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supply chain and logistics market.

Sourcing from and selling
to international markets

represents a complexity challenge
for most supply chains and

many are struggling to keep
up with increased demand

and complexity.
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Introduction

The supplychainforesight report is now in its fourth year of publication and continues

to be an authoritative source of strategic information about the evolution of South

Africa’s supply chains. Last year’s report began a focus on two key issues: the

challenges presented by globalisation to SA supply chains, and the degree to which

respondent companies were using modern, integrated supply chain strategies to

drive competitive advantage.

The respondent sample consisted of almost 250 responses, with a very good

representation of CEOs and general managers, as well as supply chain and logistics

directors and managers. Once again this year, the majority of responses come from

executives and managers in companies with over R1bn in turnover, many of which

are multinational.

In addition, this year’s research continues the focus on individual industries which

was begun successfully in last year’s report. While most industry findings will be

reported on separately and presented back to the relevant industries, some findings

are useful to examine in the light of the overall report, and will be included here

for discussion.

South African businesses, in the light of this year’s findings, are searching for new

ways to deal with both the increased volumes and complexities of their supply chains,

and are beginning to seriously re-evaluate the nature of their supplier and customer

relationships in order to cope with the challenges presented by rapid and compound

growth on the one hand and globalisation on the other.

The overall context of this attitudinal survey, however, is still that of the changing

conditions for supply chains brought about by the various impacts of ongoing

globalisation.

One final innovation brings another dimension to this year’s research. This has to do

with the changing nature of the relationship between different supply chain role

players. Through analysing and comparing the responses of various important decision

makers in supply chains, we are now able to compare the views of supply chain

“partners”, and to draw conclusions regarding the extent to which there is collaboration,

and who is likely to drive it in the future. This approach has also yielded insight into

the different pressures that drive supply chain reform among, for example, retailers,

manufacturers and raw material suppliers.

It has become evident over the years of compiling and analysing the

supplychainforesight research, that many of the key objectives and challenges

facing supply chains are inhibited or enabled by these relationships or ways of working

between different players in the extended supply and demand network. In order to

be able to compare perceptions and attitudes, and to more fully explore these issues,

the research is this year tailored specifically to find out what the differentiated

attitudes and thinking is of different role players in the organisation’s supply chain.
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Key Learnings

How to Read the Report

The format of this year’s report, given the focus on both globalisation and supply

chain relationships, takes a rather different tack. We open the report with an analysis

section which will investigate four separate but linked areas:

• Globalisation and SA Business Leadership
This examines the opinions of CEO and General Management respondents with

regard to the impact of globalisation on their businesses, their perception of the

objectives and challenges facing their company’s supply chains in the light of the

changing global business picture, and how their views converge or diverge from

supply chain and logistics executives.

• Supply Chain Relationship Building
This section deals in more detail with the differences and similarities in perception

between business leaders and their supply chain executives about the objectives

and challenges for the organisation’s supply chain. We investigate issues of

internal communication and integration between functions and departments,

as well as the issues facing attempts at external integration for the organisation

– with its suppliers, partners and customers.

• Revisiting Familiar Issues
Many of the issues which have been dealt with and analysed in previous reports

have arisen again, since they are perennially part of the supply chain landscape.

Here we investigate shifts in perception around issues such as supply chain skills,

collaboration, costs and service levels.

• The Service Provider’s View
Finally, we deal in a separate section with the viewpoint of supply chain and

logistics service providers, about their own relationships with their clients, and

about their insight as intermediaries, into the relationship between suppliers/

manufacturers, and retailers. The opinions of the supply chain and logistics

service provider subset of the sample are a new feature of this year’s investigation.

 In contrasting the views of suppliers/manufacturers and retailers, we seek to shed

light on a considerable shift in attitude that is evident, particularly in the FMCG/Retail

industry sector. This step change in attitude is being driven by both an increase in

the complexity of supply chains, and by rapidly increasing volumes which together

are challenging existing supply chains to their very limits. It is clear that retailers

now believe that real reform is needed to create competitive advantage, in the

context of rapid and fundamental change for the industry worldwide.

The report is then rounded off with an overview of some detailed findings from

the combined results of the report, as a means of comparison to the views of the

subsets such as CEOs and supply chain directors.



• Research Methodology
Where we have asked important questions that require more than one option

in response, for example, where five top objectives and challenges are called for,

we have weighted these responses in the analysis, affording the highest weighting

to options chosen first. This provides us with a means of clearly differentiating

the relative importance of each option for the respondents.

1. Globalisation and SA Business Leadership

In total this year, 18% of respondents were either CEOs or general managers. This

is slightly down on last year’s 22% of the sample, but more CEOs were involved this

year. (12% as opposed to 10% last year).

Fully 61% of the companies managed by these respondents have annual turnovers

exceeding R1 bn. We may therefore assume that our respondent profile faces the

fairly typical management and supply chain challenges of a large enterprise.

Again this year, over 90% of the CEOs and general managers questioned consider

themselves to be affected by globalisation. Interestingly, 74% of these consider the

impact of globalisation on their businesses to be positive.

Key Learnings
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This view makes South African CEOs somewhat more positive about globalisation

than their counterparts elsewhere in the world, gauged in comparison to

PricewaterhouseCoopers 2005 Globalisation and Complexity Survey. This positivity

may well be a result of the opportunities offered to SA companies by globalisation

itself, and by the opening up of trade in the post-apartheid era, which has seen

overall business confidence grow steadily. However, as we shall see, the positive view

of globalisation may mean that CEOs are less aware of the potential dangers presented



by globalisation if supply chains are not geared to take advantage of it – dangers of

which supply chain and logistics directors and managers in the survey seem to be

more aware.

CEOs expect significant competition to emerge from the current big names of the

developing world – India and China. Chiefly, such competition arises because these

countries have significantly cheaper sources of supply, not only to major customers

in the West, but to other developing markets as well. It is already established that

the major multinational brands are outsourcing to cheaper sources of supply from

these areas. A major implication of this finding for SA businesses is that we have to

understand where in our own supply chains we have our own competitive advantages:

can we, for example, act as a trading gateway to Africa, act as a global source of

skills or products and services, add value to the resources we export, and so on.

Perhaps the most significant consequence is the layers of additional complexity that

competition from India and China adds to SA’s inbound supply chains.

Complexity is added in terms of global sourcing policies, additional cost pressures,

and the complexity brought by the physical movement of inbound goods and services

from geographically distant locations. As we shall see, companies are faced with

additional supply chain complexity because of the globalisation phenomenon, and

due to increased demand both locally and internationally.

While the majority of CEOs expect or are planning to do business globally within the

next three years, the following chart shows where they expect the impact of

globalisation on their own businesses. The strongest impacts are expected to come

from new competitors, and extended and complex supply chains. As we shall see,

the issue of new levels of complexity in supply chains is echoed by other role players

in the survey, and stems directly from the branching out of SA business into sourcing
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from and supplying to markets and customers around the world. Innovation appears

as an impact clearly because CEOs feel the pressure to increase innovation in their

organisations in order to compete.

When asked in which regions CEOs are doing or planning to do business, it

is interesting that they see developing markets as holding the most potential,

with Southern Africa and South and Central America emerging as primary targets

for outbound goods and services. One could postulate that given South Africa’s

history and geography, we are better placed to understand the customer needs of

developing markets than our western competitors, as well as the complexities of the

logistical challenges of servicing them excellently. Inbound, business will continue

to be done with the West, probably for technology and items of sophisticated

manufacture, and increasingly with India and China, probably based on cost advantages

as previously described.

25%
of global competition is expected
to emerge from China, followed

closely by India (22%)



Specific actions that CEOs are planning to take globally involve predominantly forming

strategic alliances with foreign partners and opening new offices, along with importing

finished goods. These actions indicate a country at the beginning of the globalisation

curve – reaching out to the rest of the world and beginning to establish a footprint.

Next in our CEOs view of globalisation, we asked what they considered most

challenging to sourcing and selling globally. Currency fluctuation, unsurprisingly, was

the top challenge in both areas. But, interestingly, this response is very different to

the global CEOs interviewed in the PWC study. Terrorism, for example, is very low

on the SA CEO agenda, but is a major challenge for global CEOs, to whom the

currency issue is less important. South Africa thus can and does do business with

countries that the West, certainly, views as more risky. Of course, currency fluctuation

can be exacerbated in our case as a result of the SA currency not being protected

by the national treasury – which is nonetheless a positive step in terms of global

competitiveness, and aligns us with other emerging market countries that we should

regard as our true competition on the global stage. If India and China can be regarded

as the heavyweight hitters of the developing markets, then we need to compare

ourselves to and compete with others in the same space.
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This view of our real competition in the new globalised market should also compel

us to deal with some of the other logistics issues that face us – primarily our

geographical location, at some physical distance from the major markets we buy

from and sell to.

74%74%
of CEOs perceive currency fluctations

to be very challenging when
sourcing globally
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44%44%
of CEOs believe that corruption is a great

challenge when selling globally
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Finally, we asked what CEOs saw as SA’s current competitive advantages. The picture

which emerges is a mirror image of the Institute for Management Development’s

2006 World Competitiveness Report, where SA lags behind seriously on skills,

productivity, the cost of labour, bureaucracy/red tape, and the proximity to large

consumer markets in particular, but where our banking, physical and business

infrastructures and governance are seen as competitive advantages.

No one would argue that the skills shortage is one which faces all industry sectors

in SA as a matter of urgency. But these competitiveness measures also need to be

contextualised – they are after all macro-economic, ‘big picture’ measures. In many

cases, in specific industries such as the automotive industry, properly trained labour

forces are cost effective because they become much more productive – thus making

the country a cheaper overall source of automobile manufacture for international

markets. We need to exploit such niches of opportunity, and use more effective

supply chains to enable them.



Moving on from globalisation to supply chain-specific issues, we enquired about the

CEOs’ objectives and challenges with regard to their supply chains.

The CEOs’ top three objectives for their company’s supply chains this year reflect a

strong commitment to customer service at number one, with improving supply chain

collaboration at two and lowering procurement costs at three. Supply chain specific

objectives, such as redefining strategy and increasing flexibility and agility in the

supply chain, rank relatively lower. Decreasing costs and improving service would of

course rank highly for any chief executive across the board, but it is significant that

collaboration is seen as an important factor in achieving these goals. However, there

seems to be a disconnect between the view that collaboration in the supply chain

is a strategic objective, and the view – expressed, as we shall see, by both supply

chain directors and managers and by logistics service providers – that most companies

are not collaborating internally with service providers, or externally with suppliers.

Key Learnings
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It is our view, having analysed subsets of the data, that there has been a strategic

realisation by leadership that a new approach to the supply chain is needed. This

has in turn been stimulated by a realisation that current practise and infrastructure

is unable to deal with either the increase in volumes or the complexity of the supply

chain, and that coping with these factors is becoming necessary to succeed in the

modern era in South Africa.

The CEOs top challenges provide a deeper insight into that disconnect. The diverse

needs of customers is the top challenge, followed by increased complexity and volume

in the supply chain and the skills of supply chain staff. These are followed by a host

of functional challenges which need to be addressed in order to meet these business

challenges, including collaboration, planning and forecasting, and others.
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Diversity in the customer base, as well as complexity and increased volumes in the

supply chain, point to the impact that globalisation is already having on companies.

However, it also points to the sustained growth curve of the South African economy,

creating increased domestic demand for which local supply chains are struggling to

gear up. The same finding crops up in the responses of supply chain and logistics

directors and across different industries.

Faced with the challenge of meeting the demands of both the local and global

economies, CEOs are beginning to turn to their supply chain for solutions. But those

supply chains have for a long time been functionally focused and soley geared to

local supply and demand issues. Now that additional demand and complexity are the

burning issues, our supply chains may not be ready yet to cope.

If anyone would know, it would be the supply chain directors and managers, who

are at long last in a position to gain the support of their CEOs for the reform necessary
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to enable the CEOs positive vision of global growth. They also seem to have the

CEOs support in dealing with the reality of increased customer and product diversity

with a supply chain which is creaking under the strain – not just in SA, but all over

the world. Indeed, if we can take comfort from the challenges facing our supply

chains in meeting the increased volumes in complexity and demand, it is that we

are not alone.

The Council of Supply Chain Management Professionals, in their annual US ‘State

of Logistics’ Report in 2005, showed the US economy slowing, while ‘the growth

in its business logistics system was unparalleled’. Logistics costs rose to almost 10%

of GDP, an all time high for logistics costs. The report estimated a  20% growth in

domestic freight transportation in the last decade and expected this to increase

another 65% to 70% by 2020! Even so, and here we can see the growth in

globalisation; international shipments are predicted to outpace the expansion in

domestic shipments, with some estimates pegged above 85%. The pressures on

logistics systems and supply chains are the same the world over – the difference is

in how countries respond to the challenge.

Our next section examines the points of difference and of agreement between those

personnel responsible for delivering supply chain performance and their leaders.

8%8%
of CEOs view the diverse needs of their
customers as the number one challenge
to meeting their supply chain objectives



2. Supply Chain Relationship Building

The views of supply chain and logistics directors and managers (SCLM) are by and

large aligned with the views of the CEOs regarding supply chain objectives. Top of

the SCLM list is also improving service to customers, closely followed by improving

product availability – the one following logically from the other. This is followed by

improving collaboration and lowering costs.
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As we saw in the CEO responses, cost reduction and service enhancement are

uppermost on the executive agenda, and collaboration is seen as a means to this

end. But looking at other objectives shows certain differences between the SCLM

group and the CEOs. Redefining supply chain strategy, improving the flexibility and

agility of the supply chain, and integrating logistics functions all rate higher for the

SCLM group than for CEOs. The CEOs seem to be pinning their hopes for supply

chain improvement on collaboration, whereas the SCLMs understand more closely

that supply chain strategy needs to be renewed and refocused in the light of

globalisation and other challenges.

Even the major cost reduction focus of each group shows differences – in the case

of CEOs, cost reduction concentrates on procurement, which may incorporate a

global view of the potential of lowest cost of sourcing. SCLMs on the other hand,

are focused on warehousing and distribution costs, which would be local and more

tactically part of their supply chain solution.

The differences in the objectives of each group are instructive. They reveal perhaps

that the SCLM group understands better than the CEOs how supply chains might

play a role in achieving a holistic competitive advantage for the company, through

integration and increased flexibility and agility in responding to increased and more

varied demand. However, this solution needs the buy in of the CEO in order to make

it work. The awareness shown by the CEO of the same challenges hopefully brings

the importance of the SCLM executive role into sharper focus, and may indicate a

more collaborative approach internally between the CEO and the SCLMs in order

to realise the strategic benefits of a more agile, flexible and responsive supply chain.

This congruence of views is a far cry from the position in previous supplychainforesight
studies: in 2003, for example, the top objectives, apart from the top one of improved

customer service, focused on the improvement of individual supply chain functions.

The challenges, on the other hand, were about the integration of these functions,

and skills. It was clear then that senior executives felt unsure about the capability

of their supply chain staff to provide them with the cost and service advantages the

supply chain should have enabled. The current picture sees the CEO looking to the

SCLMs in the organisation for strategic guidance.

8%8%
of SCLMs view the improvement of
co-operation and collaboration in
the supply chain as a key objective



As far as the upcoming challenges for the supply chain are concerned, we saw how

the focus of the CEOs was on the challenges of meeting the needs of diverse customers

in a fast-changing global business environment, and with an increasingly complex

supply chain as a consequence. The SCLM group also rate complexity and increased

demand highly, but are more focused on what they perceive to be the prime supply

chain challenge – that of more accurate planning and forecasting to meet increased,

and more complex, demand patterns. Of course, planning and forecasting does

become a bigger challenge given the changes in the macro business environment,

but increasing forecasting and planning competence will only result from improved

levels of collaboration, improved visibility and holistic supply chain reform.

Both groups, however, agree on a need for collaboration and integration in order

to meet these challenges presented by increased complexity and volume. Another

area in which they agree is one which has recurred in all of the supplychainforesight
reports so far – the shortage of supply chain skills. Without these skills, the necessary

response to changing market conditions will be very difficult to implement in the
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short-term, and represents something of a crisis for the supply chain in SA over the

next few years.

The SCLM group as a whole seems sober and cautious in their view of progress made

by supply chain reform in response to changing market conditions. Their view of the

alignment between the business strategy and the supply chain strategy is that fully

40% believe it is partly aligned or worse, which compares well with the 37% of the

CEO group. This finding underpins the view that both the CEOs and the SCLM group

know that a fully aligned supply chain strategy will help achieve the companies’

objectives – but that they are not seeing the necessary steps to align it happening

fast enough. The convergence of the viewpoints of both groups does mean, however,

an encouraging boardroom commitment to strategic reform is imminent. With such

executive commitment, it becomes much more possible to put a new business strategy

in place which responds to the challenges faced by the business – one which is

enabled by a more flexible, agile and globally-oriented supply chain strategy.

The indication that CEOs are finally at least seeing that this internal collaboration is

necessary is a signal to supply chain managers to redouble their efforts with a higher

chance of success now that volume and service level pressures are holding their

bosses’ feet, so to speak, to the fire.



Yet, for all the protestations made by the SCLM group in favour of collaborative efforts

and a more flexible and agile supply chain, supply chain service providers are used

largely for cost reduction purposes, as outsourced commodity service providers, mostly

in the areas of warehousing, outbound distribution and forwarding and clearing.
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9%9%
of SCLMs reported that there is no formal
supply chain strategy for their business
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Consultants and 4PL partners remain rare in this DIY environment, although the

picture is more positive than in previous studies. SCLMs still do not generally involve

existing 3PL service providers in strategic process, nor do they incentivise them for

performance that would drive service or cost reduction. They seem in the main to

see 3PL supply chain providers as a means to an end.

On the plus side, consultants are being engaged with on a larger scale. Given that

these providers are often their physical and commercial conduit to their customers

and that their customers are for the first time regarding collaboration as the number

one supply chain challenge, this finding is encouraging. These service providers are

also in a position to offer a much needed pool of crucial supply chain skills to aid

efforts to bring about effective collaboration between suppliers, retailers and customers

in the fast changing environment of increased volume and demand facing most

supply chains.

On the whole executive relationships in the organisation between the supply chain

function and other executives remain isolated from each other, and more focused

on their own function, with, it seems from our findings this year, the possible exception

of the SCLM group. Marketing, Finance and IT executives continue to be unresponsive

to supply chain issues, even though many, particularly in marketing, say they are

instrumental in the formulation of supply chain strategy. Integration of executive

functions internally also remains elusive, as the changes in emphasis for objectives

and challenges between SCLMs and CEOs demonstrate. Externally, collaboration also

remains elusive, since it continues to feature on the agenda as a challenge.
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Given that the greatest challenges emerging from this year’s research centre on the

increased complexity and volume of demand in a steadily more globalised supply

chain, we would think that the SCLM group has an ideal opportunity to begin a

strategic reform process. However, a disconnect remains between them and other

executives, probably more as a result of the lack of understanding of the potential

that supply chain reform holds for competitive advantage than as a result of a lack

of effort on behalf of SCLMs. Perhaps as a result, the means to collaborate and

integrate outside the organisation, with suppliers and customers, is also slow to

materialise. Clearly, given the pressure resulting from increased volumes and complexity

in supply chains, which in turn are putting pressure on service levels, we will begin

to see real reform from the more enlightened leadership teams.

• Revisiting Familiar Issues

Part of our mandate is to track trends, and so there are certain perennial issues

which crop up every year in the research. Rather than simply gloss over these,

we have re-examined them in the light of our deepened knowledge of the

globalisation context, and also the similarities and differences between the views

of CEOs and SCLMs.

• Skills
We have previously remarked that a lack of skills, especially supply chain

skills, remains a top priority for SA supply chains. This is by no means unique

to supply chains. It is a problem for the SA economy at large. But its continued

flagging by all senior executives points to a crisis situation, one exacerbated

by the increased urgency with which companies need to respond to the

threats and opportunities of the globalisation scenario, and the very clear

consequences for not doing so.

19%19%
of respondents admitted to not knowing

their supply chain costs
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• Planning and Forecasting
Planning and forecasting is raised as an issue in a forceful manner again this

year. In all industries, planning and forecasting to meet demand is the central

challenge in supply chain thinking. There remains a constant balancing act

between costs and service levels, and getting the forecast right is the central

input therefore in the minds of supply chain planners. The added emphasis

on planning and forecasting as a challenge this year, however, seems to bear

out our contention that increased volumes and complexity in supply chains,

resulting from increased and more varied demand patterns, are placing

additional strain on supply chain infrastructures.

• Costs
The costs scenario has also been a constant throughout the years of our

research. The picture this year doesn’t change, with 19% of the total

sample confessing to no knowledge of the cost of their company’s supply chain.

More alarmingly, over 40% of the admittedly small sample of financial directors



Cutting costs in one area may lead to an overall increase in costs as knock-

on (or so-called ‘balloon’) effects occur across the supply chain network. In

addition, the cost picture in the supply chain industry globally is changing.

In the US, for example, the CSCMP reports that, in 2005, the increases in

the cost of logistics outstrips the growth rates in the US economy by far –

a result of increased growth in volumes and but more particularly the

complexities of modern and global sourcing strategies. We are now beginning

to see the same picture here, but without similar cost benchmarks to manage

the costs down properly. Companies looking to institute external benchmarks

may be paralysed by inaction – the simplest solution may be to take a

company audit of the as-is situation, and benchmark internally against the

results in a year’s time.

• Collaboration
Collaboration is an interesting finding to recur annually as both an objective

and a challenge. We have found, year on year, a commitment to collaboration

as an objective, but a challenge to implementing it as a source of competitive

advantage for the organisation. The picture may be changing though. The

FMCG and Retail sector was one of our strongest industry responses this

year, and shows a renewed commitment to collaboration by retailers in the

sector. Since retailers hold the power traditionally in the master/servant

dynamic of the retail buyer and the supplier/manufacturer, this recognition
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confessed the same! Again, we need to reiterate that without proper cost

benchmarking, efforts to reduce overall supply chain costs will remain localised

in individual functions, especially if cost cutting efforts are not holistic in nature.
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is what needs to happen. Again, only once there is a recognition at all levels

of the industry that the master/servant dynamic is counter-productive to a

longer-term strategic shift to more flexible and responsive organisations, can

there be a view of the possibilities of collaborating more fully with suppliers

and customers upstream and downstream in the chain.

Overall, the focus this year by both CEOs and general managers and the SCLM

grouping places a new emphasis on the increasingly complexity and volumes being

handled by SA supply chains. All of the perennial findings thus gain a greater degree

of urgency as competitive advantage is put at risk by globalisation and increased

demand.

• The Service Provider’s View
We considered it useful this year to include some separate responses from

supply chain and logistics service providers, both to provide a comparison

between them and the opinions of their customers, who are essentially the

CEO and SCLM groupings which form the bulk of opinion in the report, and

to shed light on the relationship between suppliers/manufacturers and retailers.

The findings are instructive.

Asked about the sharing of detailed demand forecasts, 55% of the Logistics

Service Providers (LSPs) say their client shares the information very seldom or not

at all. However, this figure drops to 44% when it is asked of the SCLM group. 

A similar disconnect occurs when the LSPs were asked how involved they

were in their customer’s long-term strategic planning. Here, 43% of LSPs say

they are occasionally asked to provide input, with that figure dropping to 29%

when asked of the SCLM group. Finally, revenue models and incentives are also

viewed very differently. 57% of the SCLMs say that none of the LSPs revenue

is linked to performance, a figure that drops to 20% when asked of the LSPs.
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This is a case in point of a collaboration or partnership opportunity going begging.

SCLMs are clearly in a master/servant position with most of their LSPs, and see their

role as strictly functional and at arms’ length.

By contrast, 75% of the LSP group feels that it is their role to improve collaboration

between suppliers and customers, and, when asked what can suppliers and customers

do to improve collaboration, point to information sharing, long term contracts and

fair negotiations.

19%19%
of the suggestions offered by LSPs for

suppliers to improve collaboration with
their customers is through the sharing

of information and ideas
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The majority of LSPs, some 61%, believe there to be at best a “fair amount” of

collaboration between suppliers and customers, and 65% believe the balance of

power lies with customers. These estimates of the relationship between suppliers

and their customers, from intermediary service providers that are in a position to

know, provides compelling evidence that collaboration in reality has a long way to

go before it becomes a strategic competitive advantage. LSPs are also in a key position

to be able to broker a collaborative supply chain solution for both sides, something

they clearly feel is also not happening as much as it could.

65%65%
of LSPs believe the balance of power lies

with customers
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• The General Picture
Most of the issues in the general questionnaire are dealt with in the context

of the SCLM and CEO analyses. But there are some subtle differences worth

discussing, which are pointed to here as data drawn form the overall questionnaire

given to the whole respondent sample.

The combined objectives of the respondents don’t differ remarkably from the

those of both the CEOs and SCLMs. Improved service, better collaboration, and

cost reduction all appear once more. So do the redefinition of the supply chain

and the wish to improve flexibility and agility.



The challenges facing supply chains in the coming year throw up some interesting

data, however. Alongside the familiar and even more urgent challenge of planning

and forecasting, creating collaboration opportunities, as well as the increased volume

and complexity issues we have discussed, the challenge to “achieve a common supply

chain vision” ranks highly. Indeed, in the well-represented and influential FMCG /

Retail industry grouping, this was ranked as the greatest challenge facing the retail

industry. In the case of the retail industry sector, achieving a common vision is clearly

more urgent where collaboration is increasingly more central to growth and strategy

planning. The entire respondent group should follow the lead of this industry in their

recognition that without first instituting a common supply chain vision that binds

the different role players together, reform in specific areas such as collaboration,

planning and forecasting and coping with increased volumes and complexity, will

be hampered.

The difficulty with achieving such a common vision shared by supply chain partners

boils down to the historical origins of their relationship, which is often adversarial.

In the FMCG and Retail industry there is a long history of a master/servant relationship

between buyers and manufacturers, with power residing with the buyers. One

definition of insanity is doing the same thing over and over and expecting different

results – to achieve a genuine common vision the nature of that relationship has

to change.
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12%12%
of respondents indicated that their

planning and forecasting ability is their
greatest challenge to meeting their

supply chain objectives
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In terms of the overall picture regarding the sharing of information upstream with

suppliers and downstream with customers, there is still a tepid commitment at best

to the goal of real collaboration. If 65% of the whole group, for example, are sharing

demand forecasts with suppliers most or all of the time, we would not expect

collaboration to be such an ongoing challenge. More likely is a scenario where purchase

orders issued to suppliers or annual price and supply agreements are being equated

to demand forecasts. Improvement in visibility and agility in the supply chain comes

from real time sharing of demand and inventory levels and a realisation that the real

competitive advantage comes from owning the most competitive supply chain.
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The collaboration picture with customers is even less rosy than this, with over 55%

of the total privy to customer information “not often” or “never”.

All in all, the total picture shows a shift to a strategic realisation of the consequences

of inaction, and to the realisation that fundamental change is required – especially

as regards collaboration with both customers and suppliers. But so far, signs of

reform, whilst present, are few and far between. In human terms the situation is

akin to a person knowing they have a potentially fatal illness, but doing nothing

about it, because they don’t like the taste of the medicine.

Conclusion – Welcome to the World

Perhaps the most significant finding in this year’s research is the acknowledgement

by both CEOs and SCLMs that the volumes and complexity of their supply chains are

increasing. As discussed, the pressures on SA supply chains are two-fold:

• Local economic growth and demand – most industries would not have

predicted, despite buoyant business confidence, the sustained economic

growth SA has experienced over the last few years. Demand in most industries

has soared, placing supply chains under increasing pressure to deliver. The

construction industry boom, fuelled by the 2010 World Cup, is already having

numerous spin-offs, and most industry sectors are implicated in the huge

growth in domestic demand – from resource industries like mining and

construction, to service industries like tourism and the consumer retail sector.

The supply chain pressures of the increased demand picture are compounded

by the ageing and unbalanced supply chain infrastructures in SA, from roads

to rail and ports, which need to be improved as a matter of urgency if we

are to be competitive as a country. In the meantime supply chain management

solutions must be sought which provide the cost and service benefits of

agility, responsiveness and flexibility which more collaborative supply chains

can provide.

• Globalisation – SA has emerged from international isolation and taken

fledgling steps into the international community over the last fifteen years

just at the point at which globalisation in the rest of the world has really

begun to take off. Emerging markets have begun to raise their profiles and

to find markets and niches within which they can compete with the developed

world. This puts additional pressure on SA supply chains to enable competitive

advantage quickly, before opportunity is lost.

16%16%
of SCLMs reported that they never
receive detailed demand forecasts

from their customers
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This needs to be done before external events compel SA companies to change, either

in response to cheaper goods being supplied to the same markets, or more agile

and responsive supply chains pulling the rug out from under us.

These pressures make it incumbent on our supply chains to respond quickly and

innovatively. Growth in global demand is not a phenomenon unique to SA supply

chains, and we risk being left behind in the global economy if we cannot find a way

to carve ourselves competitive advantages using our supply chains to enable them.

The commitment, or at least the realisation, by both CEOs and SCLMs, that the

supply chain response needs to start with a renewed and common vision between

suppliers and customers is a good beginning. Collaboration has to go quickly from

being a challenge to being a reality if we are to compete more effectively. Starting

at the top, with the CEO’s commitment to a new supply chain vision, means that

the organisation can make the necessary strategic shifts instead of reacting to the

immediate pressures of increased volumes and complexities in a rapidly globalising

supply chain world. Supply chain managers have long been asking the question,

“How do we get our CEOs and the rest of the executive to realise that holistic reform

is necessary?” Well, the time to do so is now. The compelling event of poorer and

poorer service caused by creaking old supply chains that are inadequate to today’s

global business pressures provides the perfect reason for comprehensive and compelling

change. The time is now. The evidence is before us.

95%95%
of CEOs reported being moderately or

greatly affected by globalisation
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