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RECENT EVENTS
Event

Details

Safety, Health,
Africa’s largest Coca-Cola bottler,
Environment, Quality Coca-Cola Beverages South Africa
(SHEQ) Session
(CCBSA) shared their experience
in managing a R200m+ plant
upgrade and expansion while
maintaining world class health
and safety standards and a full
production schedule.
Durban Chemicals
Summary of programme process
Cluster Executive
as per the DCC business plan.
Committee Meeting
Practical Approaches IBIS Consulting Group, together
to Compliance and
with Webber Wentzel law firm
Legal Insights on the provided insight to help firms
Contaminated Land
manage their environmental
Regulation in South
liabilities before, during and
Africa
post-operation on industrial
sites.
Driving operational
Members were offered insight
efficiencies through
into the best practices of
skills upgrading
recruitment, assessment and the
talent pipeline to ensure that the
best candidates enter the local
chemicals industry. Members
received more information on
the DCC learnerships and the
programme’s roll out for 2017.
The dti Black
The dti provided information on
Industrialists Scheme the guidelines, criteria to qualify
(BIS) Workshop
and the application process for
the BIS.

Date
17 October 2016

Venue
CCBSA
70 Aberdare Drive
Phoenix Industrial
Park

27 October 2016

NCS Resins
9 Pineside Road
New Germany
08 November 2016 Air Liquide
1B Baltex Road
Isipingo

21 November 2016 B&M Analysts
5 Bellevue Road
Kloof

23 November 2016 B&M Analysts
5 Bellevue Road
Kloof

Firms interested in becoming involved in the 2017 events or wanting further information on any of
the events listed above are encouraged to contact the DCC facilitation team:
dcc@bmanalysts.com, 031 764 6100
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South African Chemicals Sector
Strategy Development
A new outlook for the chemicals industrye recent DCC’s Investment and Growth TSC saw p
The chemicals manufacturing sector is a strategically important one given that it employs over 150 000 people in South
Africa. Despite the growth in the domestic sales of chemicals, the South African chemicals manufacturing sector sits
currently in a challenging position. The industry has seen a dramatic rise in imports and a sizeable negative trade balance,
which make it clear that local producers are struggling to compete with global markets. Increased competition for local
demand has marginalised local producers who have been unable to successfully harness the growth opportunities
associated with the expansion of the domestic chemicals market. Additionally, the decline in exports is suggestive that
domestic manufacturers have found it increasingly difficult to compete successfully in export markets.
The Industrial Development Corporation (IDC) has identified that the lack of a current strategy for the chemical sector
is a short coming that inhibits the development of the industry. In order to promote the resurgence of the chemicals
manufacturing sector, it was decided that a comprehensive and holistic plan be developed. This strategy shall provide
a framework to allow the industry to take better advantage of the local market demand growth and translate this into
increased manufacturing value add.
Durban Chemicals Cluster (DCC) facilitators, B&M Analysts, have secured the bid to develop the Chemicals Sector Strategy
with the IDC. DCC members will be afforded the opportunity to provide insight into the development of the strategy and
provide meaningful feedback that can positively impact the future of the sector. The success of a sector strategy relies
heavily on industry input and should be industry-led. Together with industry, the project team from the IDC and other
stakeholders, B&M Analysts shall make every effort to ensure that this strategy is a workable, forward-thinking and
comprehensive plan that benefits all chemicals manufacturing members.
The chemical manufacturing sector strategy will comprise of a critical review of current policy, initiatives and incentives
undertaken to support the industry, the development of a short term (5 year) and long term (5 to 10 year) strategy, and
also the defining of a funding model to support the effective execution of the plan.
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THE INVESTMENT CLIMATE IN
SOUTH AFRICA
What is changing and what is driving (dis)investment?
A review of corporate financial reporting highlighted the perception that very high
cash holdings by South African firms has been a persistent problem in the economy
in recent years. In 2014, and for the first time in many years, local companies
invested more outside the country than foreign companies invested in South Africa.
Given the significant impact that the national investment climate has for South African manufacturers, B&M Analysts
recently conducted research for the Department of Trade and Industry (the dti) on factors driving domestic and outward
investment trends, factors influencing firms’ investment decisions and local firms’ investment plans for the next five years.

A country’s investment climate refers to the economic and financial conditions that affect individuals’ and businesses’ willingness to lend money and acquire a stake in the businesses operating in that
country. It is affected by poverty, crime, infrastructure, workforce, national security, political instability,
regime uncertainty, taxes, rule of law, property rights, government regulations, government transparency and government accountability.
Gross fixed capital formation (GFCF) is a measure of investment and is defined as the acquisition and creation of assets (including purchases of new or second-hand assets) by producers for their own use, minus disposals of produced fixed assets.
The relevant assets relate to products that are intended for use in the production of other goods and services for a period
of more than a year. South Africa’s GFCF as a share of GDP has grown since 1995 and grew to 20.3% by 2014. However, in
absolute Rand terms, GFCF has declined by 16.8% from R562.4bn.
Figure – GFCF as a percentage of GDP by region

While still higher than the
average of sub-Saharan
markets, GFCF as a percentage of South Africa’s Gross
Domestic Product (GDP)
has seen a decline in recent
years.
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Figure 2: South Africa’s Business Confidence Index

The Bureau for
Economic Research
releases BCI results
approved by Ernst
and Young. The results show a declining
business confidence
from 2006 to 2015. A
low business confidence is indicative
of low investment
potential.
Gross savings have also come under pressure in the most recent decade and have fallen to 14.9% of the country’s gross
domestic product (GDP) in 2014. When savings levels decline, financing for investment must come from international borrowing instead, rendering the country reliant on external inflows of investment to support growth. General government
expenditure has contributed to a net dissaving, but savings by households have also been negative. Household saving has
declined from negative R19.5 billion in 2006 to negative R55.0 billion in 2015 (current prices).
Capital expenditure figures for the first quarter of 2015 reveal a similarly worrying picture. Capital expenditure fell by
9.3% (approximately R9 billion) between the final quarter in 2014 and the first quarter of 2015, with mining and quarrying
seeing a 28% drop, while manufacturing fell by 14.5%.

Key conclusions of the study
•

South Africa’s investment climate cannot be understood in a vacuum. The country is competing with a range of potentially compelling developed and developing economy opportunities.

•

Corruption, political and regulatory instability, labour regulation, and crime, theft and disorder, are the most significant weaknesses of South Africa’s investment climate.

•

There are definite risks and uncertainties associated with doing business and investing in South African markets.
Firms need to understand risk-mitigation strategies and how those opportunities can be used. However, it is important to note that SA has strengths relative to sub-Saharan Africa.

•

Due to global competition, capital can go anywhere. In a global economy, there is no option but to invest in efficiencyenhancing technologies in order to remain viable and ensure survival of firms.

What does this mean for the regional chemicals industry?
•

Little can be done at firm level to curb the negative consequences of a volatile political climate. 2017 is likely to be a
difficult year for all manufacturing sectors. Economic growth predictions show a growth rate of 0% moving forward
and this will have a negative impact on demand.

•

Firms need to focus internally on reducing waste and costs and improving efficiencies in a tough economic climate.

•

African markets remain untapped potential spaces for South African chemicals manufacturers. Looking to develop
relationships with new customers can increase demand for products which may be subject to stagnant demand
domestically.
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AFRICAN MARKET
PROFILES
Export opportunities across our
continent
The Durban Chemicals Cluster (DCC) undertook to
investigate potential new African markets for KwaZuluNatal chemicals products from its prominent value
chains. The four value chains selected were (VC1)
coatings, inks, adhesives and dyes, (VC2) resins and
polymers, (VC3) pulp and paper and (VC4) water
treatment. This report, to be finalised and released by the
close of 2016, profiles African countries with significant
growth potential for the KwaZulu-Natal chemicals
exporters.
The DCC identified a number of African markets as
strategic growth economies for chemicals exports
in 2012. The DCC has further identified that there is
undoubtedly room to grow the value of chemical exports
from KwaZulu-Natal to the larger economies of subSaharan Africa through the comparison of gross domestic
product (GDP) and chemical exports from KwaZuluNatal. Nigeria, Kenya and Angola are the three largest
economies (by GDP and excluding South Africa) in subSaharan Africa. However, Nigeria ranks only 10th in terms
of African markets for KwaZulu-Natal chemical exports
and Angola 8th in this regard. Kenya does not currently
appear in the top 10 markets for KwaZulu-Natal chemical
exports to Africa. Given the size and growing nature of
these African economies, it is safe to assume that there is
untapped potential for export into these markets.
The upcoming report provides the following information
on a per country basis:
•

Demographic and economic data, including
population size and growth, GDP, compound average
growth rates and the ease of doing business ranking;

•

Notable trade agreements to which the country is a
member;

•

Costs and timing of border compliance procedures
and documentation in comparison to a subSaharan African average and an average of high
income Organisation for Economic Cooperation and
Development (OECD) countries;

•

Import and export documents required;

•

Principle ports and port sizes;

•

Chemical imports and export data in terms of total
value, trade balance; growth in value, South Africa’s
percentage contribution to imports and the current
primary exporter to that country;

•
•

Top five chemical imports by value and growth in
value; and
Potential customers and distributors per value chain.

A brief summation of the information presented in the
document can be provided in the tables below. The
completed document will be available from the DCC
before the end of 2016.
Profile of the Kenyan Economy
Kenya
Population

46 050 302

GDP (USD Billion current price) (2016)

63,398

GDP (USD Billion current price) (2010)

40,000

CAGR (2005 – 2015)

7,98%

GDP Growth Projection (2017)

6,2%

Capital City (Population)

Nairobi (3,1 million)

Economy

Lower middle income

Ease of Doing Business Rank (2016)

108 (n=190)

Ease of Doing Business Rank (2015)

129 (n=190)

Projection Ease of Doing Business Rank (2017)

92 (n=190)

Port

Mombasa

Compound Average Growth in Chemicals
Imports (year-on-year) (2011 – 2015)

5%

Chemicals Trade Balance (USD thousand)

-2 137 111

Profile of the Nigerian Economy
Nigeria
Population

182 201 962

GDP (USD Billion current price) (2016)

481,066

GDP (USD Billion current price) (2010)

369,062

CAGR (2005 – 2015)

4,52%

GDP Growth Projection (2017)

3,48%

Capital City (Population)

Lagos (7,9 million)

Economy

Lower middle income

Ease of Doing Business Rank (2016)

170 (n=190)

Ease of Doing Business Rank (2015)

170 (n=190)

Projection Ease of Doing Business Rank (2017)

169 (n=190)

Port

Lagos Tin Can Island

Compound Average Growth in Chemicals
Imports (year-on-year) (2011 – 2015)

2%

Chemicals Trade Balance (USD thousand)

-5 828 871

Profile of the Angolan Economy
Angola
Population

25 021 974

GDP (USD Billion current price) (2016)

102,643

GDP (USD Billion current price) (2010)

82,471

CAGR (2005 – 2015)

3,71%

GDP Growth Projection (2017)

3,08%

Capital City (Population)

Luanda (2,8 million)

Economy

Upper middle income

Ease of Doing Business Rank (2016)

182 (n=190)

Ease of Doing Business Rank (2015)

181 (n=190)

Projection Ease of Doing Business Rank (2017)

182 (n=190)

Port

Luanda

Compound Average Growth in Chemicals Imports (year-on-year) (2011 – 2015)

0%

Chemicals Trade Balance (USD thousand)

-1 438 656

THE BLACK INDUSTRIALISTS SCHEME
(BIS)
Benefitting from the Department of Trade and industry’s Incentives
On 23 November 2016, Durban Chemicals Cluster (DCC) members were given the opportunity to attend a workshop on
the Black Industrialists Scheme (BIS) which is offered through the dti. This articles summarises key aspects of the scheme
and highlights how DCC members can stand to benefit.
The BIS is an incentive scheme of the Black Industrialists Policy and is primarily geared towards manufacturing,
industrialisation and inclusive economic growth. The policy and the programme are a key part of government’s broad
industrialisation intitiatives to expand the industrial base and participation of Black Industrialists in manufacturing
activities and the economy.

The objectives of the BIS are to:
•

Accelerate the quantitative and qualitative increase and participation of Black Industrialists in the national economy,
selected manufacturing sectors and value chains; as reflected by their contribution to growth, investment, exports
and employment; and

•

Create multiple and diverse pathways and instruments for Black Industrialists to enter strategic and targeted
manufacturing sectors and value chains.

Who is a Black Industrialist?
A Black Industrialist refers to a juristic person that includes co-operatives, incorporated in terms of the Companies Act
that is owned by black South Africans as defined by the Broad Based Black Economic Empowerment (B-BBEE) Act, who
creates and owns value adding industrial capacity and provides long-term strategic and operational leadership to a business. A Black Industrialist can also be a natural person.
The following are characteristics of a Black Industrialist:
•

High levels of ownership (>50%);

•

Dominant black ownership and management control may be considered for projects that are deemed strategic by
the dti, but may need to include other shareholders in order to attract relevant skills, finance and scale-up the investment opportunities;

•

Exercises control over the business;

•

Takes personal risk in the business;

•

Does business in the manufacturing sector; and

•

Makes a long term commitment to the business and is a medium to long term investor.
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What are the mandatory conditions for applicants?
The applicant must comply with the following conditions:
•

Be a registered legal entity in South Africa in terms of the Companies Act, 1973 or the Companies Act, 2008; the Close
Corporations Act, 1984 or the Co-operatives Act, 2005;

•

Be a taxpayer in good standing and must, in this regard provide a valid tax clearance certificate at assessment as well
as before the grant is disbursed;

•

Be involved in starting a new operation or in expanding or upgrading an existing operation or the acquisition of an
existing business / operation;

•

Be aligned to the productive sectors of the economy within the identified sectors;

•

Have greater than fifty percent (>50%) shareholding and management control;

•

Have a valid B-BBEE certificate of compliance;

•

Be directly involved in the day-to-day running of the operation and must have requisite expertise in the sector;

•

Have a project with a minimum investment of R30 000 000; and

•

Undertake a project which should result in securing or increasing direct employment.

In addition to the mandatory conditions, the Black Industrialist will have to achieve at least four (4) of the following criteria
to participate in the programme:

Economic Benefit Criteria for the Black Industrialists Scheme
Criteria

Description

Employment

Securing, retaining or increasing direct employment

Market Share

Securing market share for the new business/operation OR
Increasing market share for an existing business/operation

Quality Improvement

Reduction of relative prices and/or increasing the quality of products to consumers

Green Technology and
Improvements

Savings or better utilisation of energy or materials and/or cleaner production
improvement and/or waste management improvement and/or water usage
improvement and/or use of renewable energy

Localisation

Increasing the localisation or production activities (diversification and exports)

Regional Spread

Projects should be located in rural areas or areas with unemployment higher
than twenty five percent (25%)

Personal Risk

Demonstrate own financial and/or non-financial contribution to the business

Empowerment

Achieve at least a Level Four (4) BBBEE contributor status as per the revised
B-BBEE codes of good practice published in October

Resource Efficiency
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What is the BIS grant offering?
The BIS offers a cost sharing grant ranging from 30% to 50% to approved entities to a maximum of R50 000 000. The maximum grant of R50 000 000 may be fully utilised on capital investments or can be split between Capital investment and other
support measures. The quantum of the grant will depend on the level of black ownership and management control, the
economic benefit of the project and the projected value. The BIS offers support on a cost-sharing basis towards:
•

Capital investment costs;

•

Feasibility studies towards a bankable business plan (to the maximum of 3% of projected investment project cost);

•

Post-investment support (to the maximum of R2 000 000); and

•

Business development services 9 to the maximum of R2 000 000

Application requirements:
•

A fully completed and signed assessment form (applicants are requested to contact the dti before completing the
form);

•

B-BBEE Certificate;

•

Completed business plan;

•

Tax clearance certificate;

•

Incorporation certificate;

•

Latest audited annual financial statements, for existing entities; and

•

Financial projections for three years.

Requirements to be submitted with the claim form:
•

Latest audited/independently reviewed financial statements for the entity not older than 18 months;

•

An original valid tax clearance certificate of the entity;

•

Written confirmation of the bank details where payment must be made; and

•

A certificate of compliance with the Code of Good Practice for B-BBEE

How can DCC members benefit?
Manufacturers can benefit from this incentive by:
•

Developing or owning shares in a black-owned supplier;

•

Developing or owning shares in a black-owned business; and

•

Selling shares to a Black Industrialist.

What should you contact?
Black Industrialist entities wishing to apply for funding should contact the dti for guidance on completing the assessment
form and supporting documents. Fully completed assessment forms must be submitted to the dti for pre-assessment and
consideration for approval before commencement of the investment project. Should there be no financial closure for the
BIS project within 90 days after grant approval, the BIS grant approval will be cancelled or withdrawn.

Enquiries:
bienquiries@thedti.gov.za
012 394 1650
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DCC SKILLS AND DEVELOPMENT
PROGRAMMES
Learnership Opportunity
The DCC is pleased to announce that it has been awarded support by the Chemical Industries Education and Training
Authority (CHIETA) for 30 non-artisan employed learnerships. This is based on the discretion¬ary grant applications made
by the DCC and recently announced by the CHIETA. The programme will begin early 2017 but participant confirmation,
learner registration and other administration will be completed in 2016.
Modules to be delivered are:
•

Lean Manufacturing;

•

Continuous Improvement and problem solving;

•

5S;

•

Communication and Visual Performance Management;

•

Production Flow;

•

Planning and Execution;

•

Total Quality Management;

•

Total Productive Maintenance;

•

Project Management; and

•

Leadership.

Firms interested in taking part are encouraged to contact the DCC facilitation team:
dcc@bmanalysts.com

Innovations Training for Small, Medium and Micro Enterprise (SMME)
Strong competition, rising input costs and a tough economic climate, forces small business owners into
‘reinventing’ themselves, their products and processes in order to retain or gain market share. Therefore innovation is directly linked to the long-term sustainability of a company.
The DCC has received funding from the Chemical Industries Education and Training Authority (CHIETA) to conduct an accredited skills and training programme with SMME Chemicals Manufacturers. The DCC has identified innovation as a key area for
development and training amongst SMMEs in the sector. Training in innovation and innovative thinking, tools and techniques
will assist businesses in creating environments conducive to continuous improvement and positive change.

DCC members are encouraged to nominate SMME firms for participation in this NQF Level 5 (6
credits) programme by contacting the DCC facilitation team.
Contact the DCC by email or phone: dcc@bmanalysts.com, 031 764 6100
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about the dcc
The Durban Chemicals Cluster (DCC) is a Public-Private Partnership between the
eThekwini Municipality and local chemicals firms that focuses on developing
the competitiveness of the chemicals 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 Durban Chemicals Cluster please visit www.
durbanchemicalscluster.org.za.

About the eThekwini Municipality
Funding for the DCC is 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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BECOME A MEMBER
We welcome
membership
enquiries
from chemical
manufacturing
companies with
operations in
Durban and
surrounds.

For further information please either call +27 (0) 31 764 6100
or email the DCC dcc@bmanalysts.com.
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d c c @ b m a n a ly s t s . c o m
+27 (31) 764 6100

