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for the taking.

I trust that you will gain great benefit from the insights the
supplychainforesight survey identifies and I would again like to
thank all those who contributed to this year’s research as well as the
team that made this possible.

Regards

Steve Ford - CEO Barloworld Logistics

Introduction
The supplychainforesight research report into attitudes, issues

and industries are engaging the changing economic landscape with

and trends in South Africa’s supply chains has been conducted

which the country is faced.

under the auspices of Barloworld Logistics since 2002, and is now
well-established as the benchmark qualitative study of the national

In particular that landscape reflects a shift in global economic

supply chain. This year’s ninth edition of the report goes by the title

power, away from the developed world and towards the still

South Africa Inc.: Growth, Competitiveness and the Africa

growing economies of the major emerging markets, which has

Question. Once more it samples the responses of a wide range of

been evident for the last few years. This shift should present South

senior executives and decision makers from across most of South

African business with a major opportunity to capture market share

Africa’s industry sectors, and not only those involved directly with

and grow. Companies and industries should be embracing emerging

supply chains. A wide range of businesses of different sizes are also

market economies as trading partners and as new markets – and

canvassed each year, with a concentration on large multinational

this is especially so of the African continent, where South Africa

companies.

Clearly the most burning question facing South Africa’s businesses,
across all industry sectors, is how to use their supply chains to

“Where are South African
companies in terms

remain profitable and competitive in a world stricken by economic
slowdown, rising unemployment and high levels of debt. In South

of their strategies for

Africa these efforts to deploy the supply chain as an enabler of growth
have been hampered by labour costs, bureaucracy, infrastructure

growth and supply chain

shortcomings, and other competitive challenges. One of the aims of
this year’s research, therefore, is to gauge how individual companies

competitiveness?”

has for so long been seen as the trading and logistics gateway into
Africa – a position which is now under threat.
This year’s supplychainforesight study therefore sets out to
analyse where South African companies are in terms of their

Job title or function

strategies for growth, and engaging with how they are building
and being part of a supply chain that is extending across their
industry sectors and ultimately across the national economy. This
includes looking at how South African companies are organised and
represented in their industries, and what industry-wide initiatives
exist for key areas such as industry lobbying and skills training.
The survey probes the objectives, challenges and constraints that
face businesses, industries and the country in the quest for growth
in difficult circumstances. Part of this focus on future insight – or
foresight – is the implications of the shift to emerging economy
markets and in particular looking to other African markets as a new
field of possibility.
Well over 50% of the respondents are in senior executive positions
Given this context, the study is organised into three key sections:

across their businesses, including CEOs, MDs, Marketing Directors
and Financial Directors. A substantial percentage come from supply

-

Firstly, a more comprehensive view than in previous years

chain and logistics senior management.

on both business and supply chain short term and medium
term objectives and constraints on South African companies.
-

Secondly, a section on South Africa Inc., and the
competitiveness both of individual companies and the
industries they are in. This will provide us with a clearer picture

Similarly, these senior executives come largely from multinational
businesses of considerable size – over one third come from
businesses with annual revenues of over R5bn, and more than half
of over R1bn.

of the threats and opportunities faced by South Africa as
a nation competing in global supply chains with other nations.
This section includes questions on industry competitiveness
in an international landscape, how industries are organised
and represent themselves to other industry sectors and to
Government, and what are their growth prospects given our
current infrastructure constraints.
-

Finally, we take these industry growth and competitiveness
issues into the international fold by asking where the threats
and opportunities lie for South African industries and the
national supply chain, in particular in other African markets.

The respondent and company profile for this year’s study follows a
similar pattern to our established base.

Size of companies surveyed based on
annual turnover

Main Industry
Finally in this contextualisation of the research sample, there is, as
usual, a comprehensive representation of industry sectors which
have participated in this year’s supplychainforesight survey.
The Automotive, FMCG/Retail, and Mining sectors are all strongly
represented, and there is significant participation from the Building
and Construction industry, as well as ICT and Agribusiness.

This across the board representation is more important than usual
this year, since we have investigated the question of industry
representation at national level, and the thorny question of how to
address skills deficiencies within industries.

Part One

Business and Supply Chain Objectives
and Constraints
Our approach to the trend-tracking part of the study is changed
this year by the need to measure what companies feel are the major
constraints to growth. Instead of looking at challenges, which was
our past approach, we asked for both general business and specific
supply chain constraints to go along with business and supply chain
objectives over a medium term framework. The reason for this is to
explicitly link strategic business objectives and constraints to supply
chain strategies, to gain a better picture of what needs to be done
in the supply chain arena to better underpin and enable the growth
ambitions of business.

Business Objectives and Constraints

Top 5 Strategic Business Objectives

Top 5 Strategic Business Constraints

The top option chosen for the medium term business objective is
to increase flexibility, agility and responsiveness, followed closely
by the goal to use the supply chain as more of a competitive
advantage. These two are closely interlinked, and demonstrate
the closer alignment of business and supply chain strategy over
the last few years. The objective for the business to adapt flexibly

“Expansion into
emerging markets and
growth is being seen by

and quickly to variable customer demand in a tight and volatile
market is something of a breakthrough. Previously a strong focus

South African companies

on planning and forecasting has marked efforts to make the supply
chain more competitive – but accurate forecasting remained, in

as a real opportunity”

past research surveys, a constant challenge. The current focus on
responsiveness marks a welcome shift to more engagement with
actual customer demand and market conditions rather than product
and manufacturing schedules. A more positive macroeconomic
outlook is evident in other top choices for business objectives
being focused on growth – expansion into emerging markets and

emerging markets, especially in the rest of Africa, emerging market

internationally. The expansion into emerging markets objective in

expansion and growth is also being seen by South African companies

particular is of interest – it is the third most supported objective by

as much more of a real opportunity. The need for industry-based

the respondents, with three quarters of the sample selecting it as a

collaboration rounds out the top five objectives – a further sign of

top objective. As we shall see later on, while there is a great deal

maturing business attitudes to competitiveness.

of challenge and operational difficulty associated with moving into

Top 5 Constraints to Supply Chain

The top constraints on the other hand demonstrate a strong focus on
costs. The leading constraint for South African-based businesses is
the cost of doing business, a factor made up of various contributory
causes, not least of which are bureaucracy, taxes and customs
costs, as well as the high costs of electricity and labour. While
‘Rand Strength’ features strongly as a constraint, it is perhaps more
accurate to focus on the currency’s volatility as a business constraint,
since this adds to planning uncertainty for both import and export
trade, as well as for domestic production and consumption. While
‘local competition’ is listed as a constraint, this may be read as a
positive – that local companies are becoming more competitive

In terms of supply chain objectives, strong emphasis on cost

through deploying their supply chains better.

management goes alongside a realisation that partnership is
essential to the use of the supply chain as a competitive advantage.

Supply Chain Objectives and Constraints

Therefore, increasing service levels to customers remains the
number one supply chain objective, as it has in previous years. This

We now focus on the specifics of supply chain strategy, how it can

objective must still be achieved at the lowest possible cost, as the

support the business and where it is hampered.

objective of lowering procurement costs and decreasing lead times
tells us. Essentially, in a highly competitive environment of variable
demand, customer needs must be met in the most cost-efficient way
possible. What is interesting is a shift in perception about how this

Top 5 Supply Chain Objectives

can be achieved. The next top objective is improving visibility in the
supply chain, followed closely by improving the flow of information
between the business, suppliers and customers. This strongly
suggests a maturing of the long-held mantra of the supply chain,
collaboration. No longer can suppliers be squeezed if the supply
chain is to remain competitive - there has to be a more strategic and
holistic view that is to the mutual benefit of supply chain players,
and offers sustainable benefit to the customer in the longer term. In
fact, in industries where the competitiveness of the supply chain is
critical to success, such as the Automotive industry, the information
flow objective is supported by every single respondent.

Regarding supply chain constraints, a more familiar picture
emerges. The cost of transport features as the greatest supply
chain constraint, for almost every industry sector. South Africa’s
high logistics costs, and the imbalance between road and rail, have
been well-documented. Sadly, this has been exacerbated lately with

urgent challenge for companies across all industry sectors – but can

the imminent imposition of tolling and carbon tax fees. This is one

it be addressed in a different way? In the meantime, are companies

area that desperately needs effective communication between all

partnering with the right companies to provide them with such

industry sectors, since all of them have to move goods, and the

expertise and skills, in a mutually beneficial relationship? Labour

Government.

Over and above the public sector/private sector

unrest, which featured prominently in the South African market and

disconnect, companies do need to ask themselves hard questions

especially in the freight transport sector in the year under review,

about reducing these costs - are they moving their goods in the most

is unsurprisingly featured as a major constraint. Perhaps more

cost-effective way possible? Is each industry considering innovative

surprising is the presence of ‘reducing the environmental impact of

ways of moving their goods differently – through co-operation with

the supply chain’ as a constraint - a first appearance in the top five

other industry sectors, for example? The bottom line is that there

for this option. The increasing pressure to reduce carbon footprint

is enormous value to be had in businesses constantly re-looking at

and to hold suppliers accountable, set by legislation and tax regimes,

their transport strategies and thinking laterally about them. The

undoubtedly accounts for this constraint becoming prominent. The

second major constraint is finding skills to enhance supply chain

pressure on corporations to ‘go green’ is thus now affecting the

management. As we shall see, the skills issue remains a burning and

bottom line.

“Cost management and
partnership are essential
to the use of the supply
chain as a competitive
advantage”

Macroeconomic Overview

GDP Growth Comparisons

Part Two

National and Industry Sector
Competitiveness
At the national, or macroeconomic level, South Africa’s
response to the global recession of the past few years
has been relatively good, as the graphs demonstrate.
GDP growth increased sharply from 2003 to 2008, and
much of South Africa’s GDP growth has been driven by
consumption expenditure. The country’s GDP growth is
expected to remain between 3.0 and 4.5 percent from
2011 to 2015, and consumption expenditure will grow
at a greater rate in South Africa than in many developed
economies. Our entry into the BRICS emerging market
trade bloc allows for significant trade opportunities and
growth opportunities on the back of the fastest growing
economies in the world. It is estimated that by 2014 the
BRICS economies will make up approximately 60% of
the global economy.

A significant opportunity therefore exists for South
African business. But it will need the right supply chain
competitiveness to be able to take advantage of it. Where
do South African businesses perceive their competitive
advantages and constraints to lie?

Drivers of Competitiveness

The

major

potential

drivers

of

South

Africa’s

corporate

competitiveness, according to our respondents, reflect the relative
sophistication of the South African economy. The top arena in which
we can compete internationally is our ‘capacity for innovation’,
followed closely by ‘professional management’, ‘adoption of best
practices’ and ‘access to technology’. These strategic management
factors all represent distinct potential advantages, especially in and
emerging market context, and, properly applied, make South Africa
an attractive investment and trade destination.

“The major potential
drivers of SA’s
competitiveness reflect
the relative sophistication
of the SA economy”

Constraints on Competitiveness

Turning to the constraints on the competitiveness of South

term possibility of success in a more competitive emerging economy

African businesses, the runaway biggest obstacle to growth and

landscape is not linked to cost reduction or even increased supply

competitiveness is the skills vacuum, followed by bureaucracy and

chain effectiveness, but on the quality of the country’s people and

the cost of doing business, labour-employer co-operation and the

their ability to keep on offering the qualities that make the country

cost of transport. These obviously closely align to the business

competitive, such as the ability to innovate and manage businesses

and supply chain constraints listed earlier, but it is interesting that

professionally and in line with global best practice.

the skills vacuum has moved so clearly to the top of the agenda.

In delving further into the competitiveness issue, we wanted to

It indicates the respondent’s awareness that the country’s longer-

Sector Competitiveness

establish which sectors of the South African economy are seen as

sectors have grown – rather bypassing the manufacturing part of

having unique competitive advantages and why. The Mining sector,

the developed world’s historical route from agriculture and food

the traditional powerhouse of the economy, retains top spot here.

production, via manufacturing to services.

This is presumably by virtue of South Africa continuing to have
a strong export flow of commodity resources, but despite the
gradual decline in the local Mining industry relative to international
competition. Other industry sectors seen as offering the country
competitive advantage tend to be those in the services sector where
we have relatively sophisticated offerings in an emerging market
context, such as Financial Services and Tourism. In the increasing
growth of the Services sector we are following many other emerging
market economies, especially in Africa, where traditional sectors
such as Agriculture have declined, and the Services and Tourism

Industry Sector Representation
and the Skills Vacuum
As part of our efforts to gauge the market’s opinion about how
individual industries can become more competitive, we wanted
to find out about the perception of how each industry sector is
organised formally to lobby and to develop skills and other strategies
for growth, as well as how it represents itself to Government.

Industry Representation

Surprisingly, only about half of all industry sectors in the sample

While this view may be unsurprising, the next graph demonstrates

definitely have industry representation. A far greater number, over

that there is a clear need for such a representative body that aligns

80%, feel there is a need for such representation, and of those, 91%

strongly to where respondents feel that constraints exist on the

feel that such a consolidated industry representative body should

growth of their businesses and their supply chains in particular.

lobby with government at a national strategic decision making level.

Functions of Representative Body

Areas where the services of such an industry body are felt to be
required include the co-ordination and alignment of training,
education and skills support, as well as areas such as applying
industry best practices and strategy advice and support.

In terms of how the market sees the alignment of professional
training with formal education, over half believe there to be
alignment between training and education in the supply chain field,
and what skills are required by the market.

Aligning Professional Training with Formal Education

Thus, despite the unanimous view on a general skills deficiency,

overtaken the USA as the second biggest. As might be expected,

there is at least a degree of usefulness for formal qualifications

this situation is mirrored by that of South Africa, the continent’s

in businesses. Many respondents believe this can be improved

largest economy. The growing demand for resources by the BRIC

by further engagement between the private sector and tertiary

nations, and stronger political ties between BRIC and many African

institutions on what is needed from their curricula.

countries, points to healthy growth in extra-African trade with the
BRIC nations over the next few years.

Part Three

Investment by the BRIC nations into Africa, mostly by China, is

National Competitiveness and Emerging
Markets

focused on developing regional trade infrastructure – especially
connecting key regional markets through road and rail, but also in
water and power investments, as outlined below:

For Africa as an emerging economy continent, an unprecedented
economic opportunity now exists. The shift in economic power
away from the developed economies towards the emerging nations,
and in particular the BRICS, puts Africa’s growing, resource-heavy
economies into a position of great potential advantage. This is

“Investment by the
BRIC nations, mostly

shown by the fact that, while Europe as a whole is still Africa’s
largest trading partner, China has for the past couple of years

by China, is focused on
developing regional trade
infrastructure”

Estimated African Infrastructure
Investment, 2010 – 2030
for government funded infrastructure projects, allowing for
a more rapid development of much needed base
infrastructure, primarily energy, transport and water.

Increased Foreign Direct Investment
A decrease in trade and investment policy barriers is expected
to stimulate increased FDI inflow into South Africa,
particularly in the development of distribution channels for
export to the greater African market.

Skills Transfer
Assuming foreign policy between the BRICS is structured
in such a way that it allows for the transfer of skills through
training and localisation mechanisms, South Africa could
benefit tremendously through the development of a labour
force with experience in world class technologies and
What potential benefits does the involvement of the BRIC nations in

business processes – something that chimes well with the

Africa hold for South Africa?

needs of the local market.

Increase in Political Weight

On the other hand, the entry of the BRIC economies into Africa

As the representatives of some of the largest importers and

also represents a set of potential threats to the growth of the South

exporters of goods and commodities in the world,

African economy and the realisation of the benefits listed here.

development of a united front between BRICS members

These include:

grants the coalition significant political weight in global
forums.

Inflation of Domestic Prices for Commodities
Substantially increased trade of commodities from South

Increase in Export Demand

Africa to the rapidly growing BRIC economies could

The current BRIC countries represent one of the most

place inflationary pressures on domestic prices, restraining

dominant importers of merchandise and commodities in the

the development of the domestic manufacturing and raw

world, which could lead to a dramatic increase in the

material beneficiation market, already strained by increasing

demand for South African commodities, and a consequent

electricity tariffs. The resulting inflated prices of beneficiated

significant increase in the country’s export market and a

or manufactured goods would not assist local industry due

balancing of its current account.

to its inability to compete with the local industries of larger
BRIC nations, primarily India and China.

Increased Foreign Capital Inflow
The development of foreign investment policy between
BRICS country’s could free up available foreign capital inflow

Relaxation of Trade Laws on Import Restrictions

Local Market for Heavy Manufacturing and

The potential relaxation of trade laws on import restrictions

Beneficiation Uncompetitive with India and China

from the East could further damage local industry through

Increasing electricity tariffs within South Africa are expected

uncompetitive pricing, flooding the market with imported

to drive tariffs to comparative levels with China and India

merchandise. The resulting shrinkage of local industry would

by 2020, eradicating one of the countrys key advantages for

cause significant job loss in the near term, negatively

investment. Favourable incentives for manufacturing, low

impacting government’s targets for job creation over the next

wage costs, skilled and productive labour, a swelling domestic

ten years. This is already happening in the textile industry.

market, and low interest rates on lending, provide a more
commercially viable market for investments in the other BRIC

Overlaps in Primary Export Trade

economies.

The loosening of trade laws between the BRICS countries
could further hurt South Africa’s export market due to

Given this macroeconomic context, we asked the respondents about

overlaps in primary industry trade with the larger BRICS

their own objectives and constraints about moving into emerging

countries, particularly in South Africa’s largest exports of

market economies, in particular other African markets.

agricultural goods, textiles and automotives.

Revenue Generated in Emerging Economies

In all industry sectors where the research had
adequate representation, revenue generated
in emerging markets is expected to increase
significantly in the next five years, pointing
to South African business being ready to
embrace the opportunities these relatively
new markets offer. While some industries are
hoping to more than double their revenue
in these markets, probably off of a low base
such as in the Retail sector, most industries are
expecting increasing exposure to and revenue
from these emerging markets.

Expanding into Africa – Strategies

In terms of doing business specifically with emerging African
markets, there is a concentration on selling into these new markets,
or partnering with local businesses to do so, as well as a focus on
expansion regionally, into the southern Africa, or, at most, the subSaharan African region. This tallies with the approach of the larger
BRIC economies in establishing regional trade bases which can be
linked via inter-regional trade infrastructure. However, it may be also
a low-risk approach by South African-based companies selling into
the regional market of the SADC where trade has existed for some
time.

The other side of the emerging market expansion coin is the
constraints that exist to doing business in these markets – especially
in the rest of Africa. The constraints pointed to in the graph all
reflect a relative lack of sophistication in other African markets
that bedevils easy interaction with them. The lack of infrastructure,
reliable services and processes are all factors that should be
escalated from industry representative bodies to Government level,
to be addressed from a policy perspective. This is a perfect case in
point for the private sector to lobby effectively with Government to
bring about the change required to mutually benefit the private and
the public sectors.

Expanding into Africa - Constraints

“Trade constraints with
the rest of Africa all
reflect a relative lack of
sophistication in other
African markets that
bedevils easy interaction”

Our last slide shows the insight and circumspection that many of our

major competition from Mozambique and Nigeria, among others,

respondents have about South Africa’s ongoing competitiveness.

will reduce the country’s market share. This is already being seen

Despite the widespread assumption that South Africa is the

in the competition the Maputo Corridor represents for the Durban

continent’s economic powerhouse and the supply chain and logistics

port on the East coast, for example. As we saw in the question about

gateway to sub-Saharan Africa, the majority of the sample feel that

which countries in Africa we are likely to do business with, South

this position is tenuous. Unless the country actively addresses trade

Africa in fact sees itself as the gateway only to southern Africa, with

competition and does something to develop trade corridors and

Dubai in any case representing a better trans-shipment and logistics

capture market share in the southern African economic region,

option for the North.

Gateway to Africa – competitors

SA – Gateway to Africa?

Conclusion:

It is clear that the major focus of the world’s markets will continue

The clear set of action points that emerge from this year’s research

to be the post-recession recovery and the economic crisis in Europe

are as follows:

for the immediate future. The situation puts South Africa in an

-

interesting position – while the national economy and growth
prospects will no doubt be hurt by European fallout and further

There is a need to support and develop industries that will
provide us with competitive advantage internationally.

-

There is a critical need to align skills development and

tailoff in demand from our largest trading partner bloc, the South

programmes to the needs of these and other industries to

African economy is still fundamentally sound, and, with the turn to

make them more competitive across the board.

trade with emerging markets, even has real prospects for sustained

-

growth.

There is a need to organise industries more collaboratively,
so that more effective lobbying and skills development can
be realised.

What this year’s supplychainforesight study shows is that this

-

There is a critical need for private and public sector

position is more precarious than some might like to think. Emerging

collaboration at policy formulation level, especially with

markets offer an opportunity, but also a set of very real threats.

regard to trade in African emerging markets, and trade with

They include introducing cheaper labour and manufactured goods

the other BRIC nations.

into our own market that will undercut local production, as well
as consuming our unbeneficiated commodity resources, leading to

What our research demonstrates clearly this year is that industry is

further retarding of employment and skills in the local economy.

far more mature. The private sector seems ready for action on the

Unless we can respond positively to those threats, our economy

critical constraints that might hinder the opportunities presented

will stagnate. The study demonstrates that we clearly know what

by the recent shifts in the global economic landscape towards the

is required, and what holds us back, and that more professionally

emerging economies. All that remains is for this call to action to

managed, world class supply chains are central to our efforts to

produce concrete results.

grow and become more competitive.

