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Survival and Recovery

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 ﬁnancial system. The boom years
were enabled fundamentally by the globalising
of ﬁnancial 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 difﬁculties and
challenges this presented were often overlooked.
The ﬁrst 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.

We called the falling dominolike consequences of the
recession the Butterﬂy Effect
– the phenomenon where a
small change at one place in a
complex system can have large
effects elsewhere.
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.
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Our 2010 supplychainforesight report is
the seventh annual edition of South Africa’s
well-respected supply chain industry research.
Barloworld Logistics conceived the idea and
continues to sponsor supplychainforesight. It
is conducted by reputable international research
company Frost and Sullivan.
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 short
and medium-term growth in aiding
recovery from the economic crisis.
In order to get the usual authoritative view on
these crucial strategic issues for the national
supply chain, it was vital for key decision makers
of various industries in South Africa’s supply
chains to participate. Supplychainforesight’s
well-established reputation for quality and insight
has traditionally meant we enjoy Senior Executive
participation, and this year was no different.

Fig. 1: Senior Executives respond
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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.

The overall response of nearly 400 Executives is
exceptional, about 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. 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
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Fig. 2: Company participation across all economic sectors
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The 2010 edition of supplychainforesight is
therefore structured according to key themes
and ﬁndings that serve to open up debate
about the ways in which South Africa’s supply
chains have responded to the global economic
meltdown, and how they see change in the
immediate future. These are:
• International benchmarking: Our study this
year kicks off with a positioning of South Africa’s
supply chain performance and infrastructure in
global trade terms. The recently released second
study by the World Bank on international trade
ﬂows rates us highly in terms of ease of trade
and infrastructural sophistication, but with an
accompanying underperformance in revenue
generation from trade. This brief overview of our
international benchmarking serves as a context for
much of the discussion to follow.
• Short-term supply chain objectives and
challenges: Tracking industry trends and strategy
year on year. This year, a comprehensive comparison
is provided between 2010 and 2009, to provide a true
picture of the impact of the recession.

• Innovation and Risk – Beyond the Burning
Platform: It became immediately apparent, between
last year’s research and now that companies had 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 and The Green
Future: This year we have gone a step further
than any other industry research into this area, to
ﬁnd 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. This crucial in-depth
analysis is accompanied by a positioning statement
and an update on how the national supply chain
sees investment and change happening in the area
of environmental sustainability.

• 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 ﬁnd out what companies
saw as their short- and medium-term strategies to
recover and grow in the future.

supplychainforesight
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International benchmarking
Fig. 3: Comparative trade ﬂow criteria
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needs little further investment in these areas.
Conversely, our emission standards are only worse
than the UAE, an oil-producing country. And our
private sector involvement in the rail sector rates
less than China’s, which is also state-owned!

It is clear from the summary graph above that South
Africa is burdened as an international competitor in
a few areas. Our currency stability is low and rate
of GDP decline high. In this summary chart, the
roads and ports infrastructure measures are those
of current and planned investment, where we
exceed only Germany in investment in rail and road
infrastructure. This is of course because Germany

But the more dangerous aspects of our international
competitiveness are revealed in the next slides.
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Ports & Airports – infrastructure & efﬁciency
Fig. 3.3
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such as Brazil, India and China. Indeed, in the area
of land transport, our export and import costs are
the highest of the comparative group as a whole.

In the areas of ports and airports, as well as land
transport, our lead times are at best average, and our
costs high, compared to key strategic competitors,

South Africa is burdened
as an international
competitor in
a few areas.
supplychainforesight
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Land Transport – infrastructure & efﬁciency
Fig. 3.7
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times, numbers of export and import documents,
and quality assurance measures such as frequency
of inspections, SA makes it relatively hard to do
business.

Finally, despite the positive messages about our
trade infrastructure that emerged from the recent
World Bank report, our ease of doing business
cross border is among the worst in our competitor
group. In almost every area, such as clearance
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Fig. 4: Cross-border and international trade
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sectors across the board. It is the private sector who
will need to agitate and drive for this to happen,
however.

As we will see in our later discussion of our internal
infrastructure issues, these are legislative and
regulatory issues that can partly be solved by a
smarter partnership between the public and private

In almost every area SA
makes it relatively hard
to do business.
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Objectives and challenges
As can be seen, the top 5 leading short term
objectives of South African businesses are:

In this section we present the trend-tracking
section of the survey, which takes place every year
and provides our ﬁndings with a vital context –
how Senior Executives and Supply Chain Managers
in SA’s biggest businesses view their supply chain
objectives and challenges for the coming year.

•
•
•
•
•

The short term objectives of SA businesses in
2010 demonstrate a continued focus on cost
and waste reduction, continuing the theme
of survival from last year. There are also some
interesting new departures, however.

Lowering procurement costs
Aligning the supply chain with business
strategy
Reducing inventory
Improving communication with customers
Warehousing optimisation

Of these top ﬁve objectives, two are focused
explicitly on cost reduction (lowering procurement
and reducing inventory); while the other three are
of a more strategic and forward thinking nature.

Fig. 5: Supply chain objectives in 2010
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While optimising warehousing, may have a cost
focus, it is also a matter of strategic planning and
distribution network modelling – coupled with the
continued presence of the alignment of strategy,
which was prominent in last year’s objectives, this
suggests that supply chain planning is not only
ﬁrmly on the boardroom agenda, but set to drive
much strategic planning post-recession.

One notable new addition to this year’s top
objectives is ‘Improving Communication with
Customers’. This replaces the rather more general
and nebulous ‘collaboration’ objective, and shows
a deﬁnite focus on retaining and competing more
.
intelligently for customers after the experiences of
radically falling demand of recent times.

A new top objective is
‘Improving Communication
with Customers’.
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In terms of a direct comparison with last year’s
objectives, we can see that the continued presence
of inventory and procurement cost reduction
imperatives stems directly from post-recession
caution, a ‘burnt ﬁngers’ syndrome, as well as
a renewed commitment to efﬁciency and lean
operations.

Other objectives which fall outside the top ﬁve,
but remain important, focus primarily on cost
reduction through the good ofﬁces of strategic
alignment, including network and transport
optimisation, better utilisation of supply chain
assets, and streamlining the supplier base.
Whether this last option means a renewed focus on
local supply is debatable, but might be assumed.
Reducing the environmental impact of supply chain
operations is relatively low in importance, but, off a
higher sample base, is much better supported than
in last year’s research.

The relative importance of inventory reduction has
slipped down the rankings, however, and lowering
procurement costs have increased in importance,
keeping in mind that this year’s sample size is much
greater.

Fig. 6: Supply chain objectives year-on-year
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There is renewed commitment to
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such as Retail, ICT and Pharmaceutical, all focus
strongly on communication with customers as a
strategic imperative for recovering fallen demand.

In the following graph, which shows a breakdown of
these objectives by industry grouping, it is signiﬁcant
that those industries which sell to end-user or retail
customers, or with a highly competitive landscape,
Fig. 7: Top objectives per industry
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The top ﬁve challenges to the business are as follows:
• Implementing efﬁcient planning and
forecasting tools
• Optimising the distribution network
• Waste and inefﬁciencies across the supply
chain
• Potential failure of key suppliers
• Implementing a demand-driven supply chain.

The continued presence of the challenge of
implementing a demand driven supply chain
indicates that safeguarding against the excesses of
inventory brought about by the boom, then crash,
of the last few years remains the most difﬁcult
balancing act of all.
Outside of the top ﬁve challenges, some interesting
focal points emerge. A translation of strategic
imperatives into operational terms remains a
challenge, indicated by the charting of the options
‘transforming supplier relationships into true
collaboration’, and ‘adaptability of the supply chain
to economic slowdown’. The ability to take advantage
of African opportunity, possibly a renewed focus
for regional growth, remains challenging. In all
likelihood this is due to the infrastructural and other
trade ﬂow issues with major African markets.

All of these key challenges reﬂect the difﬁculties
inherent in changing from a complex supply chain
which was built to handle volumes and trading on
a global scale in the boom years, to one in which
cost cutting and survival is imperative and yet which
must also drive efﬁciency and future growth. Most
of these challenges have remained current from
last year’s study, except that the ‘severity of the
economic slowdown’ that was the burning issue
last year, has now translated into a fear that key
suppliers will not, or already have not, survived the
crash.
Fig. 8: Supply chain challenges in 2010
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Fig. 9: Supply chain challenges year-on-year
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In terms of challenges by industry, the severity of
supplier failure as a result of the recession is evident
by its prominence in several industries – notably

the public sector, which may impact negatively on
public service delivery.

Fig. 10: Top challenges per industry
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The recession – resilience and recovery
We sought to design questions in this section which
really drew out what companies had already done
to stem the blood ﬂow and of the damage inﬂicted
by the recession, and just as importantly, to drill
down into what companies are planning to do in the
short 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
facilitate growth and recovery in the business.

Firstly, therefore, we sought to ﬁnd out what
measures had already been implemented
to combat the recession. The results were
surprising in that it seemed that traditional
cost-cutting measures, such as reducing
headcount or reducing marketing expenditure,
were relatively low priorities. We interpreted this
to mean that they were among the ﬁrst measures
to be taken, and, a year later, were less prioritised
than more strategic measures to make the business
leaner and geared up for growth.

Fighting the recession
Fig. 11: Strategies implemeted or planned
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As we can see, and as we saw from the overall
business objectives, reducing inventory and reducing
volumes from suppliers, as well as rationalising and
localising the supplier base, are key strategic supply
chain priorities that have been implemented. This
is consistent with the expressed business objectives
overall, again indicating that there is far more
alignment actually happening between the business
and the supply chain. Among the factors planning
to be implemented in the short-term future, three
stand out: integrating IT with clients and partners,
more regular audits of supply chain effectiveness,
and identifying M&A opportunities.
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IT integration represents at once a move to increase
management capability across the supply chain,
and more visibility and responsiveness. More
regular audits of the supply chain also appear
prominently here. Of course, if these had been
properly implemented previously, they may have
mitigated the risk of, for example, carrying too
much inventory before the crisis hit. But they will
now help ensure that ‘compelling events’ such as
the recession are better prepared for. Lastly, the
identiﬁcation of M&A opportunities provides
the clearest indication that the worst of the
crisis may be over and businesses are looking
beyond it.
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As mentioned, drastic measures such as price
discounts and headcount reductions have already

been implemented, and are now low down on the
strategic planning list.

Beyond shock tactics
Fig. 12: Radical anti-recession measures already implemented
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prominent for the FMCG sector, while retail focuses
on reducing inventory. This is evidence of a
‘back to basics’ approach in the face of the
immediate aftermath of the ﬁnancial crisis.

A look at the actions already taken to mitigate
the effects of the recession show the bias to
certain types of action dependent on the industry
concerned. Here, for example, local sourcing is

Fig. 13.1: Fighting the recession : what have industries done?
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In terms of what is planned in the near-term to
combat the recession’s effects, industries across
the board are focusing on IT integration with
clients and partners to increase efﬁciency and
get closer to customers’ needs.

If you dabble in the stock market, you may want to
pay attention to the fact that M&A activity is being
looked at closely in the mining and pharmaceutical
sectors!

Fig. 13.2: Fighting the recession: what are industries planning?
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Fig. 13.3: Fighting the recession: what are industries not doing?
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Innovation and risk: beyond the burning
platform
In this graph, it is clear that respondents feel that
good strategic alignment is being achieved – a
signiﬁcant opinion, since this was a major objective
in last year’s research. 72% of respondents agree
or strongly agree that ‘our supply chain is aligned
with overall business strategy’. 62% also believe
that ‘production and inventory decisions are aligned

The ‘back to basics’ approach is completely
understandable as a response to the economic
environment. But we also wanted to see how current
supply chain thinking could continue to mitigate
risk in a cautious post-recessionary environment, as
well as act as an enabler for near-term growth and
business innovation.

Adapting to market changes
Fig. 14: Views on effective strategies
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with suppliers and customers, with more than
75% saying that these will aid adaptability and
responsiveness.

with supply chain’. This may not seem to tally with
the high percentage, some 43%, who disagree
or strongly disagree that ‘demand planning and
forecasting has been accurate and effective’. The
apparent variance may be that internal alignment
is being achieved to increase efﬁciency and reduce
costs, while it remains notoriously difﬁcult to
respond completely accurately to variations in
customer demand.

The speciﬁc nature of these collaborative ambitions
is a step forward from previous research responses,
which were more vague about collaboration. The
urgency with which this issue is highlighted tells
us that the compelling event of the recession may
precipitate more ‘opening of the kimonos’ between
supply chain players across the board than ever
before.

In attempting to do so, and thus run smarter
supply chains, respondents are strongly focused on
increased communication and partnerships

Supply chain thinking could continue
to mitigate risk in a cautious postrecessionary environment, as well as act
as an enabler for near-term growth and
business innovation.
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Fig. 15: Strategic investment in recovery per industry
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communication with customers and suppliers
charts across the board – especially in the logistics
and transport sector itself. Though it isn’t reﬂected
here, the only sector relatively uninterested in
communicating with either customers or suppliers,
ironically, is government!

In the industry breakdown above, participants were
asked which areas of the business would receive
strategic attention in order to take advantage
of any economic recovery. While performance
measurement and audits are important in
some industries, such as ICT and agribusiness,

While performance measurement
and audits are important in some
industries, communication with
customers and suppliers charts
across the board.
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suppliers or customers is seen as the key means for
change across all industries, the only exceptions
being the pharmaceutical industry, and, somewhat
bizarrely, government, both of which focus on
product quality.

The communication objective this year takes further
shape when we asked in which areas of the business
companies intended to work with suppliers and
partners in order to implement changes. As we can
see, communication and collaboration with either

Fig. 16: Industries: collaboration for change
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respondents how effective they felt their planning
and forecasting was in responding to a few key
curveballs the market may throw up.

In order to further assess risk proﬁles, and ﬂesh
out the perennial issue of planning and forecasting
in a recovering economic environment, we asked

Communication and
collaboration with either
suppliers or customers is seen
as the key means for change
across all industries.
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forecasting systems had responded well to shifts
in the strategic direction of the organisation. This
last point speaks volumes for the resilience of SA’s
supply chain planners, after the turmoil of the
last twelve months, and the radical changes the
economic landscape has undergone.

Respondents seemed more conﬁdent on this
score, certainly than last year. Planning systems
were said to be effective or very effective by 42%
of respondents for implementing a multi-modal
strategy successfully, despite the infrastructural
pressures suffered by Transnet. The same amount
felt that they were optimising their distribution
network effectively, and even more, 47%, felt
conﬁdent about coping with potential FIFA 2010
World Cup disruptions. 31% of respondents
were also conﬁdent that supplier relationships
could become more effectively collaborative, and
an encouraging 40% felt that their planning and

On the more negative side, while multi-modal
strategies were in place and apparently working, a
massive 48% of respondents felt that there were
insufﬁcient capacity and service levels available to
them in the country’s rail infrastructure.

Fig. 17: How effective is your planning & forecasting in responding to change?
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47%, felt conﬁdent about
coping with potential FIFA
2010 World Cup disruptions.

48% of respondents felt that
there were insufﬁcient capacity
and service levels available
to them in the country’s rail
infrastructure.
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Perhaps more surprising was the extent of
agreement with the statement that companies
‘actively incorporate an environmental strategy
in the supply chain’ where this is really contraindicated in the objectives section of the study.
Respondents also largely disagreed that the failure
of suppliers had disrupted their operations, despite
this being posed as a challenge this year. This speaks
once more of a resilient industry.

Finally in this section on the management of future
risk and supply chain sustainability post-recession,
we asked respondents about their agreement or
disagreement with various future oriented value
propositions.
Strongest agreement came for the enhancement
of planning and forecasting and that proper
collaboration with suppliers and customers was
increasing, as expected. The alignment between
supply chain and the business was once more
conﬁrmed, with executives now seeing supply
chain as ‘an integral part of the business’.

Innovation shows the way forward
Fig. 18: Companies focused on future growth strategies
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A surprising result was the
extent of agreement with
a statement ‘We actively
incorporate an enviromental
strategy in our supply chain
activities’.
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South Africa: infrastructure and the
green future
faced by our infrastructure, which is resulting in
escalating costs and embattled service levels. This
knowledge is enhanced by the simple international
benchmarking exercise contained in this report. But
the real opinions of the private sector emerge in the
following charts:

In an attempt this year to get some more valuable
information out of the national private sector
supply chain with regards to their trials and
tribulations with the country’s trade infrastructure,
we asked some very pointed questions. All of us
know the extent and severity of the challenges

Fig. 19: Industries: has the recession changed the future?
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The recession has caused supply chain management to become an integral part of our business

We have consciously moved our supplier base to South Africa to reduce exposure to currency ﬂuctuations and also minimise impact of
global recession
Our value chain has been disrupted due to failures in terms of relationships or even bankruptcies among suppliers
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like ‘customs processes are dealt with more
efﬁciently than in the past’. However, there is
little conﬁdence that corruption and physical
security are being adequately addressed, or
that the road infrastructure strategy currently
adopted by government will work.

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 rescued.
This is strongly indicated in our report. There is
also a tentative agreement that matters have
been improving in the recent past, in statements
Fig. 20: Infrastructure again!
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Public-private sector
collaboration is now
absolutely vital if the
national infrastructure
is to be rescued.
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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
private sector.

The real extent of the problem from the private
sector’s viewpoint is well illustrated in the next slide.
It is common knowledge that our freight system is
heavily imbalanced towards road freight, and that
while this often means a better more direct service,

Road vs Rail – the full picture
Fig. 21.1

Fig. 21.2
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infrastructure and trade incentives to business as a
key strategic priority.

Currently, 80% of companies move less than 10%
of their goods by rail. If adequate rail capacity were
available, 46% of companies would move over 20%
of their goods by rail. This is a tragic indictment
of the country’s key economic failing. Businesses
are subjected to needless costs and competitive
pressures, while governments elsewhere provide

This contention is conﬁrmed by the following graph
on transport costs as a percentage of the Total Cost
of Goods Sold.

Currently, 80% of companies
move less than 10% of their
goods by rail. If adequate rail
capacity were available, 46%
of companies would move
over 20% of their
goods by rail.
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Fig. 22: Company transport costs as a percentage of total cost of goods sold
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For 21% of the country’s businesses to spend more
than 10% of the cost of their goods on transport

indicates quite clearly the plight we are in from an
infrastructure point of view.

21% of the country’s businesses
to spend more than 10% of
the cost of their goods on
transport indicates quite
clearly the plight we
are in from an
infrastructure
point of view.
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and length of investment industries were prepared
to spend on green technologies and processes. The
result looked like this:

Finally, continuing our focus from last year on the
attitude of business to investment in environmental
sustainability and carbon emission reduction, we
sought a breakdown by industry based on amounts
Fig.23.1: Industries investing in green
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Fig.23.2
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and FMCG sectors. The lengths of time companies
are prepared to invest in improving SA’s woeful
emissions proﬁle has diminished though, moving
from an estimated 5 years in 2009 down to 4.5
years this year.

Encouragingly, the industries which topped the
charts of most revenue to invest in green projects
and technologies, as well as the length of time
they were prepared to invest, were those involved
in heavy transport-related emission and hazardous
chemical production – the Agribusiness, logistics
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Conclusion: Leadership sees the light
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 chain 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.

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 efﬁcient 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.

Hopefully the lesson that stays with
global business in the next
growth cycle, especially
business here in SA is that supply
chain can be used to keep
companies resilient and focused on
their core business.
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