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 Resilience and Recovery Through Innovation
Supplychainforesight 2010: Growth in Adversity 

A 
research focus on recovery from 
the global recession is perhaps not 
surprising for supplychainforesight 
in 2010. What is less well understood, 

however, is the market insight to be gained from 
the role played by supply chain strategy in enabling 
the recovery from the recession. 

This time last year, the entire business world was 
caught up in the catastrophe of the recession and 
the collapse of the fi nancial system. The boom years 
were enabled fundamentally by the globalising 
of fi nancial and information systems, and by the 
globalisation of physical supply chains. As it became 
commonplace to source, make and deliver from 
anywhere, to anywhere, all over the world, the 
organisational and management diffi culties and 
challenges this presented were often overlooked. 
The fi rst response to the sub-prime and debt crises 
from a supply chain point of view, as we saw in last 
year’s study, was therefore to focus on survival and 
to slash costs. 

For South Africa’s supply chains in particular, 
the global meltdown brought about by the US 
and European debt crisis led to a shrinking of 
operations and a shortening of supply chains, as 
well as, interestingly, a focus on attempts to align 
the supply chain with the business strategy. 

Our 2010 supplychainforesight report is the seventh 
annual edition of South Africa’s well-respected supply 
chain industry research. It is conducted by reputable 
international research company Frost and Sullivan, 
and continues to be conceived and sponsored by 
Barloworld Logistics. 

In this year’s report we wanted in particular to 
measure two things:

The impact of the recession on the  
strategy and operations of South Africa’s  
supply chains.

How CEOs and senior supply chain 
executives understand the role that 
supply chain thinking will play in recovery 
from the economic crisis, and in short- 
and medium-term growth.   

In order to get the usual authoritative view on 
these crucial strategic issues for the national 
supply chain and for key industries, it was vital to 
get the participation of the key decision makers 
in South Africa’s supply chains in key industries. 
Supplychainforesight’s well-established reputation 
for quality and insight has traditionally meant we 
enjoy senior executive participation, and this year 
was no different.

Survival and Recovery

We called the falling domino-
like consequences of the 
recession the Butterfl y Effect 
– the phenomenon where a 
small change at one place in a 
complex system can have large 
effects elsewhere.

•

•
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The overall response of almost 400 executives is 

exceptional, almost 25% up on last year, as is the 

seniority of almost 50% of the sample group. Indeed, 

47% are at CEO and senior executive level in their 

organisations. 

For the Automotive industry, the participant responses 

numbered 41, a signifi cant sample of the industry’s 

opinion. The seniority of the Auto sample group is 

also signifi cant, with a good representation of CEOs, 

General Managers (far more than the overall sample 

group) and Logistics Directors.  
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Fig. 1: Senior executives respond
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If we look at the company breakdown by revenue, 

our annual marker of the size of companies 

surveyed, it is apparent that the usual proportion of 

multinational businesses with revenues over R5bn 

participated (23% of the sample, as against 31% of 

a smaller overall sample last year), but that far more 

smaller businesses also registered their opinions, with 

23% of the sample coming from businesses with less 

than R100m in revenues. The spread of opinion and 

viewpoint is vital in establishing an accurate picture 

of the whole market’s supply chain responses to the 

harsh conditions of the last year. This is especially 

so in the Auto sector, where many smaller supplier 

businesses have vested interests in more effective and 

less costly supply chains.

Fig. 2: Automotive: respondent profi le

For the Automotive industry, the 
participant responses numbered 
41, a signifi cant sample of the 
industry’s opinion. 
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The 2010 edition of supplychainforesight for the 

Automotive sector is therefore structured according to 

key themes and fi ndings that serve to open up debate 

about the ways in which the industry has responded 

to the global economic meltdown, and how they see 

change in the immediate future. These are:

Short-term supply chain objectives and challenges: 

Tracking industry trends and strategy year on year. This 

year, a far more comprehensive comparison is provided 

between 2010 and 2009, to provide a true picture of 

the impact of the recession.

The Recession – resilience and recovery: In keeping 

with our theme of Growth in Adversity, we sought 

details on exactly where companies had implemented 

measures against the recession and why. Then we 

sought to fi nd out what companies saw as their short- 

and medium-term strategies to recover and grow going 

forward.

Innovation and risk – beyond the burning platform: 

It became immediately apparent that companies had, 

between last year’s research and now, done what they 

needed to do to survive the ‘burning platform’, or 

compulsion to change, represented by the recession. 

In this section we wanted to focus more on what 

companies are planning to do in order to mitigate 

future risk; to plan and implement for the sobering new 

world that faces us.

  

South African infrastructure issues in-depth:  Finally 

this year we have gone a step further than any other 

industry research into this area, to fi nd out exactly how 

much and in what ways the private sector would like to 

engage and collaborate with Transnet and other SOEs 

in order to make our country more competitive. 
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23%

R100m - R249m 
13%

R250m - R499m
12%

R500m - R749m
7%

R750m - R1bn
5%

R1bn - R5bn
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Fig. 3: Company participation across all economic sectors
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In this section we present the trend-tracking section of 
the survey, which takes place every year and provides our 
fi ndings with a vital context – how the industry views its 
supply chain objectives and challenges for the coming year.    

The short term objectives of the Auto sector in 2010 
demonstrate a continued and deepened focus on cost and 
waste reduction, continuing the theme of survival from last 
year. There is also a much greater emphasis on improving 
communication with customers than the overall sample 
group.

Automotive Objectives and Challenges
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As can be seen, the top fi ve leading short term objectives of 
South African Automotive businesses (by order of 
fi rst-ranked importance) are:

•  Reducing inventory
•  Lowering procurement costs
•  Risk sharing with suppliers
•   Improving communication with customers
•  Optimising inbound transportation

Of these top fi ve objectives, all but one are focused explicitly 
on cost reduction; the other, improving communication 
with customers, is of a more strategic and forward-thinking 

nature, but also bears witness to the great need in the 
industry to target and understand demand more effectively. 
With the huge drop in demand for cars during the recession, 
better customer understanding has become more crucial in 
an even more competitive marketplace. It is interesting that 
the other major objective of the overall sample, aligning 
the supply chain and business strategy, registers relatively 
low down the order for the Auto industry – presumably 
because they feel this is already in place.

supplychainforesight
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Fig. 4: Automotive: Supply Chain objectives



In terms of a direct comparison with last year’s objectives 
in the industry, measured by overall support for the option,  
we can see that, as with the overall sample, the continued 
presence of inventory and procurement cost reduction 
imperatives stems directly from post-recession caution, a 
‘burnt fi ngers’ syndrome, as well as a renewed commitment 
to effi ciency and lean operations. For the Auto industry, 

optimising inbound transportation has become relatively 
more urgent as an objective, which differs from the 
emphasis of many other sectors on outbound distribution 
optimisation. This might be seen as a cost imperative 
also, since the industry is exposed to global markets and 
suppliers for parts.
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The short term objectives of the 
Auto sector in 2010 demonstrate a 
deepened continued focus on cost 
and waste reduction, continuing the 
theme of survival from last year. 

supplychainforesight
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Fig. 5: Automotive: Supply Chain objectives year - on - year



The top-ranked challenges (by order of fi rst-ranked 
importance) for the Auto industry are as follows:
   
•   Waste and ineffi ciencies across the supply chain 
•     Transforming supplier relationships into true collaboration
•   Implementing effi cient planning and forecasting tools
•   Potential failure of key suppliers
•   Shift in strategic direction of organisation

We can clearly see that the Auto industry feels that their 
supply chain is more vulnerable than ever as a result of the 
huge swings in demand and volumes experienced through 
the recession period. An interesting option in the top fi ve 
highest ranked challenges for the industry is the ‘shift in 
strategic direction of the organisation’. This speaks to the 
huge adjustments in investment and resource that must 
have accompanied the fairly rapid and steep decline of 

Automotive Challenges
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With the huge drop in demand 
for cars during the recession, 

better customer understanding 
has become more crucial in 
an even more competitive 

marketplace.
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Fig. 6: Automotive: challenges



demand in the industry as the recession took hold. Outside 
of these top fi ve challenges, the next highly ranked ones 
are also indicative of an industry very hard-hit by the recent 
macro-economic conditions. Concerns over the cost of fuel, 
successfully implementing a demand-driven supply chain, 
the adaptability of the supply chain and optimising the 

distribution network all register as concerns. In comparison 
to last year’s challenges, while the Auto industry is still 
focused strongly on cost reduction and eliminating 
ineffi ciency, there is also a major concern over the fallout 
from the severe economic slowdown.

The recession has translated into real concerns over 

suppliers failing and the adaptability of long and complex 

supply chains to the new economic conditions. It is also 

tempting to read the focus on transforming supplier 

relationships into true collaboration as a response to the 

economic slowdown, and an admission that cost pressure 

has been placed for too long upstream in the chain. 
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We can clearly see that the Auto 
industry feels that their supply chain 

is more vulnerable than ever as a 
result of the huge swings in demand 

and volumes experienced through the 
recession period.
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Fig. 7: Automotive: Supply Chain challenges year - on - year



0 20% 40% 60% 80%

0 20% 40%

Reducing inventory

Reducing finished vehicles inventory

Reducing headcount/staff

Negotiating price and volume reductions from suppliers

Price discounts to attract more customers

Use of lean logistics

Strategic sourcing

Reviewing payment terms strategy

Consolidation of dealer network

Strategic partnerships to outsource certain non-core functions

Integrating IT with clients and partners

Investing in planning and forecasting capabilities

More regular audits of effectiveness of supply chain

Reducing waste /packaging

Reducing outbound lead times

Strategic sourcing

Use of lean logistics

Strategic partnerships to outsource certain non-core functions

Recycling used products and strengthening reverse logistics

Implementing make-to-order

78%

76%

76%

73%

66%

63%

61%

59%

54%

51%

41%

39%

34%

29%

29%

24%

20%

20%

17%

17%

Already implemented

Planning to implement 
in 1 - 2 years

We sought to design questions in this section which really 

drew out what companies had already done to stem the 

blood fl ow and apply bandages to the damage infl icted 

by the recession, and, just as importantly, to drill down 

into what companies are planning to do in the short-term 

and medium-term to kick-start growth again. This section 

thus focuses on the ways in which the supply chain 

strategy, moved to centre stage in the process of business 

alignment last year, is acting to try to facilitate growth and 

recovery in the business. 

Firstly, therefore, we sought to fi nd out what measures 

had already been implemented to combat the recession. 

Since the Auto industry is heavily globalised and one of 

the worst-hit by the recessionary downturn, the results 

were unsurprising, in that the immediate and radical cost-

cutting measures, such as reducing headcount, inventory 

investment and negotiating price discounts from suppliers, 

have already been implemented. The measures that are 

planned in the near-term to combat recession really fall into 

the reactive category, that is, reacting to the things that got 

the industry into trouble in the fi rst place: more investment 

in IT integration with clients and partners, more investment 

in planning and forecasting instead of reacting to demand, 

and more focus on the effectiveness of the supply chain. 

Strategic lessons have undoubtedly been learnt. 

The Recession – Resilience and Recovery

9
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Fig. 8: Automotive: fi ghting the recession



In the next graph, the focus on these strategic lessons 

is clear, as these are areas of the business that are being 

focused on to drive growth in the near-term. The areas that 

differ markedly from the general sample are indicated, and 

are much more focused on IT integration, which goes along 

with the general objective of increased communication, 

and more effective collaboration with clients and partners 

as a means to gain a more accurate demand picture. 
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The recession has translated into real 
concerns over suppliers failing and 
the adaptability of long and complex 
supply chains to the new economic 
conditions. 
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Fig. 9: Automotive: fi ghting the recession



Innovation and Risk: Innovation and Risk: 
Beyond the Burning PlatformBeyond the Burning Platform

The view on the supply chain’s role in strategic positioning 

and growth in the future for the sector is very interesting in 

its divergences from the overall sample group, as we can see 

here. Despite the aspects of planning, forecasting and shifts 

in strategic direction being listed as challenges, there is a 

much more marked belief than in the overall sample that the 

Automotive supply chain is being run well. This is a view across 

the board, from strategic alignment to views on effi ciencies 

and benchmarking. 

The ‘back to basics’ approach, and the strong focus on 

cost and more accurate forward planning, is completely 

understandable as a response to the economic environment 

in an industry that has borne the brunt of the downturn and 

has been exposed to global market risk. But we also wanted to 

see how current supply chain thinking could continue to mitigate 

this risk in a cautious post-recessionary environment, as well as 

act as an enabler for near-term growth and business innovation. 
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 The Auto industry is one of the 
worst-hit by the recession, resulting 

in immediate and radical cost-cutting 
measures, such as reducing headcount, 
inventory investments and negotiating 

price discounts from suppliers, having 
already been implemented. 
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Fig. 10: Automotive: innovative and risk assessments



So, while these may be challenges to the industry, their long-
term focus on supply chain as a core of the business seems to 
have them in good stead. 

In terms of the ‘as-is’ view of current supply chain strategy, 
there is much more of a strong correlation with the overall 
sample group. A signifi cant point of difference is in the view 

that there is concern over disruptions caused by supplier 
failure. With the current global concern over product recalls 
and quality control of a very globalised supply chain this is 
understandable.  
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The ‘back to basics’ approach, 
and the strong focus on cost 
and more accurate forward 
planning, is completely 
understandable as a response 
to the economic environment 
in an industry that has borne 
the brunt of the downturn and 
has been exposed to global 
market risk. 
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Fig. 11: Automotive: innovation and risk
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In an attempt this year to get some more valuable information 

out of the national private sector supply chain with regard 

to their dealings with the country’s trade infrastructure, 

we asked some very pointed questions. All of us know the 

challenges faced by our infrastructure, which is resulting in 

escalating costs and embattled service levels. The real opinions 

of the industry emerge in the following chart. As we have 

seen in recent media reports about both Eskom and the major 

coal-mining companies, public-private sector collaboration 

is now absolutely vital if the national infrastructure is to be 

more competitive. This is strongly indicated in our report, 

which also follows almost exactly the opinions of the overall 

sample contained in the general report. There is a tentative 

agreement that matters have been improving in the recent 

past, in statements like ‘the tolling system is adequate’ and 

‘overloading has improved’, but these are minor differences.

The industry also feels slightly more strongly than the general 

sample that it has a need for adequate rail capacity.

South African Infrastructure IssuesSouth African Infrastructure Issues
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In terms of the ‘as-is’ view of current 
supply chain strategy, there is much 

more of a strong correlation with the 
overall sample group. A signifi cant point 

of difference is in the view that there 
is concern over disruptions caused by 

supplier failure. With the current global 
concern over product recalls and quality 

control of a very globalised supply chain, 
this is understandable.  
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Fig. 12: Automotive: SA infrastructure



Keeping in mind that the Automotive industry wishes 

to focus on cost reduction after their demand volumes 

were slashed, and keeping in mind that they wish to 

reduce inbound transport costs and optimise outbound 

distribution, the real extent of the rail versus road capacity 

problem, from the Auto point of view, is well illustrated in 

the next graph. It is common knowledge that our freight 

system is heavily imbalanced towards road freight, and 

that while this often means a better, more reliable and 

direct service, it also causes heavy road use, congestion, 

cost escalation and infrastructural damage. However, it 

has not been graphically indicated until now just how far 

the infrastructure situation has failed the industry.  In the 

sector currently, 63% of companies move less than 10% 

of their goods by rail, considerably less than the national 

fi gure of 80%. However, crucially, there are currently 

17% of Automotive companies who responded that 

move more than 51% of their goods by rail, compared 

to the overall sample fi gure of just 4%! This makes the 

industry one of the heaviest users of rail capacity in the 

country. 
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If adequate rail capacity were available, this latter fi gure 
stays the same. However, a total of 39% of the industry 
would then move between 11% and 50% of their goods 
by rail, more than double the current total of 18% of 
companies who would move this much. For an industry 

which is critically dependent on its distribution network 
and the effi ciency of its supply chain generally in order 
to be globally competitive, it is of the utmost importance 
that the road versus rail distribution picture becomes 

more equitable and cost-effi cient. 

As we have seen in recent media 
reports about both Eskom and 

the major coal-mining companies, 
public-private sector collaboration 

is now absolutely vital if the 
national infrastructure is to be more 

competitive. 
supplychainforesight
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Fig. 13: Automotive: SA infrastructure road vs rail, the full picture



With the extent of senior executive and CEO participation in 

this year’s study (47% of respondents are CEOs, supply chain 

or logistics directors), we can safely assume that the opinions 

are authoritative. 

The extent of this senior participation is a fairly marked shift 

in our research, and more than any one factor tells us that the 

supply chain and business strategy are now fully aligned. The 

harsh lesson of the global economic crisis for South African 

business has been the extent to which we are dependent on 

effi cient and competitive links to markets elsewhere in the 

world. While the recession has slowed down the pace and 

extent of that global interaction, it has not stopped it. 

The lessons that have been learned through the burning 

platform of the recession are hopefully ones that will stay with 

global business in the next growth cycle, especially business 

here in SA – that is, that supply chains can be used to keep 

companies resilient and focused on their core business. Thanks 

to the renewed involvement of business leadership in the 

fortunes of their supply chains, businesses will now use them 

to help innovation and growth as global markets recover.   

Conclusion: Leadership sees the Light
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The lessons that have been learned through 
the burning platform of the recession are 

hopefully ones that will stay with global 
business in the next growth cycle, especially 

business here in SA – that is, that supply chains 
can be used to keep companies resilient and 

focused on their core business. 

supplychainforesight
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Thanks to the renewed involvement 
of business leadership in the 
fortunes of their supply chains, 
businesses will now use them to help 
innovation and growth as global 
markets recover.   
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