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About the Durban Automotive Cluster
The Durban Automotive Cluster (DAC) is a Public-Private Partner-
ship between the eThekwini Municipality and KwaZulu-Natal au-
tomotive manufacturing sector that focuses on developing the 
competitiveness of the automotive manufacturing industry in Kwa-
Zulu-Natal. This not for profi t organisation is an industry driven ini-
tiative, drawing on the leadership and expertise of individuals from 
a broad range of member fi rms. For more information on the Dur-
ban Automotive Cluster 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 guid-
ed 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 Econom-
ic 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 informa-
tion 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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PRODUCTION VOLUME AS A 
DRIVER OF COMPETITIVENESS 
AND LOCALISATION
By Douglas Comrie

Introduction
Low production volumes are frequency cited as one of the key reasons for local suppliers being 
unable to meet a global price benchmark and in many cases for it therefore not being viable to 
localise certain components. 

To better understand this issue, the DAC recently undertook a volume sensitivity analysis that 
modelled the impact of an increase in production volume on supplier cost competitiveness to 
assess the potential for volume to be used as a lever to enable localisation and/or component 
exports. 

The two scenarios in the table below were explored in the study, namely:
• A 167% increase in production volumes from 30,000 units per annum (i.e. vehicles and/or 

equivalent components for export) to 80,000 units per annum
• A moderate ramp up of 15% in production volumes from 130,000 units per annum to 150,000 

units per annum. 
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Methodology
The methodology comprised two forms of quantitative modelling using benchmarking 
data from 41 suppliers and quantitative interviews with three suppliers. The findings were 
then used to generate a consolidated set of outcomes

The first quantitative modelling exercise used a modified breakeven analysis to consider 
the impact on recovery of fixed costs as proxy for the impact on overall cost competitive-
ness. The second considered very narrowly the impact of volume on the productivity of 
indirect employment costs. 

Importantly, this quantitative modelling was not able to effectively evaluate the combined 
impact of incremental changes to operational performance (in areas such as inventory 
turns and changeover times), changes to amortisation costs and step changes in invest-
ment required to accommodate the additional volumes. To better understand these factors 
interviews were undertaken with senior executives from three suppliers from a diverse 
range of sub-sectors. 
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Production volume as a driver of competitiveness and localisation 

By Douglas Comrie 

Introduction 

Low production volumes are frequency cited as one of the key reasons for local suppliers being 
unable to meet a global price benchmark and in many cases for it therefore not being viable to 
localise certain components.  

To better understand this issue, the DAC recently undertook a volume sensitivity analysis that 
modelled the impact of an increase in production volume on supplier cost competitiveness to assess 
the potential for volume to be used as a lever to enable localisation and/or component exports.  

The two scenarios in the table below were explored in the study, namely: 

 A 167% increase in production volumes from 30,000 units per annum (i.e. vehicles and/or 
equivalent components for export) to 80,000 units per annum 

 A moderate ramp up of 15% in production volumes from 130,000 units per annum to 150,000 
units per annum.  
 

  Scenario 1 Scenario 2 

Current volume 30,000 units p.a. 130,000 units p.a. 
Proposed Volume 80,000 units p.a. 150,000 units p.a. 

 
Methodology 

The methodology comprised two forms of quantitative modelling using benchmarking data from 41 
suppliers and quantitative interviews with three suppliers. The findings were then used to generate 
a consolidated set of outcomes.  

The first quantitative modelling exercise used a modified breakeven analysis to consider the impact 
on recovery of fixed costs as proxy for the impact on overall cost competitiveness. The second 
considered very narrowly the impact of volume on the productivity of indirect employment costs.  

Importantly, this quantitative modelling was not able to effectively evaluate the combined impact of 
incremental changes to operational performance (in areas such as inventory turns and changeover 
times), changes to amortisation costs and step changes in investment required to accommodate the 
additional volumes. To better understand these factors interviews were undertaken with senior 
executives from three suppliers from a diverse range of sub-sectors.  

Findings 

The findings suggest that the competitiveness gains associated with scenario 1 (the increase in 
volumes from 30,000 to 80,000) for a diversified basket of components will be between 2% and 
9.4%. There will however be substantial variation within commodity groups. For example, the 
findings suggest that greater gains are likely for Trim and Pressings than for Metal Fabrication.  

The findings also suggest that Scenario 2 (the increase in volumes from 130,000 to 150,000) will yield 
even more modest gains of 3% or less.   
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yield even more modest gains of 3% or less. 
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What does this mean for 
the automotive industry?
While the increase in production volumes 
considered under either scenario has the 
potential to impact positively on supply base 
competitiveness neither of these volume 
scenarios appear to come close to being the 
panacea that increased volumes are often 
believed to be. Why is this?
Production volumes of 80,000 units per an-
num and 150,000 units per annum represent 
‘very healthy’ and ‘truly exceptional’ produc-
tion volume scenarios respectively in the 
contemporary South African context. 

The moderate impact of these volume sce-
narios on cost competitiveness is in part 
explained by the fact that both scenarios 
remain on the low end of what is required 
for a plant to be globally competitive – and 

one only has to look to the primary produc-
tion locations for the platforms built in South 
Africa to appreciate this disparity. 

Without considering numerous broader cost 
competitiveness issues (such as material 
pricing, productivity, input costs and Govern-
ment policy), the findings suggest that the 
South African automotive industry is likely 
to remain on the back foot until it is able to 
move out of its current volume paradigm. 

Want to find out more 
about this study?
The DAC will take a closer look the 
production volume scenario analysis at 
the upcoming Infrastructure and Materials 
quarterly. If you would like to confirm 
your attendance or would like additional 
information, please contact the DAC. 
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  Scenario 1 Scenario 2 

Fixed cost recovery 
competitiveness gains 

Basket of commodities  9.4% 
Pressings   7.0% 
Trim  9.2% 
Metal fabrication  5.2% 

Basket of commodities 2.0% 
Pressings   1.5% 
Trim  2.0% 
Metal fabrication  1.1% 

Organisational productivity 
competitiveness gains 

Basket of commodities 4.9%  Basket of commodities 1.6%  

Basket of commodities 2.0 – 4.5%  Basket of commodities 1.0 – 3.0% 

Qualitative interview findings 

Step changes 
Unlikely that major investment is required for the increased volumes as adequate capacity largely exists for the 
majority of the product categories explored.   
 
Benefits of the higher volumes 
Amortisation of tooling over higher volumes may be possible (benefit for customer) 
Supplier process improvements from higher volumes 
Increased efficiency 
Recovery on fixed costs & variable costs 
Lower Rejects 
Lower downtime from changeovers 
Higher volumes may enable material cost reductions, although the extent of this was not clear. 
 
Blockages to achieving gains 
Short model life could limit cost competitiveness gains. 
High number of model derivatives could limit cost competitiveness. 
 

Summary of likely 
competitiveness gains 

2.0% - 9.4% 1.0% - 3.0% 

???
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REVIEW OF THE LAST QUARTER 
Feedback on activities from the quarter ending 
31 December 2014

Sharing the DAC Vision at the South African Automotive 
Week
The DAC Chairman, Andrew Velleman (General Manager: Toyota Tsusho Africa), delivered a 
presentation on the DAC’s vision and objectives at the SA Automotive Week.. The purpose 
of the interaction was to support greater alignment between the DAC and other industry 
development programmes in the country and vice versa, something central to elevating the 
eff ectiveness of development support provided to local suppliers.

Health and Safety at Engen Refi nery and SAB Miller
Health and Safety has become a critical issue for local manufacturers. The cluster has 
focused on H&S through a study tour series in 2014 in order to help fi rms “prevent accident 
and environment incidents through proactive control”. The cluster visited Engen Refi nery 
and SAB Miller in November which allowed delegates to refl ect on their individual 
approaches to Health & Safety.

Engagement and Retention of Talent in SA
Engagement and Retention of employees and their skills is becoming increasingly more 
diffi  cult for fi rms. Toni Acton (HR Executive, MAHLE Behr SA) provided leaders with key 
insights into Management and Retention of Talent in South Africa. Key considerations 
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A Closer Look at the Amended Employment Equity Act
The Durban Automotive Cluster in conjunction with Trade and Investment KZN hosted 
an information sharing session in December. The session focused on an overview of the 
Revised B-BBEE Codes of Good Practice, the amended Employment Equity Act and TIKZN’s 
Export Portal Launch. 

A closer look at the policy items proved to be largely benefi cial for fi rms as both these 
items have large ramifi cations for organisations. The amended Employment Equity Act 
has no transitional period for compliance and thus it is vital for fi rms to ensure that their 
Employment Equity Plans and Report comply with the recently promulgated Act. The 
following are some of the key amendments that were covered:

• Unfair Discrimination
• Burden of Proof
• Equal Pay for Work Of Equal Value
• Medical and Psychometric Testing
• Designated groups and Designated Employers
• Duties of Employer
• Compliance

Local Partnerships Promoting Development and Growth
The Department of Economic Development and Tourism (edtea) aims to promote 
development and growth in the province through implementing programmes such 
as GIJIMA that support local partnerships with an aim to create decent employment 
opportunities. The primary emphasis of the Local Competitiveness Fund (LCF) is to 
encourage partnerships which facilitate private sector investment in sustainable local 
economic development projects. In 2014, the DAC has successfully assisted three member 
fi rms in GIJIMA phase four which provides funding for further localisation and employment.
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The State of the Automotive Industry
The automotive industry is becoming increasingly more onerous for local manufacturers. 
Dr Justin Barnes presented on the state of the automotive industry from a global and local 
perspective. While on a global scale the economic environment has improved, challenges 
still exist and recovery remains sluggish. From a total production perspective, 2014 was a 
year of stasis or even moderate decline for the local auto industry. Benchmarking data has 
reflected key challenges for local suppliers, and in order to address these, the following 
areas require consideration:

•  Growth: Local and regional production strategies that are aligned with domestic     
 market  demand but avoid direct competition with ‘ultra low cost production   
 locations’ such as India and Thailand. 

• Skills: Accelerate expenditure and improve effectiveness of expenditure on training

• Technology: Identify mechanisms for increasing capital expenditure 

Management Development Programme for the 
Automotive Industry
The Durban Automotive Cluster recognised the need for management training in the 
Automotive Industry and in 2010 partnered with the University of Stellenbosch Graduate 
School of Business to provide a customised management Development programme for 
management in the automotive industry. The objective of this customised Management 
Development Programme is to equip automotive managers with the necessary 
competence to not only implement their organisations’ strategic objectives, but to help 
them build their skills in managing people. 

For more information on the workshop, please contact dac@bmanalysts.com
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The question that may be asked here is why? 
Why go to the trouble of customising a management development programme?  
The answer to this is threefold:

1. We can ensure that the content is directly suited for the needs of managers in our 
programme 

2. The DAC has partnered with one of the best Graduate Schools of Business in the Country 
to provide this course in KZN. The Financial Times ranks the USB ED as 68th in the global 
providers of open executive education programmes

3. The Business Driven Action Learning programmes which are a core part of this 
programme enable the delegates to tackle key issues facing the industry. A few of 
the topics that were tackled last year include:

• An assessment of the causes, effects and impacts of absenteeism in DAC member 
organisations and proposals for effective management thereof;

• An investigation into what elements of quality control needs to be built into a new 
project at inception;

• Big Data and Analytics - investigate the risks and limitations of poor data classification 
and management and make recommendations for better use in business;

• Statement: What does the growing support for aluminium can recycling offer the 
informal sector together with aluminium manufacturers?

• How can firms reduce the indirect headcount ratio?
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These project teams are cross functional and consist of people across various automotive 
fi rms which enhances learning and cross pollination of ideas. In 2014, a total of 25 people 
graduated. The DAC MDP class of 2014 were of an incredibly high calibre with an average 
class performance of 70%!  Will Hamel (Smiths Manufacturing) achieved the top results and 
has been rewarded with a weekend away to Cape Town for him and his family! Thank you to 
Hulamin for sponsoring this prize for the top performer of 2014!
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Product Safety Representative

The DAC will be hosting PSB – Product Safety Representative ID 7600 
through Encona Training Academy. Product liability refers to a man-
ufacturer or seller being held liable for placing a defective product 
into the hands of a consumer. Responsibility for a product defect that 
causes injury lies with all sellers of the product who are in the dis-
tribution chain. The 2 day course provided delegates with suffi  cient 
information about the South African Common Law and Consumer 
Protection Act, the German and the US Product Liability Law as well 
as its impact on the supply chain.

If you have missed something important, or would like additional information on any of the 
latest activities, contact the DAC (dac@bmanalysts.com).

14



17

WHAT’S COMING UP
Key activities planned for the quarter ending 31 
March 2015

The DAC Waste Reduction Challenge 2015: 

The DAC has launched a new manufacturing excellence programme in 2015 
to assist firms to improve their operational performance. The programme will 
provide comprehensive manufacturing support through benchmarking, best 
practice study tours, training and peer reviews. Space is limited so contact the 
DAC to sign 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 compo-
nents that will increase plant production volumes, sustain employment and / or strengthen 
the automotive value chain. If fi rms would like one on one support from the cluster, please 
contact the DAC as soon as possible. 

Upcoming Training Opportunities

The DAC has key Training Opportunities available in 2015 at various levels of the organisa-
tion, namely junior management, graduate engineers and team leaders.

Management Development Programme

The DAC will be running the highly successful Management Development 
Programme for the automotive industry again in February 2015. Participants 
should preferably have one to two years of management experience at a junior 
management entry level. The scope and presentation of this programme are 
aligned with the National Qualifications frame work (NQF) level 6. To enrol 
delegates from your organisation, please email the DAC (dac@bmanalysts.com).

Graduate Development Programme

The Graduate Development Programme is aimed at addressing the critical 
shortage of engineering skills within the local automotive industry by focusing 
on recent graduates with engineering degrees or diplomas in either mechanical 
or industrial engineering, developing competencies in line with the industry’s 
requirements. The two year programme is modular, outcomes based and 
provides a senior engineer an external mentor to support the graduates with 
engineering degrees or diplomas in either mechanical or industrial engineering. 

The DAC will be providing an external, experienced engineer to be the mentor 
for all the Graduates enrolled in the programme. The mentor will provide:

• One day training on the modular content per module. This will be done at a 
group level with all graduates participating in the programme.

• Each individual graduate will receive 2 hours of mentoring per month by the 
external mentor at their firm. 

Firms are however still required to ensure adequate onsite line function 
reporting (i.e. the graduate must report to an appropriate manager or senior 
engineer) during the course of the programme.



The DAC will be kicking off a new GDP in February 2015. Firms who are interested in enrolling 
graduates in this should contact us as soon as possible.

Team Responsibility and Competitiveness Evaluation            
Programme

In the modern manufacturing environment, the role of Team Leaders has increased in 
importance. As such, it is important for World Class Manufacturing (WCM) concepts to be 
successfully introduced and implemented at this level. The DAC will be offering supervisor 
and team leader training through the B&M Analysts Team Leader Training Programme in 
March 2015 which is referred to as TRACE.

The TRACE skills programme presents both the theoretical and practical application of 
fundamental WCM principles and is complemented by leadership and project management 
training to support a holistic and comprehensive skills upgrading programme. This 
programme is accredited with MERSETA at NQF level 3.

How can I get involved? Contact the DAC for more information on 
our upcoming activities and find out how you can get involved.

Become a member!

We welcome membership enquiries from automotive manufacturing companies with 
operations in KwaZulu-Natal. 

For further information please either call +27 (0) 31 764 6100 or              
email the DAC (dac@bmanalysts.com).
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www.dbnautocluster.org.za
 Tel: +27 (0) 31 764 6100


