire to 

re-establish South Africa as a manufacturing nation. It would require near- and medium-term 

funding at levels that might prove difficult to provide given the current economic situation 

and other urgent demands on government funds. This option could, however, be exercised 

later if the third option was to be implemented in the interim, as a targeted step towards 

higher industrialisation as well as desired levels of R&D and related new materials and 

manufacturing technologies. 

 

 

 

 
14 Calculations during 2013 showed that the recommendations of the Defence Review would require defence 
spending to peak at 2.4% of estimated GDP if implemented over twenty years. Stretching implementation to thirty 
years kept the cost below 2% of GDP throughout. The longer period would also allow time to develop the expanded 
senior officer corps and allow phased acquisition to avoid later block obsolescence (i.e. various systems becoming 
obsolete in the same timeframe, imposing a funding challenge to replace them). 
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The Desired, Optimal and ‘Least Worst’ Options 

 

42. Desired: The desired course of action is, quite clearly, to ‘secure, stabilise, develop and 

sustain’ the defence industry, to the benefit of the Defence Force and the wider economy. 

But that would require on substantially increased defence funding to provide the flow of 

production and research and development contracts needed to achieve this and to make the 

break through into the international market. That seems unlikely to be practicable in the near- 

or medium-term future. 

 

43. Optimal: From a broad strategic perspective, the optimal course of action will be that of 

‘Secure, Stabilise and Sustain’. Optimal because it can be affordable over the near- and 

medium-term, and because it would also provide the flexibility of scaling up to ‘Secure, 

Stabilise, Develop and Sustain’ at a later date, when renewed export revenues and 

increased defence funding so allow. 

 

44. ‘Least Worst’: The ‘least worst’ course of action would be the ‘Planned Shut-Down’, which 

would have major and severe consequences for the Defence Force as well as negative 

economic effects, but which would at least allow a controlled process that could retain key 

MRO capabilities. This option would, however, nevertheless irreversibly terminate many 

existing value-added functional and technical capabilities. 

 

45. Worst: The worst possible course of action would be to continue with ‘business as usual’, 

which would result in an uncontrolled implosion of defence industrial capability. The only 

possible exceptions to this outcome would be those companies that are owned by major 

foreign defence groups and that are focused primarily on exports. Even they, however, might 

in time be wound down for want of good reason to retain them in South Africa in the absence 

of other defence industrial activity.   

 

MANDATE 

 

46. Constitution: The Constitution states the primary object of the Defence Force as being to 

“defend and protect the Republic, its territorial integrity and its people” (Section 200/2). 

 

47. In addition, the Constitution provides for the employment of the Defence Force: 

a. “In cooperation with the police service” (Section 201/2/a); and   

b. “In fulfilment of an international obligation” (Section 201/2/c). 

 

48. Logically, this mandate presumes a Defence Force of adequate strength and appropriately 

equipped. 

 

49. The 1996 White Paper on Defence sets out the “features” required of the Defence Force, 

and among them includes15: 

a. “The ability to expand the size of the Defence Force to appropriate force levels within 

a realistic warning period”; and 

b. “The maintenance and, where necessary, the adequate and appropriate upgrading or 

replacement of equipment and weaponry”.   

 

 
15 The White Paper on Defence (1996), Chapter 4, Page 17 (in the printed version). 
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50. The White Paper then specifically states that “The services of an efficient defence industry 

are required to address these needs and enable the SANDF to meet its constitutional 

obligations”16.    

 

51. The 1998 Defence Review repeated that requirement for a defence industry, quoting the 

statement of the White Paper17.  

52. The 2015 Defence Review confirms the requirement for a defence industry, stating that 

“South Africa requires an effective defence capability which includes, as an integral element, 

a defence industry”18. 

 

53. There is, thus, a clear requirement and mandate for South Africa to have a defence industry 

capable of supporting the Defence Force.  

 

54. In addition, the 1996 White Paper on Science and Technology: 

 

a. States that the intention is to have a “smaller but technologically more capable” 

Defence Force, which implies that the defence industry must have the requisite 

capability to support the future technologies; and that 

 

b. “The maintenance of a strong technology base” is “a prerequisite of the new SANDF 

strategy”19, and that this technology base should be capable of: 

i. “Maintaining the capability to detect threats”; 

ii. “Being aware of trends in military technology and their implications for the 

SANDF”; 

iii. “Producing technology demonstrators that can rapidly be turned into military 

technology if necessary”;  

iv. “Providing expert advice for procurement20 purposes”; 

v. “Providing test and evaluation services”; and 

vi. “Supporting and upgrade and maintenance activities”    

 

POLICY 

 

“The government will not endanger the lives of military personnel through improper 

deployment or the provision of inadequate or inferior equipment.” 

(1996 White Paper on Defence, Chapter 2 Page 11) 

 

55. That statement in the White Paper implies that the government will take all necessary - and 

practicable – measures to ensure that the Defence Force at all times has equipment, 

systems, munitions, spares and technical support: 

a. Appropriate to its envisaged and potential missions; 

b. Suited to the geography of the anticipated theatres of operations; 

c. Suited to the needs of small forces conducting operations in a large theatre; 

d. Of a standard to ensure that deployed forces will have an edge over opponents; and 

e. In adequate numbers and quantities, and at desired levels of serviceability and mission 

readiness. 

 
16 The White Paper on Defence (1996), Chapter 7, Page 28 (in the printed version). 
17 Defence Review 1998, Chapter 13, Page 120, Paragraph 2.4 (in the printed version). 
18 Defence Review 2015, Chapter 15, page 15-2, Paragraph 8. 
19 White Paper on Science and Technology (1996), Chapter 8, Section 2.5. 
20 Note this refers to what the Department of Defence, Defence Force and Armscor term ‘acquisition’. 
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56. That set of requirements can to an extent be met by means of importing equipment and 

systems, but that would have adverse financial and strategic implications. Experience also 

suggests that it would be difficult to ensure maintaining the desired serviceability and 

readiness levels, and that striving to do so would further increase costs.  

 
 

The weakening Rand would present a major challenge to the Defence Force if over-dependent on 

imported equipment and systems. On the other hand, it can improve export potential.  Exchange 

rate volatility presents yet another challenge to acquisition planning. It also complicates industry 

planning – imported component costs can change unexpectedly, and what looked like a good 

margin on an export contract could evaporate by the time of delivery. 

 

57. The alternative is to manufacture and even develop selected equipment and systems in 

South Africa, and to ensure the ability to support and sustain all equipment and systems in 

service efficiently and cost-effectively, which will require a capable national defence industry.  

 

a. This will require clear and decisive determination of what is required for ‘strategic 

independence’21, what it is important to have under ‘sovereign’ control22, and in what 

fields it is militarily or industrially worth developing optimised23 equipment, materials 

and relevant technologies to address the defined life cycle of that equipment. 

 

b. Where the capability to develop such identified equipment or systems does not exist 

in South Africa, such items could be assembled or manufactured under licence, 

enabling the industry to develop the relevant capabilities. This approach was taken 

successfully in the past: For instance, beginning with licence production of the 

Panhard AML armoured car, developing it into the more effective Eland; then taking a 

foreign armoured personnel carrier design and developing it into the Ratel infantry 

combat vehicle, and then developing the Rooikat armoured car from scratch. 

 
21 Strategic Independence: The ability to employ the Defence Force without being dependent on the approval of 
another country. 
22  Under full national control. 
23  Optimised for the climate and geography of likely theatres, the operational style of the Defence Force, and 
likely opposing forces. 

Figure 1.9 
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58. The 2015 Defence Review, which has been accepted by the Presidency, the Cabinet and 

Parliament, recommended that South Africa should retain and enhance its defence industrial 

capability: “South Africa requires an effective defence capability, which includes, as an 

integral element, a defence industry to support sovereign capabilities and maintain an 

essential level of strategic independence”.24  

 

 

DEFENCE INDUSTRY STRATEGY: KEY ASSUMPTIONS 

 

59. The purpose of this defence industry strategy is to set out the desired trajectory in terms of 

capability and skills retention, capability development, support, and export orientation and 

support. 

 

60. This strategy is based on several key assumptions, which are set out and discussed below: 

 

a. That government intends to implement the 2015 Defence Review25; 

 

b. That the implementation of the 2015 Defence Review will include implementation of 

the recommended four-part defence budget26, comprising: 

 

i. Operating Budget: The funding to enable the Defence Force to maintain its 

capabilities at the levels directed by government from time to time, covering all 

routine expenditure, including training exercises, equipment maintenance, 

repair, overhaul and modernisation and the costs pertaining to standing tasks.  

 

ii. Contingency Budget: A reserve fund to cover unforeseeable contingencies, 

such as the 2001 Mozambique floods and the 2006 short-notice deployment of 

troops to the Comoros. This will avoid the Defence Force having to divert funds 

from other programmes to meet the initial expenses of such operations. Once 

allocated, the funds will be transferred to the Operational Employment Budget 

for accounting purposes, and the Contingency Budget will be topped up to the 

standing level previously agreed by the Department of Defence and the National 

Treasury. 

 

iii. Capital Budget: The planned and ring-fenced funding to enable the Defence 

Force to acquire and upgrade equipment and systems and to maintain reserve 

stocks of munitions and spares at the levels required to meet the objectives of 

defence policy and strategy. This will cover the routine replacement of old or 

outdated equipment and the acquisition of new capabilities to meet new 

requirements arising from changes in the strategic situation, government policy 

and/or defence technologies. This funding will be planned and made available 

on the basis of the Defence Force’s medium-, long- and extended long-term 

capability and capability acquisition planning. 

 

 
24 Defence Review 2015, Chapter 15, Page 15-2, Paragraph 8. 
25 The 2015 Defence Review was itself based on the assumption that government’s policy regarding the regional 
security role of South Africa would remain essentially that of the 2000s.  
26 2015 Defence Review, Chapter 9, Paragraphs 121 to 129. 
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iv. Operational Employment Budget: This budget will provide the funding for 

ordered commitments of operational forces. For instance, peace support, crisis 

response and constabulary missions (such as the Mozambique Channel 

patrols) and the costs of maintaining standby forces in terms of the African 

Standby Force (ASF) and the African Capability for Immediate Response to 

Crises (ACIRC) arrangements, as well as for any other such agreed standby 

arrangement. This budget will also cover the acquisition and the adaptation/ 

modification of equipment specifically required for an ordered commitment. The 

funding for operational employment must be provided before any such mission 

is initiated, ensuring that the full cost of such missions is understood and that it 

does not impact on the Operating or Capital Budgets of the Defence Force.  

 

c. That the government will adopt the ‘Secure, Stabilise and Sustain’ course of action to 

guide the way forward for the industry. 

 

d. That the Defence Force will be: 

i. The priority client of the defence industry, in the sense that it will enjoy priority 

in time of crisis or when so directed by government. 

ii. The anchor client of the defence industry, taking its products into service, which 

gives potential buyers the security that the industry’s products perform to 

specification and will be supportable through their service lives; and 

 

e. That the government will actively support the defence industry in pursuing export 

opportunities and wider international engagement; 

 

f. That the government will provide adequate funding for the Defence Force, in line with 

an agreed schedule for implementation of the Defence Review, to cover its operational 

employment, training and maintenance, acquisition of equipment systems, spares, 

munitions and stores, and to fund research and development to secure the future 

equipment of the Defence Force and the future of the industry;  

 

g. That there will be an internal communication strategy, to ensure that other parts of the 

government are informed of and support the logic and purpose of this strategy, and 

an external communications strategy to set out the logic of the defence industry to the 

public. 

 

67. This strategy is, therefore, based on a ‘Secure, Stabilise and Sustain’ approach, with an eye 

to future further development of South Africa’s defence industrial capabilities when the 

necessary investment can be made. 

 

68. This strategy is further based on the assumption that government will, taking into account 

the economic and industrial benefits of doing so, including the potential for the defence 

industry to serve as a ‘technology lead’ for wider industry and as a school for engineers and 

artisans: 

 

a. Find ways to make the necessary funding available to the Defence Force to enable it 

to contract local industry in a meaningful way to achieve agreed levels of defence 

industry capability retention and enhancement, in order to properly equip the Defence 

Force and to enable industry to expand exports; and 
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b. Encourage, support and assist industry to expand its foreign engagement, in order to 

enhance access to evolving and emerging technologies and processes and to gain 

and employ alternative funding by, for instance: 

i. Entering the supply chain of foreign defence companies and groups; 

ii. Conducting research, development, design or production that is fully or partially 

funded by a foreign client;  

iii. Establishing joint ventures with other defence industries for specific projects, 

sets of projects or technology development; and 

iv. Establishing partnerships with foreign defence companies and groups. 

 

 

 

 

 


