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Key takeaways 

 

 

 

 

  

A significant amount of cargo is distributed via the Gauteng road network to different markets which 

is placing a strain on the current road network.  There is a need for synergy between the planned 

freight rail and road network in order to facilitate successful regional industrial hubs. 

It is imperative for distribution centre locations in Johannesburg to meet the following criteria: costs 

efficiency, land available for development, intermodal access and access to infrastructure which 

includes good road network and reliable services. 

There are a few emerging industrial hotspots in Johannesburg, but with some, their success still 

need to be tested. Tambo springs, Route 21, Kliprivier and Waterfall Park are identified as emerging 

hotspots for future Distribution Centres in Johannesburg.  

Demand for distribution and warehousing is likely to be driven by the imminent positive growth 

trajectory in the African continent, Gauteng’s massive population growth and resulting goods 

demand as well as the anticipated freight growth moved through the Durban-Gauteng corridor.  

The successful implementation of the Tambo Springs development is likely to change the location 

dynamics in the warehousing industrial space. This will provide opportunity to develop a new 

industrial town in the periphery of the urban core. The plan in its current form makes it a hotspot for 

industrial development. 



Advance • Location dynamics for Distribution Centres in Johannesburg • September 2013  3 

 

Introduction  

Post 2009 recession to 2013, the recovery of the South 

African economy has suffered various economic challenges, 

affecting stagnation and lacklustre performance of various 

sectors. The much needed economic recovery in South 

Africa has been rather disappointing, characterised by job 

losses, contraction in major sectors, recurrent labour 

disputes in key sectors, international economic uncertainty 

causing slow demand for our exports, declining business 

and consumer confidence, high operating costs and 

escalating food and fuel costs. This however, is not the end 

of South African brand, still considered by many as the 

financial and business hub of Africa. Accordingly, there are 

various factors that we believe can revive this economy and 

consequently drive demand for distribution and the resulting 

space.  

The primary objective of this paper is to highlight hotspots 

for future Distribution Centres in the Johannesburg areas in 

light of the current location dynamics and likely business 

drivers. To achieve this, the paper focuses on three main 

areas which include:  

• Understanding key business drivers for Distribution 

centres  

• Assessing whether current and emerging locations meet 

distribution and warehousing user requirements; and  

• Identifying future industrial development hotspots areas 

to suit distribution and warehousing.  

The industrial sector has different types of facilities, which 

are defined according to the building use. The terms: 

warehousing, logistics and distribution centres are 

sometimes used interchangeably with different countries 

classifying property types differently to South Africa. 

However, this paper will primarily focus and refer to 

Distribution Centres, which are defined as the multi-faceted 

large facilities used to store fast moving goods for a short 

period until distribution to different customer destinations 

with typical sizes above 30,000m².  
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Drivers for distribution centres’ space

Africa’s anticipated growth 

The expected slow growth in developed economies is 

forcing international investors to look for opportunities 

elsewhere and Africa is a major market for investor 

consideration. Africa is earmarked to grow immensely in the 

next few years with the United Nations forecasting that 

Africa will see an unprecedented population explosion. 

Projections are that Africa’s urban population is set to reach 

1 billion in 2050.  However, one of the challenges with the 

rest of Africa is the lack of good infrastructure, and efficient 

and co-ordinated transport systems to move goods to these 

growth areas. As such, South African businesses are 

starting see the North of the Limpopo province as the next 

growth market, evident in local retailers, banks and hotel 

businesses making inroads outside the borders of the 

Republic. This resulting Africa growth is likely to yield 

benefits for South African corporates doing business in the 

rest of the continent which will translate in the increased 

requirement for warehousing space for goods that are 

transported via the South African Seaports to Gauteng 

Inland Ports and Distribution Centres and ultimately to 

various African destinations.   

Gauteng’s population growth 

Between 2001 and 2011, population growth in Gauteng 

increased to 12,6 million, surpassing that of KwaZulu Natal 

in the recent census. The Johannesburg population has 

been growing at 3.2% annually, from 3,2 million people in 

2001 to 4.4 million in 2011 due to migration trends.  The  

migration and population projection trends study conducted 

by the University of Witwatersrand in 2008 revealed that 

should Gauteng conservatively grow at 1.60% p.a, the 

province’s population would easily reach 17,2 million people 

by 2033 and 19,7 million in 2043. The City of Johannesburg 

estimates that Johannesburg population could reach 6 to 8 

million people by 2040, therefore doubling in number from 

the current stats. Most of this growth is from natural growth 

and inland migration with a small amount from international 

migration.  The rise in population, especially in urban areas 

usually results in a demand for goods and services. This 

expected growth means, Gauteng and Johannesburg in 

particular will continue its resilience as the largest consumer 

market and the economic centre in the country, with 

business having to cater for the anticipated demand which 

will ultimately result in the growth of various sectors, and 

consequential growth of distribution centres to house these 

goods in demand. 

Freight demand 

The Durban-Gauteng freight corridor is a backbone of the 

South African freight transport network, key in facilitating 

economic activity for the country.  This freight corridor 

moves significant volumes from the country’s biggest 

seaport to the inland port in the City Deep and to various 

markets. The projected growth in the current Durban port 

has resulted in the government having to consider the 

feasibility of the old airport in the Durban South basin, 

namely the dig-out port. Transnet plans to increase much of 

the freight to rail from road, to cater for this anticipated 

demand and there are plans to further develop rail capacity 

to alleviate road congestion.  

The Gauteng Spatial Development Framework realises the 

importance and prioritisation of the synergy between rail and 

road freight transport instead of road dependency. It also 

recommends the creation of a series of logistics hubs 

around the perimeter of the urban region.  The framework 

proposes a possible rail freight logistics concept which 

consists of a logistics rail line on the outer periphery of the 

Johannesburg urban edge, from South via Eastern nodes to 

the North.   

The Johannesburg Integrated Transport Plan revealed that 

in 2011 about 1,446 million tonnes of freight was moved by 

road in South Africa, of which 798 million tonnes moved in 

metropolitan areas and approximately 150 million tonnes of 

freight was moved in Johannesburg. Transnet’s vision 

estimates that by 2020, freight volumes from Durban to 

Gauteng alone will increase by 38%, with 70% of this 

expected to be carried via road and expected to increase 
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significantly in the future. Currently 82% of freight is moved 

by road with projected increased freight cargo anticipated to 

clog the existing road network. The current plan, will give 

some distribution centre nodes a rail network link.  

Warehouse modernisation and greening 
efforts  

The demand for new warehousing will also be driven by 

companies needing to upgrade to new, efficient and green 

buildings as some of the current older stock does not cater 

for future growth. Companies with specific requirements 

such as greater eaves height in modern properties and 

bigger yard circulation might require properties that are not 

readily available in the market and as such; this will continue 

to create a need for development of new Distribution 

Centres.   
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Location criteria  

The Council for Scientific and industrial Research (CSIR) 

suggests that a good location for a successful regional 

logistics and warehousing hub can be examined using the 

following criteria: transportation industry, workforce, highway 

access, road infrastructure (including road and bridge 

conditions and well as density condition), rail infrastructure, 

multimodal transfer systems, vehicle taxes, reasonable 

development costs, air cargo infrastructure as well as good 

telecommunicating systems.  There is wide research on the 

topic, each providing ideal conditions for a successful 

distribution warehousing locations.  Depending on the use of 

the facility and demand, some or all of the locations 

requirements may be applicable, particularly in the 

Johannesburg context. Distribution centres in Johannesburg 

are primarily modelled around the OR Tambo International 

Airport, City Deep and the Northern spine in Centurion and 

are sparsely located in different areas, unlike global Port-

centric warehousing developments that are built around a 

seaport. 

Arguably, whilst these requirements may be necessary for 

well-co-ordinated areas for prime distribution centres, 

generic criteria that are integral are the cost efficiency, land 

availability, access to infrastructure which includes good 

road network and reliable services as well as intermodal 

freight transportation system.   

Costs  

For property investors and developers, land costs are an 

important prerequisite for location choice as they impact on 

the net rental. If land costs are considerably high, the 

feasibility of the development could be compromised if the 

achievable market related net rental does not yield the 

required returns.  In the Johannesburg area, land in prime 

areas could exceed R950 /m² (see Figure 1) whilst the 

current average market net rental for a prime distribution 

facility with building efficiencies can reach R50/m².  A major 

challenge with areas that are in high demand such as East 

Rand, is that land costs for serviced land are high usually in 

the region of R750 to R850m² with areas like Meadowdale 

and Longmeadow’s land prices in excess of R1000/m².   

 

Figure 1:  

Cost of serviced and level industrial land (R/m²) 

 
Source: Rode 

 

High costs may be exacerbated by the uneven topography 

of land, which may increase development costs in order to 

suit industrial development.  

Rates and incentives from municipalities are important in 

attracting investment in a location. Municipalities who 

provide reduced rates and taxes to attract new business will 

find it beneficial to attract interested corporates in areas 

targeted for industrial development.  

Efforts by the Gauteng government and Ekurhuleni 

municipality to apply for Industrial Development Zone for the 

Ekurhuleni Municipality in the Aerotropolis should benefit 

Greenfield investments as companies could receive 

substantial financial incentives, thus reducing their costs.  

Land availability  

A number of prime nodes have limited land available for 

development and have small pockets of undeveloped 

spaces available which are not suited for large distribution 

centres. This may compel investors to seek alternative 

developing areas to accommodate anticipated demand or 

force them to redeveloping current old and lower graded 

stock, especially in areas that have ideal warehousing 

conditions.  
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Access good infrastructure  

The freight movement from the ports to Gauteng is heavily 

reliant on road transport, therefore urban freight movement 

of goods is important.  For this reason, a good distribution 

and warehousing facility should be located in a node with 

access to good road network.  As soon as Transnet 

improves the rail from Durban to Johannesburg and security 

is highly prioritised, changes from road to rail would possibly 

take effect, which could alleviate the already constrained 

road system in the urban area.    

In anticipation of freight growth carried by road in the 

Durban-Gauteng corridor, the Transport Department plans 

to invest further in improving road quality by committing over 

R6 billion in road maintenance.  Despite the congestion, the 

road network is reasonably good and regarded as the best 

in the African continent. The South African National Roads 

Agency Limited (Sanral) recently completed the upgrading 

of Gauteng’s freeways by adding lanes and enhancing the 

on and off-ramps in the major Johannesburg Ring Road 

network. This has improved key strategic industrial and 

business nodes, and with a number of the industrial areas 

modelled around the highway, there are only limited areas 

that do not benefit from this warehousing and distribution 

location criterion 

The new tolling in the newly enhanced and strategic 

Johannesburg freeways is a factor to consider for location of 

future warehousing space.  The impact of the e-tolling cost 

should however be outweighed against the cost of being far 

removed from supply or clients. Locations that are not 

affected by the e-tolling may have a pricing advantage over 

competitors affected by the tolls, as the need to pass 

through e-tolling costs to clients will be reduced. However, a 

balance between accessibility and cost advantage should be 

a consideration when choosing a suitable location for future 

development of distribution centres. Already some of the 

major companies are beginning to locate their distribution 

facilities in closer proximity to their clients, whilst considering 

the impact of additional Gauteng toll fees. A typical example 

is the North of Johannesburg where large retailers have 

recently located their distribution centres, such as Clicks, 

Makro, Woolworths, Massmart and Shoprite Checkers. 

These companies supply markets in the Southern Africa 

through road transport via the N1 North freeway to Limpopo, 

therefore location to Midrand and Centurion seem practical 

and cost effective.  

Access to bulk services is key in attracting investors and 

industrial users to a distribution node. In the past years, 

Johannesburg witnessed massive growth of residential and 

commercial areas, particularly in Midrand, 

Krugersdorp/Roodepoort and the Fourways areas but 

provision for bulk services lagged behind. It is imperative for 

growth hubs to have reliable infrastructure and bulk services 

in order to attract key occupiers. .  

Intermodal freight transport system 

A node with intermodal freight access offers multiple modes 

of transports to move freight to the market or from the 

supply. An intermodal interface and associated logistics 

facility is crucial for efficient goods handling and this has 

proven to be critical to the commercial success of some of 

the gateway industrial areas in the world. The Gauteng 

strategy also recognised that hubs must be multi-modal 

consisting of rail, road and to a lesser extent, air. 

Currently rail and road are in competition with one another. 

Government is attempting to promote integrated use of both 

rail and road freight transport, with Transnet being on the 

forefront of expanding the rail capacity. Most nodes have 

excellent road transport; however there are various other 

emerging nodes that do not have rail connection.  
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Future Hotspots for Distribution Centres  

Current major distribution centres are modelled around 

major freeways in Gauteng, of which a large stretch of the 

road underwent major road upgrade between 2007 and 

2011 and is soon to be activated with e-tolls.  These 

Distribution Centres are primarily concentrated around the 

east, north and south of Johannesburg, which run along the 

N1, N3, and R21 major freeways.  As land availability is 

becoming scarce in the current distribution centre nodes, 

investors are starting to consider areas that are further from 

the Johannesburg urban urge in line with the government 

future road and rail infrastructure plans.  Future Hotspots 

are beginning to emerge in the outer periphery of the 

Johannesburg edge as the road infrastructure is becoming 

seriously challenging within the urban edge. The major 

advantage of these identified hotspots is that they have 

large amounts of land for future development, whilst the 

current nodes attractiveness is based on the quality stock 

and land is scarce.  

Except for the Waterfall Business estate which is gaining 

momentum with rising take up from prominent occupiers, the 

other identified hotspots’ success and sustainability remains 

to be tested.  
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