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ABOUT US
About the Durban Automotive
Cluster
The Durban Automotive Cluster (DAC) is a Public-Private
Partnership between the eThekwini Municipality and te
KwaZulu-Natal automotive manufacturing sector that focuses on developing the competitiveness of the automotive manufacturing industry in KwaZulu-Natal. This not for profit organisation is an industry driven initiative, drawing on the leadership
and expertise of individuals from a broad range of member firms.
For more information on the DAC please visit www.dbnautocluster.org.za.

About the eThekwini Municipality
Funding for the DAC in overseen by the Economic Development
Unit (EDU) of the eThekwini Municipality, which is mandated to
promote economic development; job creation, economic transformation and economic intelligence within the municipal region.
The EDU is guided by policies established by National and Provincial Government and articulates the approach to economic development through the Municipality’s Integrated Development Plan
(IDP) and an Economic Development Strategy (EDS) from which all
activities are guided by, but not restricted to, as the Unit also responds to the broader challenges facing the greater region by endorsing other initiatives such as the Millennium Development Goals.
For more information on the eThekwini Municipality please visit
www.durban.gov.za.

Powered by B&M Analysts
Cluster facilitation services are provided by Benchmarking & Manufacturing Analysts SA (Pty) Ltd (B&M Analysts), an organisation that provides
specialised services to enhance sustainable industry development.
For more information on B&M Analysts please visit www.bmanalysts.com.
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A review of the SA
Automotive Component
Industry’s Growth Profile
By Sean Ellis

W

hen assessing growth, or the opportunity to grow sustainably, several key areas can be considered. The
growth profile of the South African automotive component supplier industry, from a benchmarking perspective, is assessed by considering several important elements. This includes the sales and employment
profile of firms, a review of the sustainability position of the industry, an assessment of customers’ views of local
firms and lastly how the industry performs in terms of key growth product indicators.
Each of these four areas will be briefly considered in this newsletter in order to ascertain the growth opportunities
and potential of the local automotive component industry. In certain areas, the comparative performance of competing suppliers located in Less Developed Countries (LDC) and Developed Countries (DC) will be assessed.

SALES AND EMPLOYMENT
An analysis of the local supplier industry’s sales and employment performance from 2012 to 2014 highlights
that there has been virtually no change for each indicator over this period. While potentially concerning, it is
worth noting that the local suppliers’ performance does largely mirror the trend for the local OEMs (SA OE). This
is the case if we consider light vehicle production as a proxy for sales and also their year-end employment levels.
This suggests that local OEM growth, in the form of increased vehicle production, will support the sales and
employment growth of the local supplier base.
If we review the comparative performance of competing LDC suppliers highlights, we observe that their sales and
employment growth has been very impressive. Their levels have improved by around 50% over the same period
for each of these measures.
This growth is despite the light vehicle production levels of the LDC OEs declining in recent years. If we consider
this, we can conclude that this is possibly because, despite the decline in vehicle production, LDC suppliers have
achieved increased growth either as a result of additional business from local OEMs and/or increased additional
local automotive business and/or increased exports sales.

Inflation adjusted sales (domestic currency) indexed to 2012
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Employment trends indexed to 2012

We can thus conclude that definite sales and employment growth opportunities exist for local suppliers and
while some of these are linked to them growing their independent sales, the local OEMs can clearly support
this via increased production, but more so through increased localisation.
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SUSTAINABILITY
When considering the sustainability of the local automotive component industry, a review of the industry’s breakeven profile is analysed. Importantly, the analysis considers SA firms’ ability to achieve sustainable operating profit
margins over time.
The breakeven analysis considers three key variables, all as nominal values. The areas considered are (1) sales, (2)
contribution margin (sales less variable expenses) and (3) fixed costs (non-manufacturing expenses). The analysis
considers the industry’s position in 2014, and then forward projects its position in 2016. The industry’s 2016 position is based on the Average Growth Rate (AGR) of each of the contributing factors namely; sales, direct labour and
materials as well as manufacturing and non-manufacturing overheads, over the 2012-14 period.
The findings do highlight that local suppliers are coming under pressure from rising fixed costs although, positively, their contribution margin is improving, albeit marginally. The improvement in the industry’s contribution
margin suggests that firms are focusing increased attention on managing their variable costs such as direct labour,
materials and manufacturing overheads. The findings do however also highlight that the local suppliers are reliant
on nominal sales growth to assist them in effectively managing all their costs.

Breakeven analysis for 2014 and 2016 (projected)

				

* Projected levels for 2016 calculated by utilising
average Annual Growth Rate (AGR) for 2012-14 period
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CUSTOMER VIEWS
The customer benchmark findings review supplier performance ratings as assessed by the seven major local OEM
customers. The extent to which a criterion is rated (revealing its relative importance), versus the relative rating
(highlighting the performance level of suppliers), is considered. The difference between expectations and perceptions of performance indicates the ‘gap’ between customer requirements and supplier performance levels.
The 2014 findings highlight price and responsiveness to problems as the biggest customer challenges for suppliers. Of potential additional concern is that the Customer Benchmark Index (CBI), which considers the findings in
2012, 2013 and 2014, suggests that the local OEMs have become more critical of supplier performance in recent
years with price appearing to be a major contributor to this shift.

Supplier performance rating versus OEM (n=7) customer demands

Customer benchmark index (CBI)

However, despite these customer ratings, it is very encouraging that a significant majority (72%) of all the local
OEM respondents do identify definite additional opportunities for sales growth from local suppliers. While some of
these opportunities are linked to increasing the current range of products being supplied (60%), most of these opportunities appear as a result of increasing the range of products being supplied (73%) and in relation to the joint
development of new products to be supplied (71%).
Thus, these findings do clearly suggest that local OEMs are interested in increasing their buy with local suppliers,
which is very positive.

Opportunities to increase the % buy allocation from customers

PRODUCT INDICATORS
The sale of new products is a sound proxy for assessing firms’ current and future health and provides an indication
of how firms are managing their growth. Thus, the ongoing introduction of new products must be a focus for firms
in order to ensure a healthy product profile and sustainable growth.
In addition, Research and Development (R&D) expenditure provides an indication of whether firms are focusing on
product development in an attempt to positively influence their growth trajectory. It further provides an insight
into whether firms are able to meet customers’ future product development requirements and thereby retain and
grow sales.
An analysis of the findings highlights that the percentage of sales from new products at local suppliers lags behind
the comparative LDC performance over a 36 month period, although performance is more comparable over the
past 12 months. When reviewing R&D expenditure, while the local industry spent minimal amounts in 2012 and
2013, positively, a notable increase is apparent in 2014 with the latest levels also ahead of the comparative figures.
This increased level of R&D expenditure in 2014 is encouraging and should support the local supplier industry’s
ability to increase its sales, especially with the local OEMs.

Sales from new products introduced

R & D Expenditure

SUMMARY ANALYSIS AND CONCLUSION OF THE LOCAL
INDUSTRY’S GROWTH PROFILE
As has been presented, while there are challenges associated with the local automotive component industry’s
growth profile, opportunities to bolster its position are apparent. These would be linked to the local OEMs increasing their production volumes and also increasing their purchases, as a percentage of all purchases, from local
suppliers. This growth will further support the industry’s ongoing sustainability which is a priority for the industry.
Very encouragingly, the customer assessment findings do suggest that the local OEMs would like to increase the
percentage that they purchase from local suppliers, with the latest R&D figures further suggesting that local suppliers are allocating the necessary resources to realise these business opportunities.
In conclusion, while there are concerns related to the local automotive component industry’s current growth
profile, the findings do suggest that opportunities to improve its profile do definitely exist. These are primarily
related to the local OEMs and local suppliers supporting each other to ensure that all localisation opportunities are
ultimately realised.

be benchmarked today
To find out more about your firms’ Growth and how it measures up
against other automotive firms domestically & internationally

Contact the dac to arrange your
firm’s benchmark CLICK HERE or email
dac@bmanalysts.com
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The National Localisation
Indaba 2015
It is clear that localisation is central to the growth and
sustainability of the automotive industry in South
Africa. To this end, the National Localisation Indaba is
taking place on 28 and 29 July 2015 in Durban. Based
on the success of the event in 2014, the event is expanding significantly this year. The aim of The National
Localisation Indaba is to Drive Localisation in the
Automotive Industry and is the ideal opportunity for
your business to drive localisation! This is a National
industry event and is open to all automotive component manufacturers in SA.

The event includes three primary activities:
Buyer driven linkage meetings
In order to drive localisation, one on one meetings
between buyers and suppliers in the automotive supply chain will be arranged. The aim of these meetings
is to identify opportunities for local sourcing. Don’t
miss out on an opportunity to meet potential buyers
or sellers to drive your business’ localisation.

Exhibition
One of the key activities at this year’s National Localisation Indaba will be an opportunity for industry to
showcase its localisation opportunities. OEMs and Tier
1s will be invited to exhibit their current imports and
localisation priorities and Tier 2s to exhibit their manufacturing capabilities.

Localisation Summit and Workshops
This year’s supplier conference will centre around
enabling business localisation with key presentations
by OEMs and suppliers on localisation priorities and
successes. This is the ideal chance for your business
to gain the knowledge to leverage your localisation
further. The conference will include several high level
industry speakers including Dr Johan Van Zyl (CEO of
Toyota Africa and Europe and President of NAAMSA),
Mr. Philip Jooste (Manager Strategic Business Development Procurement and Export, MBSA), Dr Justin
Barnes (Chairman, B&M Analysts) and Mr. Alex Holmes
(Commercial Director, MAHLE Behr SA).

10

DAC Apr - Jun 2015

For more information on
The Indaba or to register
go to :
www.localisationindaba.co.za
Email: webmaster@localisationindaba.co.za
Phone: +27 (31) 764 6100

“The aim of The
National Localisation Indaba is
to Drive Localisation in the Automotive Industry.
This event is the
ideal opportunity
for your business
to drive localisation!”
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Review of
recent
activities
LEVERAGING INVESTMENT
IN PEOPLE - A KEY
PILLAR OF PRODUCTIVITY
IMPROVEMENT
Machines

Methods

Only independent
variable

Materials

Manpower

The basic building blocks of manufacturing are commonly referred to as the 4Ms: Machines, Materials,
Methods and Manpower. While all are important, the
most important of these is Manpower, underlying a
firm’s ability to effectively manage its people. In addition, this dimension is the only independent variable.
Aligned with effectively managing manpower; a study
tour took place in KwaZulu-Natal with the focus being “Leveraging investment in people - A key pillar of
productivity improvement”. Firms were invited to visit
three operations that have made progress in this critical
area, namely Smiths Manufacturing, HESTO Harnesses
and Celrose Clothing, with the session also including a
theoretical training session.
As a result of the study tour, numerous lessons emerged
over the course of the two days. Overall, the major findings from the tour confirmed a need for an HR Strategy
to provide a clear framework within which to manage
people, with the issue of goal alignment crucial here.
12
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The importance of having a formal practical training
function in place (i.e. a Dojo or practical training centre)
was also highlighted, as well as the adoption of the
necessary lean systems (i.e. 5-S, Kanban, Visual management, etc.). Having teams in place was noted as being
a crucial lean system, with the importance of Team
Leaders and the role they play stressed. Lastly, having
a robust measurement system in place was also recognised as being vital. Thus, the following four areas were
identified as being vital elements for firms wishing to
leverage their investment in people:
•

HR Strategy

•

Formal practical training venue

•

Supporting lean systems

•

Measurement system

These four items were confirmed as being crucial to any
firm wishing to leverage their investment in people and
ultimately achieve ongoing productivity improvements.
Clear evidence of these items was found to be in place
at each of the firms visited.
As a result of the success of the tour, all those firms in
attendance identified clear improvements opportunities for their individual operations.

In conclusion, the tour confirmed that ‘change is possible’ at any firm and that firms must seek ways to
stimulate their people if they are to improve their performance, with the four areas noted here considered as
being vital to achieving this.

IMPACT OF EXCHANGE RATE
AND ITS VOLATILITY FOR SA
MANUFACTURERS
Given the huge impact of the exchange rate and its
volatility on manufacturers, Tamryn Hartogh of the
B&M Analysts Knowledge Unit shared the findings on
a recent study conducted for the Department of Trade
& Industry (the dti) with member firms. A snapshot of
these findings is indicated below. In addition, MAHLE
Behr also provided member firms with practical insights
into the management of exchange rates including the
firms approach to FX Exposure and methods utilised to
manage exchange rate risk.

Snapshot of findings of the Study on The impact of
the Exchange Rate on SA manufacturers
The Rand has depreciated against the currencies of its
major trading partners since 1994, as a result of increased openness to trade. South Africa became a liberalised capital market with limited recourse to manage
the nature and volumes of capital flows, susceptible to
volatility and long term structural impacts. Depreciation
has done little to improve manufacturing sector competitiveness. 24 manufacturing firms were interviewed
to understand exchange rate impacts on performance
relative to identified KPIs, and relative to other economic environmental factors. Imports have not declined as
a result of currency depreciation, whilst exports were
essentially eliminated by the period of appreciation
experienced during 2003 – 2006, with no recovery
since. Whilst the role of the global crisis in exacerbating
this trend must be acknowledged, the findings indicate
that overall, firms are not impacted by exchange rate
exposure.

IS YOUR FIRM IMPACTED
BY THE EXCHANGE RATE?
Have you missed this workshop?

CLICK HERE OR EMAIL DAC@BMANALYSTS.COM
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OPTIMISING AVAILABILITY
OF CAPITAL INVESTMENT:
LEVERAGING
COMPETITIVENESS
ADVANTAGE FROM TPM
As part of the 2015 Best Practice Learning Sessions,
in collaboration with the South African Automotive Benchmarking Club, DAC firms were invited to
attend a study tour in East London on 12 May 2015.
The full day session included an intensive look at the
theory behind Total Productive Maintenance whereby the objective is to engender a sense of joint
responsibility between supervisors, operators and
maintenance workers, not simply to keep machines
running smoothly, but also to extend and optimise
their performance overall.
The session also included a focus on the key areas of
improving the effectiveness of capital by targeting
major losses, the importance of involving operators
in the maintenance process and the necessary training to better support maintenance, opportunities to
improve maintenance efficiency and effectiveness at
firms, and the area of life-cycle equipment management and maintenance prevention design.
Attendees took a closer look at the overall SA Automotive Component Industry’s performance in this
area as well as key case studies from other manufacturers, and were able to observe the practical applications of various principles on the floor at FoxtecIkhwezi and Linde & Wiemann RSA.
A key lesson that emerged from the session is that
TPM must be a part of the philosophy of the company. To be successful, the firm must “Monitor & Report
& Do” TPM, focusing on the following 3 elements:
•

Training & Education

•

Time to do TPM

•

5-S: Visuals – Visual Management (VM) & Visual
Performance Management (VPM).
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“Attendees took a
closer look at the
overall SA Automotive
Component Industry’s
performance
in this area as
well as key case
studies from other
manufacturers...”
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For more information and
support with regards to energy
contact the durban automotive cluster BY CLICKING HERE
OR BY EMAILING DAC@BMANALYSTS.COM

MITIGATING THE IMPACT
OF LOAD SHEDDING FOR
BUSINESSES
Load-shedding is a last resort to balance electricity supply and demand to avoid total collapse of the
electricity supply grid and national-black out which
will have a disastrous outcome for manufacturers and
South Africa as a whole. Our country’s power system
will be severely constrained over the next 3 to 5 years
and will begin to ease once new generating capacity
comes online and other levers materialise. It is important for all customers (commercial, industrial and residential) to maintain or achieve 10% or more in electricity energy savings in the interim.
The cluster has been engaging with Eskom and the
eThekwini Municipality in order to identify opportunities to mitigate load shedding for our automotive
component manufacturers. At a recent stakeholder forum held on 04 June 2015 at the Durban Chamber of
Commerce a number of important items were raised
for discussion on the future of load shedding in the
municipal area:
•

New Schedule: The new schedule has been developed in order to try and minimise the impact on
businesses. Thus far, it appears to have positively
affected member firms; however, we have not experienced Stage 3 as yet.

•

Collective Curtailment based on regions: There
may be opportunities for collective curtailment
based on various industrial zones. This will be ex16
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plored further with the cluster in the upcoming
months.
•

Energy support: The NBI energy programme is still
available to industry to access energy support.

•

Tax Incentive: 12i tax incentive for energy savings
are available for industry to utilise.

DISABILITIES IN THE
WORKPLACE
The DAC hosted Lesa Bradshaw (Managing Member:
BradshawLeRoux) who presented on Disability Awareness, highlighting work related issues of employing
People With Disabilities (PWD), including the roles and
responsibilities of employers, rights and responsibilities of applicants and employees with a disability, and
outlining strategies to promote the successful integration of PWD into the workplace. The session was held
on 01 July 2015 at B&M Analysts in Gillitts. Discussions
arose around:
•

Common Barriers to employment of PWD

•

Unpacking the definition of PWD

•

Understanding and applying Reasonable Accommodation measures

•

Adapting the Human Resources Processes – Sourcing, Selection, Induction and Development

•

Essential Pillars of creating and applying a successful disability integration strategy

•

Why employ PWD : Presenting a business case

MAHLE Behr SA also shared on their experience with
complexities around hiring people with disabilities.
For more information please contact Laurie CoyleDowling at DAC@bmanalysts.com.

TRANSNET’S SUCCESS IN A
5S PROGRAMME
5S is a lean manufacturing approach to “A place for
everything, and everything in its place” based on the
Toyota Production System. 5S is a key to lean manufacturing, it is difficult to make improvements or approach world-class levels of process excellence with
work areas that are poorly organised, unclean, unsafe,
and not standardised. Cluster members were invited
to attend a presentation by Transnet on their 5S programme on 23 June 2015 at Toyota Tsusho Africa in
Umbogintwini. Transnet shared with the cluster their
understanding of the methodology that they applied
and benefits derived. Together, attendees were able to
unpack how they can implement this in their own organisations. The day also included a Technical Steering
Committee Meeting where discussions ensued around
the cluster’s plan for an Advanced Polymer Testing Facility as well as the findings from the Steel Study.
For more information please contact Laurie CoyleDowling at laurie@bmanalysts.com.

ENGINEERING SKILLS
DEVELOPMENT
PROGRAMME
The cluster is facilitating a Graduate Development
Programme which is aimed at addressing the critical
shortage of engineering skills within the local automotive industry. The Programme is intended for recent
graduates with engineering degrees or diplomas in
either mechanical or industrial engineering, with the
objective of further developing competencies in line
with the industry’s requirements. The programme is
modular; outcomes based and provides a senior engineer an external mentor to support the graduates.
A new GDP commenced in April 2015 where a total of
17 delegates are enrolled from participating member
firms. Firms who are still interested in enrolling gradu-

ates in this programme are able to do so and should
contact us as soon as possible.

Did you know that our graduate
development programme qualifies
as skills development under the
new B-BBEE scorecard? For more
information about how this qualifies
contact the DAC by emailing dac@
bmanalysts.com.

TEAM LEADER SKILLS
DEVELOPMENT
Team leaders are the first line of leadership in a firm
with key responsibilities of ensuring efficient and effective production on the shop floor and implementing a culture of continuously improving the way the
business works. To build meaningful change, the Team
Leader training focuses first on understanding theoretical principles and basic implementation processes
of WCM in the workplace before applying them in the
production environment. The focus here is to ensure
that the skills are translated directly into the organisation’s operational competitiveness and efficiency.
Taking place over an eight week period, the Team
Leader programme was completed in May 2015. 17
Team Leaders from six member firms completed the
NQF level 3 aligned programme. To ensure that Team
Leaders derived maximum benefit from the training,
the programme included:
•

Theoretical training for each module, each of
which were held onsite at Federal-Mogul in Prospecton. Each module included a test that participants needed to successfully complete.

•

Weekly onsite individual mentoring by an expert,
external trainer to ensure that the theoretical content was being implemented onsite.

Overall, the training which is accredited with merSETA
was highly successful for the Team Leaders that participated.
If you have missed something important, or would
like additional information on any of the latest activities, contact the DAC (dac@bmanalysts.com).
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What’s coming up
AUTOMOTIVE INVESTMENT
SCHEME (AIS) SUPPORT
The Automotive Investment Scheme (AIS) is an incentive designed to grow and develop the automotive
sector through investment in new and/or replacement models and components that will increase
plant production volumes, sustain employment and/
or strengthen the automotive value chain. The DAC is
providing one-on-one support to members looking
to access the grant or looking for more information.
If firms would like any support from the cluster, please
contact the DAC as soon as possible.

NEW! TRACE LEARNERSHIP
The TRACE programme has been developed into a full
learnership programme comprising 125 credits. This
is accredited with merSETA and gives learners the opportunity to receive a National Certificate in Production Technology. The NQF level 3 aligned learnership
empowers current and potential first line managers
to assume responsibility and drive change within
an organisation through a clear set of best practice
principles. It is therefore aimed at team leaders who
are or will be responsible for leading a team in meeting defined objectives. The team leader can be from
any area of the company: production, logistics, stores,
finance, administration, etc. who is responsible for:
•

A small team of 2 or more people

•

Leading the team in meeting a defined set of
targets

•

Continually improving the way in which work is
done in their area

10 modules will be delivered over a 52 week period,
with time allocated to classroom training, mentoring
and coaching, and in plant implementation. Firms
who are interested in participating in this or would
like more information must please contact the DAC by
clicking here or emailing DAC@bmanalysts.com

Interested in signing up your firm for the
Learnership in Production Technology?
Contact the DAC today by emailing
DAC@bmanalysts.com
18
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OPTIMISING AVAILABILITY
OF CAPITAL INVESTMENT –
LEVERAGING COMPETIVENESS THROUGH EFFECTIVELY MANAGING CAPITAL
In conjunction with the National Localisation Indaba
and as part of the 2015 Best Practice Learning Sessions,
the Durban Automotive Cluster is hosting a lean training session on 30 and 31 July 2015 in Durban. The 2
day tour will include theory and practical sessions. We
will be focusing on Optimising Availability of Capital
Investment – Leveraging competiveness through effectively managing capital in this training session, focusing on both the necessary theory and best practice
concepts. The session will include a focus on the key
areas of improving the effectiveness of capital by targeting major losses, the importance of involving operators in the maintenance process and the necessary
training to better support maintenance, opportunities
to improve maintenance efficiency and effectiveness
at firms, and the area of life-cycle equipment management and maintenance prevention design.

DAC STUDY TOURS AND
TRAINING
In collaboration with the SAABC, the DAC has a jam
packed study tour and training programme in 2015.
The study tours offer a unique opportunity for management in the automotive sector to expand their
knowledge base. Attendees are able to explore the
theoretical and practical implementation of various
elements of World Class Manufacturing at other automotive component firms. Key focus areas for 2015
include: Leveraging investment in people; Optimising
availability of capital investment and Lean management. Please see the plan for the year below! If you
have any queries please contact the DAC at dac@
bmanalysts.com.

2015 BEST PRACTICE LEARNING
THROUGH STUDY TOURS AND CAPACITY BUILDING SESSIONS

KZN

GP

WC

21
January

13
April

20
March

EL

PE

State of automotive industry
Positioning of the SA supply base
in relation to key trends shaping
the global and national automotive
industry

06
July
2015

Leveraging investment in people
A key pillar of productivity
improvement

10
9
February February

22 & 23
April

Optimising availability of capital
investment

30 & 31
July
2015

04
August
2015

15
August
2015

12 & 13
May

22 & 23
Sept
2015

Lean management

01 & 02
Dec
2015

05
August
2015

Nov
2015

03 Nov
2015

04 Nov
2015

Leveraging competitive
advantage from TPM

Identifying and executing projects
that enhance total organisational
productivity and competitiveness

BECOME A MEMBER!
We welcome membership enquiries from
automotive manufacturing companies
with operations in Kwazulu-Natal

For further information please either
call +27 (0) 31 7646100 or email the Apr - Jun 2015 DAC
DAC (dac@bmanalysts.com).
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