=% Barloworld _ 2_016
Logistics supplychainforesight

Th i

' ROW’S CHANGE TODAY






Welcome to the 2016
supplychainforesight report

In the late eighties and early nineties we saw the
emergence of the “one world” economy coinciding
with the development of the internet and an era

of technology and innovation. The result? Radical
change. The change created quantum leaps in global
trade and affected national and regional economics,
politics, business practices and skill sets. The new era
simultaneously empowered the world’s customers
and consumers. With it, the role of supply chains
and logistics came to the fore as a means to create
competitive advantage and sustainable business
models to satisfy the needs of extended markets.

IN OUR 13TH ANNUAL
SUPPLYCHAINFORESIGHT
PROGRAMME we review the
journey of change and
adaptation South African
businesses undertook to see
how they fared and analyse

the learnings they garnered
along the way. As we move

into a period of higher market
disruption and greater economic
and political uncertainty in
South Africa, the ability of an
organisation to sustain market
position through its traditional
business model and strategy
has become increasingly
challenging. Indeed, adaptation
is now critical for survival.
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STEVE FORD
Chief Executive Officer
Barloworld Logistics

As leaders, we are called upon
to develop higher levels of
awareness, better understanding
and a clearer vision of a future

in which we can create a
sustainable competitive position.
It is with this in mind that we
focused this year’s research,
Navigating Smart - Drive
tomorrow’s change today - on
how South African companies
adapted to changing conditions
and on how they are gearing up
for an uncertain future.

Since the inception of the
supplychainforesight programme,
we have addressed many
themes - from organisational
innovation, customer centricity
and change management to
African expansion strategies.
Whatever our thematic focus,
we have sought to draw out
thought leadership and best
practices within the functions
of the companies and industries
we review.

The rising importance of logistics
and supply chain management in
achieving business success has

been evident in our findings over

the last decade. Supply chain
management relates to almost
any business activity and has,
in effect, been a key element
in overall business strategy. It
entails the management and
optimisation of resources and
business processes to meet
specific business objectives e.g.
customer satisfaction, greater
efficiency, reduced risks, etc.

Logistics and supply chain
management strategies and
functions are increasingly being
embraced in services industries
as they begin to recognise the
extent of their supply chains and
the related logistical processes
involved in managing business
systems, outsourced partners
and the increased flow of
information (as well as money
between all parties).

As a service provider for many of
South Africa’s leading industrial
and commercial enterprises,

we too are taking stock of the
shifts taking place in our industry
and in the needs of the markets
we serve. We have continually
evolved the supplychainforesight

programme over the years to
identify key issues and trends

to help guide the way forward.
In the near future we propose

to take supplychainforesight
into a new area to develop and
create the practical and tangible
services and facilities necessary
to support the findings of our
surveys. In due course we look
forward to introducing you to
these initiatives - the first of
which is our analysis of the skills
issue which we commenced by
surveying the perceptions of over
600 university students.

| would like to extend our thanks
to all those who took the time to
share their views and opinions
with the supplychainforesight
team. We trust you will gain full
value from the findings of this
year’s report.
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It is evident from the findings
of the survey that South African
companies have adapted and

embraced change as a horm over !
the past decade. By international -ﬂ-
and global standards, South Africa !

continues to boast many examples
of organisations with high quality
service delivery ensuring those
companies remain globally
relevant and competitive with

The ability to remain competitive Whilst respondents have

SUSta | nable World'CIass Su pply and sustainable through adoption emerged better equipped from
= = = of effective and efficient the learnings of their past, they

Cha In and Iog IStICS processes' strategies and tactics has gained express concern about the
support at executive and general current factors which remain
management levels. outside of their
Most, if not all of the Business influence such as
themes of previous management focus  world economics and
supplychainforesight with customer localised political and
surveys have been centricity arguably  social uncertainties.
internalised to a fair being one of the This has resulted in
degree and now most relevant. more of a short term
form part of business focus of sustainability
management focus - with and a less optimistic view on
customer centricity arguably driving forward-looking strategies.

being one of the most relevant.



Without doubt, change has been
essential to remain relevant

and sustainable in today’s
world. However, the majority

of respondents believe they
would have handled change and
the adoption of new strategies
differently as the performance
of their businesses did not meet
all expectations. This possibly
indicates the adverse effects

of external factors, unforeseen
events, weak strategies or lower
than required management
effort, to ensure success.

Respondents indicated current
key focus areas for their
businesses are: managing rising
operating costs, pursuing their
customer related strategies

and addressing ongoing
technological developments.
Operating costs are still seen as
one of the biggest constraints of
a business, which remains in line
with previous surveys. However,

INTRODUCTION

it is perhaps more prudent to
understand the relationship of
costs relative to the value they
derive. There are many examples
of increased costs generating
higher returns and greater value.

The true determination of the
sources of profit and / or
profit erosion within a business
is clearly a growing need,
coupled with the ability to use
technology effectively to
convert data and information
into actionable intelligence.

Looking ahead, the constraints
of localised economic and
political issues rank highly and
seem to be a determinant of
the respondents’ visions for
the future. This, combined
with global economic issues,
paints a perfect storm for South
Africa and potentially a limited
prospective outlook. The key
opportunity expressed by

respondents is to seek growth
opportunities outside of the
country, particularly in regional
and neighbouring territories.

As previously identified, the
shortage of skills remains a major
constraint. An understanding
of the elements required to
develop relevant skills should
guide education and training
accordingly. Interestingly, there
is an increase of responses
from service-based industries
indicating a shift which is
occurring globally.

In the developing world, where
unemployment is excessively
high and education and skills

are inadequate, the future trend
is alarming. Work is moving

away from heavy or manual
labour - a shift spurred by new
technologies and robotic process
developments. Job opportunities
for the less skilled and poorly

supplychainforesight 2016

educated will continue to be at
risk as business activity is forced
to adopt such new capabilities
in order to remain competitive
with technology and automation.
Similarly, the growth of the
service industry will drive the
need for a higher skilled and
higher educated workforce. This
reality requires a review of job
creation strategies designed to
meet the needs of the future -
not the past and present.

The report shows great strides
have been taken to bring South
African companies to accept
and embrace the changing
world, changing markets and
changing technologies.
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But change for the sake of
change is unjustifiable if it is not
well-researched, understood,
designed and implemented to
achieve specific and identified
objectives and targets. There
are minefields of changes to
consider and it is the companies
which navigate these effectively,
carefully selecting and managing
the opportunities, which will
create real value going forward.

It is for this reason we titled the
2016 survey “Navigating Smart -
Drive tomorrow’s change today.”

INTRODUCTION

South Africa is withessing a
drive towards entrepreneurship
and self-employment - yet
there is a clear need to develop
entrepreneurial, economic and
management skills to ensure
success and sustainability in
this new era.

Page 9
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Drive tomorrow’s change today

This year’s survey endeavoured to assess past performance
of South African businesses as experienced by our
respondents, and to understand where they stand currently.
Then, to explore the strategies they are implementing for

navigating effectively into a future full of unknown elements.

N
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NAVIGATING SMART

Survey methodology and
respondent profiles

Part of the supplychainforesight
programme includes a formal
web-based survey to garner the
independent views and opinions
of South African business leaders
and supply chain professionals.
Barloworld Logistics contracts
Frost & Sullivan, an international
growth consultancy company,
to conduct this part of the
programme on its behalf.

Over half the number of
respondents to this year’s survey
hold senior level executive or
managerial positions with a
slight increase in responses
received from CEOs. There

was good representation from
different job functions, providing
a more holistic view of business
strategies and supply chains in
South African companies.

supplychainforesight 2016

This also indicates the awareness,
relevance and importance of
supply chains in business today.

It was interesting to note again
this year some new job titles

and descriptions being listed

in the “Other” category. This is
indicative of the changes taking
place in roles, responsibilities and
traditional business structures. It
also reflects the rise in responses
from small, medium and micro
enterprises (SMMEs).
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CHART 1

Respondent profile
by industry

A wide range of industries are
represented by respondents

in this year’s programme,
demonstrating the growing focus
on supply chains in all sectors.

Respondent profile
by job function

NAVIGATING SMART

.........

: CEO/MD

: Logistics
. Manager

Other
Management

i Supply Chain
. Director / Executive

i General
. Manager

i Operations Director /
. Executive

i Marketing /
. Sales Director

.

.........

Page 13

Business

Analyst

Business
Development
Manager

Research & Development
Manager

Finance Director

Sourcing /
Procurement Manager

IT Director / CIO

Other



Page 14

CHART 2

The profile of respondent industry
sectors is beginning to reflect
new areas of economic activity in
line with the changing face of the
business world, and the needs of
the market for products, services,
technologies and facilities. With
entrepreneurial developments
and niche start-up businesses, this
profile of large and small industry
sectors will reflect a broader base
of business activities. It will also
begin to reflect the growing
influence of service-related ventures.

It is of interest to note the trends
in a country such as China
where there have been dramatic
shifts from labour intensive

NAVIGATING SMART

Respondent profile by industry

10% 9%
* O

19% 2% 8%

Sop'.

o ICT Automotive Building,
Logistics & Construction &
Transportation Engineering
6% . 7% 7% @ 8% .
Public Sector Retail FMCG Oil & Gas,
Chemicals
6% 4% 4% 3%
vale L4 o) ©
Professional Agribusiness Pharmaceutical Mining
Services & Healthcare
1% 1% 2% 2%
° @) [ ) {8
Banking & Waste Paper & Financial Services &
Finance Management / Packaging Real Estate
Environmental
@ 3% Services
Other

—>

supplychainforesight 2016

-

industrial activities towards a
growing service industry sector
- accelerated by entrepreneurial
developments and innovative
technologies. This trend will
continue as the workforce
becomes better educated,
better skilled and more affluent.
The ramifications are already
being felt in the global economy.

N
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Respondent profile
by company size

The size and split of companies
represented provides a broad
view of business in South Africa.

Large companies turning over in
excess of R1 billion a year made
up 48% of the sample, with the
remaining 52% of the sample
coming from respondents in
SMMEs. The slight increase in
responses from the small to
medium sized organisations
aligns with the trend of growth
in service companies.

NAVIGATING SMART

Respondent profile
by company size
(annual turnover)

R250m -
R499m

R500m -
R749m

R750m -
R999m

CHART 3

R50m -
R99m

R100m -
R249m

]
<

R1bn -
R4.99bn

< R50m

R5bn or
more

Page 15
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How has your business performed
over the past five years?

In this section, we sought to understand the challenges, responses
and results of South African companies’ journeys over the last five
years. We sought to uncover the degree to which companies had
engaged in new approaches and embraced more innovative strategies
to mitigate the challenges of the changing operating environment.
We explored if and how they adapted to the changing tide of trends.
We asked what worked well, what didn’t, and what they would have
done differently. Most importantly, did they succeed in achieving

their business objectives?
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Achievement of
strategic objectives

Market share /
competitive position

Revenue growth

Profitability

CHART 4

Business performance
evaluation over recent years

REFLECTION

Business performance
over recent years

Respondents ranked their
business results and performance
in recent years as being mediocre,
with over 50% ranking all
categories of performance as
being moderate. Only 40% rated
their performance as strong in
achieving their strategic objectives
and competitive position. This
appears to reflect the resultant
low level of achievement in
revenue and bottom line growth,
with only 34% of respondents
ranking their profitability target
performance as strong.

The relationship between revenue,
costs and profitability to create
value is an area which should be
reviewed in the context of each
company’s strategy to ensure the
right measurements are in place
to achieve real growth.

supplychainforesight 2016
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Whilst respondents in general
believe they achieved their
strategic goals, in many instances
this does not appear to have
been converted into enhanced
market share or improved
revenue or profit objectives.

The factors that influence
this may well be out of their
direct control - these being
global economics, the South
African economy and political
uncertainty. It also may relate
to a question of how well the
strategies were researched,
designed and implemented.

REFLECTION

Notably, South Africa’s
investment in research and
development has dropped
materially in recent years.

This is concerning in a world

of constant change and
competitive markets whereby
research and development are
key requirements for business
success. The question is therefore
raised as to how this is measured
in today’s business and industrial
world, where innovation and
development is more of a
company-wide approach rather
than a departmental one.

“Only 40% of projects
ever achieve their goal”

IBM 2015

It is also an issue of how strategic
objectives are determined in an
organisation, and whether goals
are adequately developed with
and supported by employees.
The involvement of people at all
levels within an organisation and
the recognition of the role they
can and should play is placing
increasing pressure on company
leadership. Today, leaders are
being called to embrace a more
inclusive and participative role
for employees to harness the
potential of the entire organisation.

Page 19



Page 20

Overall business
assessment

When assessing how their
companies have adapted over
the last five years, 66% of
respondents said their companies
needed to adapt significantly to
changing conditions. The fact
that only 51% of respondents
agree the changes made were
very effective and the other

half feel they haven’t achieved

all the value they could have,
highlights the issue that managing
change is challenging. Perhaps
their responses to change were
more reactive than proactive,

or alternatively, not adequately
researched, planned and
implemented?

This response relates directly

to the insights and feedback
from respondents to last

year’s supplychainforesight
programme, “Embracing change
for a sustainable future”. Only
22% of respondents rated their
companies as approaching

REFLECTION

supplychainforesight 2016

change strategically, with the
majority reporting an adaptive
and responsive approach to
change. Respondents also
indicated their companies did
not have formal processes for
identifying and interpreting
trends and managing change
across the organisation.

The feedback received this

year further indicates some of
the changes made were not
beneficial, which is perhaps why
respondents say they would
have done things differently. This
underscores that opportunities
arising as “nice to have” or “need
to have” and “change for the sake
of change” should be avoided.
Risk assessment is a key element
of change management.

Identifying and managing change
was ranked by 89% of last year’s
survey respondents as their top
business objective, followed
closely by 87% of respondents

ranking increasing the flexibility,
agility and responsiveness of
their businesses as their second
objective. Having the ability to
change and adapt quickly though
was ranked as their top business
constraint, clearly indicating

that implementing change is not
easy and requires specific focus
and skills.

Some changes entail real
innovation and some are merely
responsive: both have elements
of risk. It is evident that
cultivating the ability to identify,
implement and manage change
effectively continues to be an
essential ingredient and skill set
for future success.

As seen from the assessment

of the past and of current status,
companies are endeavouring

to be more agile, flexible and
responsive - but this remains an
ongoing challenge and key focus
area for the future.
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CHART 5

Our company needed to adapt
significantly to changing conditions

The changes we have implemented
have been very effective in improving
our position

If we could turn back the clock,
there are many things we would
do differently

Agree .
Partially agree .

Disagree




business, someone once made
a courageous decision.”

\ Peter Drucker

[ “Whenever you see a successful \

/
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CHART 6

No 28%

@

Partially

Yes

TOTAL

Logistics &
Transportation
Automotive
ICT

Retail
Professional
Services
Public Sector
FMCG
Healthcare
Chemicals,
QOil & Gas
Mining
Agribusiness
Construction
& Engineering

Pharmaceuticals &



Page 24

Competitive advantage

Most respondents feel the
changes made in their businesses
have enabled them to attain a
stronger market positioning.
Gaining a competitive advantage
should invariably have a positive
impact on market share and
profit margins, and whilst this
chart reflects a highly positive
response, it is countered
elsewhere in the report by lower
than expected performances.

\_

CHART 7

REFLECTION

Competitive advantage gained

Partially
o

No / not yet
o

supplychainforesight 2016
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Adaptation to changes
in business environment

In order to understand how
companies have adapted and if
they have done so effectively,
respondents were asked to rank
their company’s performance
against specific factors.

CHART 8

REFLECTION

At first glance, it would seem
companies fared quite well,
however when comparing the
response to these specific
elements against the respondents
view of their company’s general
performance, it is evident there
are many areas still needing to be
addressed or improved.

3

Rising operating costs
Customer factors

Technological factors

Supplier factors

Government / regulatory factors
Labour related factors

Domestic economic factors
Weakening Rand

Global economic factors

Skills shortages

Rising operating costs was ranked
by 63% of the respondents as
being managed effectively.

Rising costs are a fact of life,
managing costs is a key factor

of any business and certain cost
elements fall out of a company’s
span of control and affect all
businesses equally e.g. interest

rates, fuel costs, taxes, exchange
rates. It is the ability to adapt

and best manage this given

set of circumstances that can
contribute to a company retaining
a competitive advantage.

13%

(129
Effective No specific Ineffective
response response response

Effectiveness of adaptation to changes in
business environment over recent years

Page 25



Page 26

In the current economic and
political climate, the issue of
retaining and sustaining financial
returns seems to have taken
priority over other strategies,
perhaps due to the lack of

clear understanding of where
the future lies. The risk herein

is a short term focus with the
potential of losing a competitive
position by being leap frogged
by other businesses either locally
or internationally.

Cost cutting exercises have in

the past been a management
tool applied in difficult times, but
often without due regard to the
value being gained or lost by such
actions. Cost control invariably is
not a simplistic solution, as every
cost incurred by definition should
create value. Knowing where
value is being eroded or where
values are at unacceptable levels
is vital to managing costs.

REFLECTION

Due to high indirect cost burdens
such as overheads and shared
services, the standard accounting
practices and financial reports do
not currently allow companies to
determine where true sources of
profit or profit erosion is taking
place within their organisation.
Whilst data and information is
now prolific, it is the conversion
and analysis of this into tangible
and actionable intelligence that is
a major thrust and focus of many
organisations. Understanding
profit and loss at transactional
level is a goal being sought
globally - and will uncover where
costs create or destroy value.

Other factors ranking high in
terms of changes that have

been addressed effectively

by respondents were related

to customers, technology and
suppliers. The importance of
these business activities has
been confirmed over the last
few years as businesses address
market trends in rising consumer
power and ongoing technological
advancements. Impacts of these
elements are driving companies

to re-look their business
models and supply chains as
areas of opportunity.

It is disheartening to see the
skills shortage rated as the most
ineffectively addressed factor by
respondents. Since its inception
in 2003, the supplychainforesight
programme has highlighted

the skills challenges facing the
industry as well as the country

at large. This is not isolated to
South Africa however, it is a topic
that has been discussed and
debated consistently for many
years without any noticeable
progress. The impact thereof is
possibly reflected in the

growing levels of frustration

seen in our youth.

supplychainforesight 2016
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“Sometimes the questions
are complicated and

N the answers are simple.”

Dr. Seuss
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For this reason, we undertook
to understand the views and
opinions of students with
regards to the education they
are receiving. The findings of
this survey will be published
separately and we trust will
facilitate the creation of
actionable solutions incorporating
a specialised need for
entrepreneurial training.

“To be skilled means to have
the ability to do something
well”. - “To have a competency
and capability”. (Oxford
Dictionary). The skill shortages
referred to in all the recent
supplychainforesight surveys
not only appear to relate to the

REFLECTION

vocational skills of the workforce
and lower level management, but
also at leadership levels - in the
ability to lead, communicate and
effect and manage change.

Whilst the lack of skills has its
founding in a mismatch between
education and training on the
one hand and the needs of
commerce and industry on the
other, there have been numerous
engagements with the public
sector and many excellent
initiatives in the private sector.
Yet we don’t seem to be gaining
traction in developing the
appropriate skills for the future
success of our people, industries
and country.

IRITRIR

supplychainforesight 2016
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“When you’re finished
changing, you’re finished.”

Benjamin Franklin

REFLECTION

Assessment of strategies

When asked to assess the
performance of various
strategies their companies have
adopted over recent years,

the majority of respondents
indicated they would change
or adapt the way they

implemented each strategy
listed. This clearly indicates a
mismatch between expectation
and the results actually achieved.
This chart reflects a sharp
contrast to Business Performance
ratings given in Chart 4 and
supports the view that it is

not always easy to achieve
objectives and strategies without
the continuous need for re-
evaluation and adaptation. Each
strategy needs to be effectively
planned and managed to reach
its objective.

Page 29




Page 30

REFLECTION supplychainforesight 2016

.

The outlier in the responses was 41% of respondents saying the
manufacturing process was not applicable to their business - again
highlighting the growth of the service industry and a degree of
outsourcing of such manufacturing functions.

@)
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CHART 9

R & D strategy

Supply chain strategy 17% 51% 26% 6%

Alliances / collaboration [ 7% so%s . 2% | sx}N
Market channel strategy [ 6% 0 46% L % NN
Useoftechnology B % 2% L 4% 208
Dataanalytcs K 6% 5% 2% 7%NE
Businessmodel K e 0 s% . 2a% 308
Product / service strategy | 5% 5% . 20% 3%
Customerstrategy | |K %  ss% . | =% 20
Market inteligence | w0 a6% L sze% <«
stafftraning& K 4% a7% . 3% 0.

development strategy

B Would not change a thing

B Would change something

[ would change a lot
B Not applicable

REFLECTION

Assessment of strategies adopted
over recent years

Page 31
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“What good is an idea if
it remains an idea? Try.

Evaluation of the
effectiveness of
innovation implemented
in recent years

Respondents’ views on the
effectiveness of innovation
implemented within their own
businesses mirrors their views on
the success of their strategies and
adaptations to change: innovation
seems to have occurred across
most areas of the business,

but with a moderate degree of
success in general.

REFLECTION

Whilst a large percentage of
respondents are not involved

in manufacturing, it is apparent
from the survey that even with
the advent of technology, and

in particular robotics, it would
seem that little innovation is
taking place in the manufacturing
processes - or seen as an area of
focus. In the early days of Supply
Chain Management, it was in
manufacturing that significant
changes were made. As a major
cost component in any product,
manufacturing systems, processes

Experiment. Iterate. Fail.
Try again. Change the world.”

Simon Sinek

and methodologies are potentially
key areas for optimisation.

We endeavoured to identify from
the responses a sense of value
and importance of the adoption
of innovation and development
in an organisation - and the
realisation of real impact and
benefits derived.

The following chart gives a
graphic view of where innovation
has been of importance and what
value was achieved. Ideally, all
the factors identified need to

Sy

5%
=

supplychainforesight 2016

be moving towards the upper
right quadrant. There seems to

be a long way to go to achieve
effectiveness in what respondents
identified as important in innovation.

These results may be affected

by respondents’ interpretation

or perception of innovation as
against concepts of continuous
improvement, creativity and
entrepreneurship - all of which
are directly motivated by people -
driven initiatives.
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Highly effective innovation

35%

30%

25%

20%

REFLECTION

Rarely implemented & effective innovation

Widely implemented &
effective innovation

ﬁs@e

(5 10}
(6]
. . o . Widely implemented &
Rarely implemented & ineffective innovation ineffective innovation
60% 65% 70% 75% 80% 85% 90%

Implementation of innovation
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Product / service
Business strategy
Marketing & sales
techniques

(1

(2

o

@ Improvement of
environmental footprint

9 Manufacturing process

(6

(7

0

(9]

10}

Market channel

Supply chain
Business model
Business process
Business analytics /
data management

CHART 10 Value derived from innovation and development
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Product / service 28% 50% 9% | 13%
Business strategy 27% 52% 10% | 11%

Business model 23% 48% 16% 13%
Business process 22% 50% 13% 15%
Marketing & sales techniques 22% 43% 18% 17%
Supply chain 21% 47% 12% 20%
Business analytics / data management 20% 47% 16% 17%
Market channel 19% 45% 16% 20%
Improvement of environmental footprint 18% 33% 17% 32%
Manufacturing process 15% 34% 14% 37%
- Innovation highly effective . Innovation moderately effective

. Innovation not effective - Little or no innovation

CHART 1N Focus on areas of development and innovation

supplychainforesight 2016

Effectiveness of
strategic decisions

What is a strategic decision?
One that is based upon a key
element or elements of a business
where the impact of that
decision can have a material
impact upon the success and
long-term sustainability of

the business.

The effectiveness of various
strategic decisions taken to

date is best reflected in the
following chart and highlights

the link between the adoption

of strategies and the perceived
value or success. The chart details
several key decision areas within
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the business environment and
shows the results of strategic
decision-making to have been
satisfactory or highly effective
up to 50% of the time, with the
balance of respondents reflecting
partially effective or ineffective
decisions. This suggests most
strategic decisions were not
necessarily based on the premise
of and reliance on innovation,
although they were probably
influenced by it.

It is likely individual respondents
would have focused strategic
decisions on a few key areas
requiring attention where
those individual performances
could reflect a higher level of
effectiveness. As can be seen
in each of these listed key
areas, there are some where
they believed the need for new
strategies and changes were
not applicable.

REFLECTION
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Cost management
Customer service improvement
Supplier management 44% 42% 7% NI%
Technology innovation 43% 43% 7% BI%
Business model development 42% 46% 4% 8%
Supply chain strategy
New product development 42% 30% 8% 20%

Skills development 42% 42% 10% 6%
Improved collaboration / allegiances [T} 44% 7% 19%
Improved change processes 38% 43% 9% 10%
New geographic markets 36% 39% 10% 15%
Improved channel strategies
Merger / acquisition activity 26% 17% 10% 47%

Environmental optimisation 26% 40% 10% 24%

. Highly effective . Partially effective . Ineffective . Not applicable

CHART 12 Ranking of strategic decisions



With cost management ranking highly in terms of effectiveness, the
important question is to what extent did that raise or sustain existing
profit levels, open new markets or increase market share, as that must
be the justifying factor in cost control.

For each respondent, such a
chart will reflect priorities and
performance - and guide future
strategic decisions to optimise
the achievement of goals and
targets. Whilst it is commonly
stated that only some 40% of
strategic changes and decisions

actually achieve their objectives,
it is in the other 60% that
businesses need to ensure a high
level of success which involves
detailed analysis, plans and the
implementation of processes.

Great success in one strategy
may affect or influence the

performance of other strategies.
It is vital to have an overriding
goal and objective which

takes into account each of the

individual strategies taking place.

This ensures effective alignment
and balance with a common
goal and achievement of the
principal objective.
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Effectiveness of the strategy

50% 55% i

CHART 13

35% 40% 45%

30%

REFLECTION

Rarely adopted & effective strategy

Rarely adopted & ineffective strategy

2]

o
—
—

8]
o
10

Widely adopted &
effective strategy

Widely adopted &
ineffective strategy

50% 55% 60% 65% 70% 75% 80%

Strategy adoption

Adoption and effectiveness of strategic decisions

85%

90% 95% 100%
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Merger / aquisition activity
New product development

Cost management

Customer service improvement
Supplier management

Supply chain strategy
Technology innovation

New geographic markets
Improved channel strategies
Environmental optimisation

600 00000 00

Improved collaboration /
allegiances

Business model

Skills development
Improved change processes
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CHART 14

Overall assessment of strategies
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Squirrel
Positive, progressing
but searching

Overall assessment
of strategies

The report has endeavoured

to graphically reflect the

mood and self-assessment of
the respondents to current
circumstances and challenges,
as well as their ability to

seize opportunities by the
identification, development and
implementation of workable
strategies. The high percentage
supporting a “Fox” like approach
perhaps reflects a positive
approach and effectively shows

A nation of foxes and squirrels

the general optimistic nature

of South African businesses.
However, the previous charts
indicate a varied level of success
in meeting anticipated results
from new strategies.

The 47% who identified
themselves more closely with
the Squirrel were the majority of
respondents, and they reflect a
more conservative yet positive
approach - forward-thinking and
responsive, always saving for
the rainy day by seeking ways

to secure and build their future.
Perhaps more solid and less

Fox
Dynamic, determined
and creative

entrepreneurial than the Fox, they
are hesitant to invest in various
strategies, preferring to ‘squirrel
away’ for better times.

The Rabbits (9% of respondents)
and the Ostriches (2% of
respondents) either do not see
the necessity for new or various
strategies, or if they do, may fail
to respond to or embrace them.
They feel helpless with little ability
to influence their own outcomes.
Those who identified themselves
closer to Rabbits may see the
problems or opportunity - but
lack the wherewithal to react and

d W

Rabbit Ostrich
Frozen in the Head in the sand:
headlights: Ignores the problem

Sees the problem,
but has no solution

implement solutions. Yet they
may also be organisations that
are recognising there are some
things over which they have little
or no control (political, currency,
economic climate, etc.) - and
succumb to stress by allowing
circumstances to overpower them.

Ostriches and Rabbits may
appear in various pockets of
commerce and industry, and
perhaps their strategy is to keep
their head down and be followers
- rather than leaders.
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“My dear, here we must run as fast as
we can, just to stay in place. And if
you wish to go anywhere you must run
twice as fast as that.”

Lewis Carroll, Alice in Wonderland
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What shifts have taken place
in South Africa’s supply chains?

The supplychainforesight programme has tracked the level of
awareness and growth of supply chains in South African businesses
over the last 13 years. from the feedback of respondents

From the senior level of respondents to the wide spread of industries
represented, supply chains have grown in importance and relevance
and are being integrated into all business functions.

Alignment of the supply chain to the business strategy, customer

integration, supply chain collaboration, sourcing and supplier

integration are all elements of the supply chain that have created
—— the most positive impact on businesses in South Africa to date.
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Impact of supply chain
factors on business
performance

There appears to be a high
adoption rate for both supply
chain technology and supply
chain and logistics skills
development; however, the full
impact or value thereof is not
yet being realised. Even though
supply chain outsourcing is
shown to have a positive impact
for companies, the adoption
rate seems to be low. This is
interesting to note and is in
contrast to general shifts seen
in the market both locally and
internationally. Outsourcing also
appears to be off the radar for
future strategies, which raises
the question of whether the true
nature and value of the concept
of outsourcing is understood?

The perceptions seem to be
based primarily on the ability

SUPPLY CHAIN MANAGEMENT

to control functions better if run
internally as part of the company.
If, however, there is a specialised
external organisation which

can perform certain functions
more effectively, efficiently

or faster, consideration needs

to be given to outsourcing such
functions through strategic
relationships. Like the outsourcing
of manufacturing or IT management,
outsourcing of logistics
management and logistical
activities can - and often are -
essential components of gaining
access to specialised skills and
creating and sustaining market
share and a competitive edge.

The lowest scoring supply

chain elements rated by
respondents were inbound
materials management and
environmental optimisation.

As previously covered in earlier
surveys, environmental issues
are raised as a priority regularly,

yet adoption remains limited

in practical application except
where financially justified or
where other direct benefits can
flow. We believe this will
continue to evolve as new
methodologies and benefits
are identified - or necessity
influences decision-making.

It is interesting to note inbound
global materials management
was such a low rated supply
chain issue when, in relation to
the level of costs and complexity
involved, it can have a significant
impact on the supply chain

and business performance. It is
those companies that effectively
manage inbound flows that

gain financial and service

level improvement to enhance
competitive advantage.

Costs related to logistical
activities on imported goods
may vary but are often hidden
in Free-on-Board (FOB) or

supplychainforesight 2016

Cost Insurance and Freight (CIF)
quotations, and can be as high
as 10% or more of the value of
goods purchased and therefore
justifies effective management.
Inland transport, packing,
insurance, freight costs, customs
duties etc. all contribute to a
major cost element in the final
delivered product.
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Positive impact

>' CHART 15

45% 50% 55% 60% 65%

40%

SUPPLY CHAIN MANAGEMENT

Low adoption & positive impact High adoption &
positive impact
° e
(4]
(3] (8]
¢ o
(2]
— —
®
(11)
(9]
©
High adoption &,
Low adoption & ineffective impact ineffective impact
70% 72% 74% 76% 78% 80% 82% 84% 86% 88%

Rate of adoption

90%
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Outbound distribution
Supply chain outsourcing
strategy

Inventory management strategy
Customer integration
Alignment of supply chain
strategy with business strategy
Sourcing strategy

Supply chain collaboration
strategy

Supplier integration

Inbound materials management
Environmental optimisation

60 © 00 660 00

m Supply chain technology
@ Supply chain & logistics skills
development

Assessment of impact of supply chain elements

on business performance over recent years
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Review of elements
impacting the
supply chain

Respondents to this year’s

survey show the strong focus on

a diverse range of supply chain
factors is delivering significant
value to their companies.
Universally, the alignment of the
supply chain strategy with the
business strategy has become
more critical and is delivering very
positive results for South African
businesses. The integration of
customers into the supply chain

is recognised as an approach
which delivers improved customer
centricity, enabling improved
performance and satisfaction
levels. The strong focus on
collaborative strategies is
widespread and most likely

SUPPLY CHAIN MANAGEMENT

adopted to minimise cost
and reap the benefits of
smart partnerships.

In looking at the charts, there
are some interesting revelations
with outbound distribution and
outsourcing seen as being of
potential high impact but low
on adoption.

Similarly, inbound materials
management has possibly a
higher level of potential impact
than is shown on this chart and
is also low in terms of adoption.

In evaluating the overall impact
of supply chain related issues,
there is a high degree of
acceptance in nearly all the
areas, tabled as either being

a positive or moderate impact
on their business.

supplychainforesight 2016
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>' CHART 16

SUPPLY CHAIN MANAGEMENT

Supply chain factors and
business performance

Page 45

Alignment of supply chain with business strategy
Customer integration 51% 32% 3% 14%
Supply chain collaboration strategy 49% 35% 3% 13%
Sourcing strategy 49% 33% (34 12%
Supplier integration 48% 34% 4% 14%
Market intelligence
Inventory management strategy 47% 29% 6%
Supply chain & logistics skills development 46% 35% 6% 13%

Outbound distribution 46% 26% 4% 24%
Supply chain technology 43% 36 % 4% 17%

Supply chain outsourcing strategy 42% 30% 4% 24%
Inbound materials management 34% 36% 6% 24%
Environmental optimisation 32% 41% 4% 23%
Manufacturing logistics 27% 28% 4% 41%

. Positive impact . No / moderate impact . Negative impact . Not applicable
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Supply chain
performance

The questions answered by
respondents to the ensuing chart
reflect the high degree of impact
supply chain management has
had over all business issues in
recent years. Of interest is the
statement that the lack of supply
chain skills has not hampered
performance, which is contrary
to the earlier perception of skills
being a major inhibitor to growth
and sustainability.

SUPPLY CHAIN MANAGEMENT

supplychainforesight 2016
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CHART 17

52% 36% 12%
/S

Adaptation of our supply chain gave us a real
competitive advantage

0, 0, 0,
Our companys leadership has valued the impact of the 52% 38% 10%
supply chain function greatly
The sustainability of our business has been heavily 49% 39% 12%

dependent on the effectiveness of our supply chain

Our supply chain has been well integrated with our 45% 45% 10%

suppliers and customers

Our business functions have been carefully designed to 43% 41% 16%

align with our supply chain strategy

Our supply chain function has played a prominent role in 43% 43% 14%

our business strategy development

A shortage of supply chain / logistics skills in South Africa 29% 40% 51

has had a big impact on our ability to sustain performance

0, o, ()
Our supply chain has been inadequate to improve / 4% 53% o5

sustain our performance

. Agree . Partially agree . Disagree

Respondents’ evaluation of supply chain
performance over recent years
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This section of the survey was designhed to focus on how
organisations in South Africa are building a sustainable future.
We explored respondents’ expectations and sentiments about the
future opportunities for their companies and to what degree and
in which ways they are preparing to navigate into the future.

“An organisation’s ability to learn,

and translate that learning into g +

action rapidly, is the ultimate -|- -|-
competitive advantage” O
Jack Welch + ?

2

— O
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CHART 18 Emerging opportunities

The future is bright

* Transport and infrastructure development
e Connectivity and data availabilty

e Higher consumer spending power

¢ Innovative business models

o Development of IT logistics platforms
 Improved energy availability

o African customs regulation reform

- New regional trade zones (Africa)

e Changing African demographics

o E-commerce availability

e Increased urbanisation

-» Asian markets (suppliers / customers)
- Population growth

e Currency unions / crypto currency

o Banking accessibility

I High impact
B impact
B No impact
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24% Concerned
7% Indifferent
69% Excited

CREATING YOUR FUTURE

Emerging opportunities

The response to this question is
optimistic and shows excitement
for future opportunities which
could be gained from elements
such as new technologies,
improved demographics and
enhanced business intelligence.
The resulting chart also reflects
areas of economic and political
concern going forward, which are
likely to influence the attainment
of some of these opportunities in
the short term.

Indeed, a bright future will be
dependent on several of the key
opportunities being achieved
simultaneously - for which a
thriving investment oriented
economy would be essential,
together with a stable political

situation (both locally and globally).

Transport and Infrastructure
ranked the highest in terms

of an opportunity to impact
significantly and positively.
Primarily, this opportunity affects
almost every sector of business

enterprise in South Africa as

well as its people. Infrastructure
development is not only related
to transport but relates also to
power, water, telecommunications
and social structures.

Technology related issues
similarly rank highly - whether
data and connectivity issues or
IT platforms and e-commerce,
all of which will facilitate the
capture of higher consumer
spending. As migration from rural
to urban areas continues at a
fast rate, appropriate
infrastructure, transport and
connectivity will be vital.

Each of the elements reflected
in the chart create perceived
opportunities across almost
every segment of commerce
and industry.

The response to the perception
of future opportunities shows

a high level of enthusiasm

and excitement from 69% of
respondents, whereas 24%
expressed their concern,

indicating different levels of
optimism and perhaps separating
the Foxes from the Squirrels.

A major insight from this year’s
survey is the frequency of
highly positive statements and
comments on key issues that are
offset by high levels of concerns,
as reflected in the chart. This
would seem to reflect the level
of uncertainty pervading South
African business leaders at this
point in time; increasing the
need to control areas they can
to balance their deep concern
for elements out of their control.
It does, however, say that given
the opportunity to overcome
the current economic downturn
and political issues, the ability of
South Africa to hold its own and
prosper is in its own hands.
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Concerns regarding the
business environment in
South Africa

The chart reflects the current
status of both economic and
political issues which are
dominating views and actions

in South Africa and are expressed
as concerns by respondents.

The issues of economic uncertainty,
political uncertainty and global
economics and the resultant weak
and volatile currency situation

all rank highly. These concerns
are also reflected in the business
confidence index.

This highlights the need for a
fertile and stable environment

for business and economies to
thrive and avoid threats to growth
and sustainability. Of concern

is the inability of commerce

and industry to remedy and/or
counter these constraints.

All elements under respondents’
control appear relatively
insignificant compared to the
highest rated factors which are
out of their control (political and
economic). However, when

CREATING YOUR FUTURE

supplychainforesight 2016

looking at the rating excluding
external factors, the highest
ranked concerns relate to skills,
B-BBEE codes, intensity of
competition, the disruption

in industry and emerging

new entrants.

This talks to the need to be
more like a Fox than Squirrel
- to be more dynamic and
entrepreneurial in order to
ensure sustainability for

the future.

The concerns that are under
the control of respondents and
their companies have currently
been subverted to a lower
ranking of importance and focus.
Whilst many of these business
and commercially related
matters are consistent with
concerns expressed in previous
supplychainforesight surveys,
there are several elements
which reflect upon government
controlled policies and tactics -
ranging from education and

related skills, to B-BBEE, industry
disruptions relating to labour
practices, regulatory environment
and domestic fiscal policy.

Lack of available skills is seen

by over 50% of respondents as
being non-responsive to changes
in the business environment,
combined with skills shortage
being the highest ranked concern
of respondents (after economic
and political factors, which were
deemed outside of their control).

Education and training is currently
falling short of requirements,

and in a fast changing world,
training and up-skilling becomes
an ongoing requirement that
business entities need to facilitate
to stay relevant and competitive.

This issue urgently requires an
action plan involving government,
industry and companies. We need
to identify if there is a shortage of
jobs, or is it a shortage of relevant
skills that needs addressing?
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78% 61% 44% 53% 38% 31% 28% 16% 19% 29% 24% 15% 20% 12% 12% 15% 4%

Concerns regarding current business environment in South Africa
(Respondents requested to rank their top 5 concerns regarding business in South Africa)



Page 54

Readiness for future
opportunities

In questions raised as to the
preparedness of respondent
companies to meet future
opportunities only 35% indicated
positively, while 65% responded
as being only partially prepared
or unprepared. This highlights
the uncertainty pervading
today’s environment and more
of a Squirrel than Fox mentality.

CREATING YOUR FUTURE

It is not surprising as we are
living in the “age of innovation”
so cannot possibly know what
lies ahead, causing both fear
and excitement. It also raises the
question as to the confidence
we and the respondents have
about the skills and proven
ability to implement, manage and
successfully bring to fruition the
necessary changes identified in
the opportunities ahead.

supplychainforesight 2016
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CHART 20

Readiness for future
opportunities

Perceived level of preparation
for the future

B Unprepared

B Partially prepared

B Prepared

CREATING YOUR FUTURE

It is clear the majority of
respondents do not believe they
are fully prepared to meet the
future or believe their products
or services are fully sustainable
going forward.

This reflects a negative view

and supports the belief that
external, uncontrollable issues are
suppressing the ability to move
forward with confidence.

Sustainability of
products and services

A key driver for change in

any organisation lies in it
understanding the reality of

the sustainability of its existing
products and services. New
technologies, alternative
products, new innovations and
changes in buying patterns are
only some of the potential threats
to existing products and services.

A key point to note is 11% of
respondents feel their industry
segment’s current products
are potentially unsustainable

into the future and therefore
require urgent strategies for
change. This includes the FMCG,
Pharmaceutical and Health Care
and Chemical and Oil sectors.

Only 25% of respondents believe
their products and services are
very sustainable, but a variation
in responses is dictated by the
relevant industry sectors, where
Mining and Agriculture, for
example, believe there is no risk
of being unsustainable. However,
56% of the Mining sector believes
they are very sustainable against
44% quite sustainable. Only 8%
of respondents in the Agriculture

industry feel secure about the future.

The Retailers are also a sector
believing strongly that their
products and services are very
sustainable, possibly due to the
fact that they deal directly with
a consumer market where they
are constantly forced to adapt
and change.
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>‘ CHART 21 : \

Sustainability of existing products and services

oy

1% B25%

Unsustainable . . Unsustainable

Quite sustainable [l B Quite sustainable

Very sustainable [l I Very sustainable

CHART 22 /

Sustainability of client base
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Client sustainability

Whilst looking at the sustainability
of a business, it is necessary to
recognise the levels of support
from existing clients and their
existing products and services.
Also, to examine whether
respondents believe their
customer profiles will remain
or alter based upon their own
developments and strategies
involving them in new
markets, products, services
and business models.

CREATING YOUR FUTURE

Overall responses show 19% of
respondents feel their current
client base is unsustainable into
the future, with 55% and 26%

of respondents respectively
believing them to be quite and
very sustainable. Of particular
note was the high unsustainable
levels anticipated in Professional
Services, FMCG and Chemical
and Oil industries. High

client retention in Retail and
Construction is expected as a
result of the ongoing necessity
to identify and adapt to meet
customers’ needs and demands.

The overriding message from
this section of the report reflects
approximately 60% or more

of respondents believe their
ability to capitalise on future
opportunities is dictated by the
need to adapt and change to the
potential lack of sustainability of
their products and services - and
that of retaining existing clients.
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Areas requiring focus
for the future

Respondents were asked to
identify which elements of their
business they believed they
should focus upon now.

There appear to be two key areas
of focus required by respondents
to prepare their companies for
the future. The first one relates

to customer or market-related
issues of customer strategy,
market intelligence, and data
analytics. The second area relates
to the importance of skill levels
referred to as staff training and
development. The development of
existing employee competencies

CREATING YOUR FUTURE

is one strategy to respond to
this persistent challenge.

These two issues of customer
focus and skills development
have been identified in previous
years as key constraints and
opportunities, and appear to
remain high priorities.

The chart reflects a low

priority for R&D strategies,

but as indicated previously its
position may be misleading if
the interpretation is for R&D
departments or functions as
against an entrepreneurial or
innovative culture throughout the
business - which has clearly been
identified as essential in a fast
changing business world.

“Ideas are a commodity.

Execution of them is not.”

Michael Dell

/

supplychainforesight 2016
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CHART 23

Manufacturing processes
R&D strategy

Supply chain strategy
Data analytics

Market channels

Business model evolution

Product / service development

Pricing strategy 56% 34%
Market intelligence 9% 45% 46%
Staff training & development 9% 42% 49%
Customer strategy 6% 45% 49%
. No focus required . Focus required . Much focus required

Areas of focus to prepare company
for future development



Strategic elements
planned for the future

In line with previous responses,
the strategic elements planned
for the future focus on customer
facing processes and strategies
combined with improved
deployment of technology. The
remaining identified strategies
are shown as being less strongly
featured, but each remains
important as they are elements
which can affect or be affected
by the focus upon customers and
technology, and the success of
those strategies.

The low ranking of outsourcing
strategies still reflects a view

of South African business
leaders to control and manage
all elements of their business
activity, rather than entering
strategic partnerships with
external parties whose expertise,

CREATING YOUR FUTURE

costs and quality of performance
may provide added competitive
advantage. Such a strategy
allows the company to remain
focused upon those elements

of its business it has the skills,
knowledge and resources to
manage competitively. Whilst
core competencies were always
seen as being essential to retain
under direct control, many
elements such as manufacturing,
technology management,
logistics management etc. are
now more commonly partnered
with expertise available.

Non-core or minor value
activities will always be
outsourced on an arms-length
basis. Key functions require

a close working arrangement
that is integral to any supply
chain. In many instances, brand
management and customer

relationships are the elements
retained, whilst many others
are partnered with elements
comprising the supply chain.
It is for this reason that supply
chain management and the
relationship of collaboration,
sharing and other benefits

of working together with the
parties involved has grown

in importance. The fear of
loss of direct control and of
higher risk is resolved through
strong relationships, common
objectives and effective
supplier management.

supplychainforesight 2016

“There is a palpable
tension between the
realities of today and
the possibilities of
tomorrow.”

Wayne Visser, Business Frontiers

e >
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New customers & target markets

Brand development

Improved customer strategy

Better technology deployment

Geographic expansion

New products
New applications / channels to market
Improved business models

Investment in training & development

Corporate partnering strategy
Mergers & aquisitions

Outsourcing strategy

CREATING YOUR FUTURE

Strongly features

. Features

. Features a little

. Does not feature

>‘ CHART 24 '

15%

20%

Page 61



Page 62

\_

Mergers and acquisitions (M&A)
is rated lowly as a future strategy,
but with a fast changing world,
acquiring new expertise, market
segments or economies of scale
will play a major part in the
economies of the future. There
is a perception that M&A activity
is costly and full of risk, however
companies that are able to make
better use of their resources
through strategic partnerships
and shrewd investments can
fast-track innovation and
outsmart the competition.

In the area of transport alone,
whether by sea, air or land, there
are expensive inefficiencies of
duplication, lack of full utilisation
of assets plus the development of
technology platforms which will
drive greater rationalisation.

The life span of companies
globally has reduced significantly
over the past years as they

CREATING YOUR FUTURE

disappear, are overtaken or are
merged and grown into more
relevant structures.

It is likely that such processes in
South Africa will become more
prevalent, and perhaps should
have a higher level of focus to
determine and monitor whether
a business venture will succeed
in the long term.

Expansion into new
markets

Over the last few years, respondents
ranked expansion into new territories
as one of their top five business
objectives. This year, 69% of the
respondents said they have plans
to enter into new markets, but it
appears their expansion plans are
still very Southern Africa /
regionally focused - this remains in
line with strategies indicated in a
specific Africa supplychainforesight
study in 2012.

The continuing focus of
respondents to develop new
markets and new customers
remains a key strategic factor.
Due to the uncertainty in the
South African economy, focus
remains on developing trading
relations with key regional areas,
primarily in Southern and Eastern
Africa. Most of the respondents
are seeking to distribute products
or deliver a service prior to
entering into partnerships or
investing in structures and
facilities. This approach offers
lower risk and a higher speed of
market entry, enabling a company
to better understand the market
dynamics before committing to a
longer term investment as well as
an easier exit strategy, should the
need arise.

With the current exchange rates
of the South African Rand,
export opportunities to the

supplychainforesight 2016

developed world may well provide
a greater opportunity for returns
and may be a less risky area of
focus than the uncertainty relating
to trading experiences with some
African countries.

Respondents feel the need for

a cautious entry into new markets
with a high preponderance for
distribution partnerships rather
than incurring costs or making
longer term investments. This would
seem to be a prudent approach.

“The moment you
doubt whether you
can fly, you cease
forever to be able
to do it.”

J.M. Barrie, Peter Pan
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Key destinations for expansion into new markets

Southern Africa 67%

West Africa 50%
East Africa 50%
Europe 27%
North Africa 21%

Asia (no China) 20%

Oceania 16%
China 13% ‘\
North America 12%
Latin America
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CHART 25 Expansion into new markets
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Role of supply chain in delivering significant value to The integration of the customers is widespread and most likely
achieving future goals many.companies. Universally, into the supply chai.n is rec;ognised adopted to. minimise .co.st and .
the alignment of the supply as an approach which delivers reap benefits of specialised skills
What is clear from chain with business strategy enhanced customer centricity, from partners.
supplychainforesight 2016 is has become more critical and is enabling improved performance
the strong focus on a diverse delivering very positive results and satisfaction levels. The strong
range of supply chain factors is to South African businesses. focus on collaborative strategy
Manufacturing logistics enhancements
Inbound materials management
Supply chain outsourcing strategy
Outbound distribution
Inventory management strategy
Supply chain technology
Sourcing strategy
Supplier integration
Supply chain collaboration strategy
Supply chain function skills development
Customer integration
Alignment of supply chain strategy with business strategy
Partnering with key players
. No focus required . Focus required . Much focus required

CHART 26 Focus on supply chain elements in achieving future goals
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The chart reflects the
aggregation of the perceptions
of all of the industry sectors
with variations, according to
the needs of each sector - but in
essence, all recognise the need
for much more focus in all of the
categories. The manufacturing
logistics results are somewhat
distorted, as clearly not all of
the respondents are involved

in manufacturing.

“The world as we have created
it is a process of our thinking.
It cannot be changed without

CREATING YOUR FUTURE

Of interest is the greater focus
upon partnering with key players,
which contradicts the earlier low
ranking of outsourcing - perhaps
indicating the misconception that
outsourcing is different

from partnering. Customer
integration has raised its

profile in recent times and
emphasises the importance

of customer centricity.

changing our thinking.”’

Albert Einstein

As a general theme, the
importance of technology and its
valuable potential is seen to be

a key area of focus relating not
only to processes and systems,
but also to the collection of data
and the conversion thereof into
management information and
business intelligence (from which
actions and strategies can be
devised and implemented).
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Future importance of
supply chain

Whilst supply chain management
is evolving into an integral part
of overall business strategy
integrated throughout an
organsiation, the perception of
its importance remains key to
competitive advantage, efficiency,
effectiveness and sustainability.
The following chart reflects the
respondents view of supply
chains into the future.

CREATING YOUR FUTURE

CHART 27

Without an effective supply chain,
we cannot be competitive in
the future

Our supply chain will provide the
foundation on which our future
success will be built

Our supply chain leaders are highly
involved in our strategic business
planning process

We will need to significantly adapt
our supply chain strategy to remain
competitive in the future

Currently our supply chain does
not provide the capability we need
to meet our future goals

Importance of supply chain in
company’s sustainability

supplychainforesight 2016
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An underperforming supply chain
is seen as having a major impact
on overall business performance.
Many professionals clearly and
increasingly see supply chain as
the cornerstone of a successful
business strategy. Despite this,
we see over one-third of the
respondents stating their own
supply chain is not yet ready to
meet their future needs, and a
further 45% stating they partially
agree with this.

CREATING YOUR FUTURE

The underlying message is that
from a supply chain and logistics
perspective, there still remains

a lot of work to be done before
we see South African businesses
gaining the full and real value
from their supply chain and
business strategies.
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“Chains of habit are
too light to be felt
until they are too
heavy to be broken.”

Warren Buffett
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Times of hardship and uncertainty
create the environment for leaders to
either succumb to the circumstances or
use the opportunity to gain advantage
whilst others may remain blinded by the
headlights into inactivity.

It is a time to choose key strategies that will create the greatest value

going forward. It is however, the correct choice of strategies that ultimately

separates winners from laggards. The survey results show many aspects

of business requiring new strategies and innovation to maintain current

positioning or to take a quantum leap forward. In each instance we have

learned that it is not so much about costs and cost control but more about
—— the value to be gained or lost.
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With such a wide array of
business activities and functions
the selection and prioritisation
of key value adding strategies

is vital. It appears that having
too many priorities can be as
detrimental as having none, but
each strategy needs to be clearly
measured and guided to achieve
its identified opportunity to gain
the anticipated value perceived as
being created.

As seen in the survey the level

of strategic performance to

date has, in most instances,

not achieved its anticipated

goals requiring a future look

at the factors contributing to

that failure and identifying the
key determinants to success.
ldentifying, analysing, quantifying,
implementing, managing

and measuring are the major
components of any strategic intent.

LEARNINGS AND THE WAY FORWARD

Whilst cost cutting is often a
frequently followed route to
counter downturns, it is in some
instances a simple broad strategy
that often fails to take into
account the value being eroded
or gained. All costs incurred are
relative to the value they create.
The future determination of
strategies and priorities is likely
to include a better understanding
of the costs to serve and where
value is created or eroded in each
element of the business venture.

A major factor in the future

of South Africa and in many
other developing countries

is the skills shortage and a
correspondingly large growing
portion of unemployed and more
vocal youth. With the advent
of technology, mechanisation
and growth of service-related
industries, this problem is not
likely to disappear and in many

instances, these factors may well
increase. Commerce, industry
and government have a major
role to play - needing a clear and
workable strategy to manage this
emerging trend.

It is now very apparent the
concept of supply chain
management has taken centre
stage and is now seen not as a
separate subject but an integral
element in any organisation’s
business plans and strategies. By
the same token the management
of logistical strategies is being
seen as a vital element of
implementing business strategies
and plans. The planning of
logistics is now being seen as
needing a holistic approach,
supported by the physical
implementation of operational
functions which move the goods,
information and funds up and down
predetermined supply chains.

supplychainforesight 2016

What is clear from the survey
responses is that there is
recognition of an ongoing need in
South Africa for speedy, constant
and well-managed change as

a prerequisite for sustaining
competitive advantage and
economic security. It is a complex
and stimulating environment in
which the status quo is no longer
a meaningful phrase. Negative
factors surround the business
environment, many of which

are outside of the control of
individual components of
commerce and industry; such
factors still need to be managed.

Despite the economic and
political climate there remains a
high level of optimism in South
African businesses as witnessed
in the survey - this is indicative
of a positive approach and the
reputation of achievements
made to date.




“Every morning in Africa, a gazelle wakes up. It knows it must run
faster than the fastest lion or it will be killed. Every morning a lion
wakes up. It knows it must outrun the slowest gazelle or it will starve
to death. It doesn’t matter whether you are a lion or a gazelle: when
the sun comes up, you’d better be running.”

Dan Montano, Economist Magazine 1985



Survey conceptualised and
sponsored by

> Barloworld

27 Logistics

Research conducted by
FROST ¢& SULLIVAN

www.barloworld-logistics.com



