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Upcoming Events

- 3rd EXCO of Financial Year 2016
  (EXCO members only)

Event Details Date Venue

EXCO

Investment
& Growth TSC

Operational
Excellence TSC

Skills Development
& Transformation
TSC

SME Development

- TSC
- The opportunities of closer
  collaboration with UKZN Chemical
  Engineering Departme

- TSC
- Protocor: Legal and compliance
  registers for 2016
- edtea: amendments of sect 30.

- TSC
- The proper management of strikes
  and secondary strikes, Michael
  Maseo, Partner, Shepstone & Wylie

- People & productivity management
- Strategy into Action
- Waste reduction & operational
  excellence management

17 February
(08h30 - 11h30)

15 February
(14h30 - 16h30)

03 February
(08h30 - 11h30)

23 February
(08h30 - 11h30)

20 January
27 January
03 February
10 February

UKZN

Ferro 
Coating
Resins

BMA, Kloof

BMA, Kloof

Garden
Court Hotel,
Marine
Parade

MORE
INFO?

Contact the DCC: 
dcc@bmanalysts.com

or click here
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TRACE
(Team Responsibility And Competitiveness Evaluation Programme)

FREE Team Responsibility 
And  Competitiveness 
Evaluation  Programme

Launch Date:  Wednesday 02 March 2016

Course Duration:  8 weeks (one day formal off-line training per week)

Cost:    Free (limited numbers)

Qualifi cation:          NQF level 3 – 59 credits towards National Cert. Pro 
                         -duction Technology

RSVP:    Wednesday, 10 February 2016

The DCC is again offering accredited TEAM LEADER TRAINING free 

to DCC members. This accredited skills programme presents both the 

theory and practical application of fundamental World Class Manufac-

turing principles. It is complemented by leadership and project man-

agement training to support a holistic and comprehensive skills up-

grading programme. Space is limited and bookings are essential. For 

further information regarding the TRACE programme, please contact 

Terry Govender (031 764 6100 or dcc@bmanalysts.com).
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Feature article 

A WORD 

FROM OUR 

CUSTOMERS
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Feature article 1: 
A WORD FROM OUR CUSTOMERS

Introduction 

The Durban Chemicals Cluster (DCC) has consolidated and 
reviewed the data of the customer benchmarks conducted 
for its member firms in 2015. The key findings of this analy-
sis are presented below. The analysis will be of great value 
to DCC member firms as the data highlights the common 
challenges and opportunities being faced by participating 
member firms. The study will also serve as a likely proxy for 
the broader member base. 

Importance ranking of criteria 

Customers are first asked to rank the importance of 13 stand-
ard key performance criteria. From the customer require-
ment assessment most customers indicated that:

• Conformance to standards and Quality were the most 
important factors to them. 

• Price was the fourth highest ranking criteria, behind 
Communication flow.

• Process innovation capacity and New product develop-
ment ranked third and second to last in importance. 

• Geographic proximity was the least important factor. 

Given the high specification of product required the focus on 
Quality is not surprising. For Price to be ranked behind Com-
munication flow indicates the importance of service factors 
to customers. Low ranking of Process innovation capacity 
and New product development indicates a relatively low 
growth sector and that Geographic proximity is ranked last 
indicates that firms are not supplying far flung markets in 
significant volumes.

Supplier performance rating versus customer 
demands

Customers are then asked to rate the firm’s performance 
against the 13 standard performance criteria. Results from 
supplier performance ratings indicated that: 

• Firm performance on Price is the largest gap at -1.51 vs. 
customer demands. 

• Delivery reliability has the second largest gap at -1.27, 
with Delivery frequency the second smallest gap at 
-0.31.

• Responsiveness to problems after delivery has the third 
largest gap at -0.98, closely followed by Communication 
flow.

About the customer benchmark 

The customer benchmark is one facet of the benchmark 

methodology employed to assess firm level competitiveness. 

The other aspects of the benchmark methodology include an 

operational and financial benchmark, a process benchmark 

and a management interview. These five data sources are 

incorporated and compared to local and international datasets. 

A report and commentary is generated and presented to a firm’s 

management team and serves as a strategic planning tool. This 

service is provided at no additional cost to all DCC members. 

The customer benchmark element is conducted via email and 

telephone. The firm provides a list of their customers, focused 

on the more important customers and they are contacted for 

a survey that takes approximately 10 minutes. We ensure that 

we secure responses from at least eight customers or ensure 

that the customer responses received make up at least 80% of 

the firm’s turnover to ensure a representative sample. Customer 

responses received are treated with the strictest of confidence 

and aggregated in the final report presented to the firm.
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That customers should be most critical on firms on Price is 
not surprising although its ranking of fourth indicates that it 
is not generally a deciding factor. That Delivery reliability has 
a large gap and Delivery frequency a small gap shows that 
reliability should remain the focus compared to expensively 
increasing frequency of deliveries. The importance of the ser-
vice factor Communication flow and relatively poor perfor-
mance points to this being an area of focus for 2016. 

Customer benchmark index (CBI)

The CBI consolidates the 13 performance factors along 
four dimensions; Cost, Quality, Delivery and Services. These 
dimensions are weighted according to their relevant impor-
tance and are 40, 20, 20, 20 respectively. 

There was a slight deterioration in the average customer 
benchmark index in 2015 as compared to 2014. The reasons 
were:

• Cost improved by 2%

• Quality deteriorated by 1.66%

• Delivery reliability deteriorated by 3.62%. 

• Services deteriorated by a marginal 0.4% and would have 
been negatively affected by worsening Delivery.

DCC firms remained on aggregate 1.04% ahead of 
competitors:

• DCC trailed competitors by  3.91% on Cost

• DCC was ahead of competitors by 2.59% on Quality

• DCC was ahead of competitors by 2.99% on Delivery

• DCC was ahead of competitors by 7.44% on Services 

Delivery reliability deteriorating by 3.62% is notable given 
its importance (at second of 13 factors) and amplifies the 
importance of focus on improving it. Improvement on Cost 
is positive especially given that it is the only facet where DCC 
firms trail competitors. The large gap between DCC firms and 
competitors on Services is notable as this large gap proves 
the perceived premium that customers are willing to pay to 
DCC firms. Compromise on Service would lessen the willing-
ness to pay this perceived premium to DCC firms

Customer feedback

The customer feedback analysis indicated that 46% of cus-
tomers reported that the competitiveness of DCC firms had 
improved over the last 12 months, 46% reported no change 
(not critical given generally high ratings) with only 8% report-
ing deterioration. 

Feedback also showed that 40% of customers reported that 
DCC firms had improved relative to similar suppliers over the 
last 12 months, 49% reported no change and 11% that DCC 
firms had deteriorated relative to similar suppliers.

Positively, 100% of respondents view DCC firms as long term 
suppliers.

The Profile of relative importance to customers’ measure 
indicates that participating DCC member firms have a high 
share of their customers’ wallets. The share of wallet is 97.3% 
or more for the top 25% of customers. For the lowest 25% of 
customers, share of wallet is 60%. While 80% of customers are 
willing to increase the allocation of their total buy currently 
supplied, the ability to grow, even with customers where 
their share is relatively low, is limited. This is due to share of 
wallet at the lower end being 60% and that many customers 
would want to maintain a multiple sourcing procurement 
model for price and risk reasons amongst others. 

While 91% of customers indicate that they would increase 
volumes of products currently supplied, for the reasons 
stated above, in practice this goodwill will not translate into 
higher volumes.

Of more opportunity is that 87% of customers would look 
to increase order volumes by expanding the range of prod-
ucts currently sourced. Positive too is that 90% of customers 
would increase volumes by working with firms to develop 
new products.

Overall, DCC firms are either improving or maintaining good 
performance levels and generally improving or maintaining 
their competitive positions. Significant growth will however 
be constrained through a business-as-usual approach as 
share of wallet growth is limited due to a high share of the 
local market. 

Selling more of the current basket to existing customers is 
one growth opportunity. 

While ranked lowly in importance criteria Process innova-
tion capacity and New product development are in fact key 
to unlocking significant growth opportunities with existing 
customers. 

Investment in R&D will also need to be increased. The search 
for new markets must also rank highly as a growth strategy, 
especially in nearby high growth sub-Saharan African mar-
kets.

 “Overall, DCC 
firms are either 

improving or main-
taing good perfor-
mance levels and 
generally improv-

ingAor maintaining 
their competitive 

positiions ”
05



The draft carbon tax bill released for comment on 02 No-
vember last year should have caught the attention of the 
chemicals industry. The National Treasury has indicated that 
it will stand firm on implementing the tax from 01 January 
2017 therefore the DCC will be covering this important issue 
in more detail in 2016. We will unpack the implications of 
this tax on members, review the policy in detail, share tools 
to measure the impact and explore mitigation measures and 
best practices to reduce members’ exposure to increased 
costs.

The South African government has committed to significant 
greenhouse gas emissions (GHG) reductions: 34% by 2020 
and 42% by 2025 against a ‘business as usual’ base.  Signifi-
cant effort and associated policies, frameworks and financial 
instruments to support these commitments are required for 
these targets to have a chance of being met.

A carbon tax is seen by many as a simple opportunity to in-
crease the tax base. Supporters however see it as the simplest 
mechanism to send required price signals to change behav-
iours and stimulate investor appetite to shift towards a low 
carbon economy. Local advocates against a carbon tax note 
reasons against it including – 

• South Africa is a low level contributor to global carbon 
emissions at less than 2 per cent. While potentially dam-
aging to South Africa, any impact on overall emissions 
levels will be negligible

• South Africa would be the first developing country to 
introduce such a tax, before many developed countries, 
including the USA, putting South Africa at a significant 
competitive disadvantage

• The South African energy sector is highly regulated so 
the tax will be ineffective in changing the energy mix 
and merely pass higher costs onto consumers

The carbon tax does however appear to be a certainty so as 
introduction to its features………

• It will be phased in to allow for smooth transition in 
adapting to a lower carbon economy. The first phase is 
scheduled to run up to 2020

• Only entities with a thermal capacity of approximately 
10MW will be liable for the tax in the first phase

• The initial marginal tax will be R120 per tonne of CO2e 
(carbon dioxide equivalent), the effective tax rate is much 
lower at between R6 and R48 per tonne as a threshold 
of 60% will apply below which tax is not payable and as 
additional tax-free allowances apply:

o    An additional 10 per cent for process emissions

o    An additional allowance for trade exposed sectors, to a       
       maximum of 10 per cent..

o    An additional allowance of up to 5 per cent based on         
       performance against emissions intensity benchmarks.             
       These benchmarks are to be developed

o    A carbon offset allowance of 5 to 10 per cent, sector      
       dependant 

o    An additional 5 per cent tax-free allowance for partici  
       pants in phase 1 of the carbon budgeting system

o     The combined effect of all of the above tax-free thresh  
       olds will be capped at 95 per cent

• The waste and land use sectors are excluded from the 
tax base for phase 1 due to the complexity of emissions 
measurement

• The tax base comprises emissions from fossil fuel com-
bustion, emissions from industrial process and product 
use and fugitive emissions

• The GHGs covered include carbon dioxide, methane, 
nitrous oxide, perfluorocarbons, hydrofluorocarbons and 
sulphur hexafluoride

• Carbon tax on liquid fuels will be imposed as an addition 
to the current fuel taxes

• For taxation on stationary emissions, reporting thresh-
olds will be determined by source category as stipulated 
in the National Environmental Air Quality Act

• The carbon tax will be administered by the South African 
Revenue Service

Feature article 2: 
INTRODUCTION TO THE DRAFT 
CARBON TAX BILL
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Feature article 3: 
14 INCENTIVES AVAILABLE TO THE SECTOR

There are a number of incentives available to the chemicals sector but many DCC mem-
bers do not have knowledge of all of what is available. A document outlining these incen-
tives to help industry members access what is available has been developed and is freely 
available. A summary of the 14 fiscal incentives available have been included here.

 1.      Innovation support

 2.       Investment support

 3.       Preferential funding

 5.      Export Support

 6.      Project development support

a)  Support Programme for
      Industrial Innovation

a)   Section 21l Tax Allowance
      Incentive (12l TAI)

b)  Sector Speci�c Assistance
      Scheme (SSAS)

a)  Development Bank of
      Southern Africa (DBSA) -
      The Green Fund

a)  Employment Tax Incentive 
     (ETI)

b)  Mandatory Grant
      The Chemical Industries
      Education & Training Authority 
      (CHIETA).

a)  The Manufacturing 
      Competitiveness
      Enhancement Programme 
      (MCEP)
 

a)  Export Marketing and 
      Investment Assistance (EMIA)EP)
 

d)  SEZs

b)  Technology and Human
      Resource for Industry
      Programme (THRIP)

c)  Seda Technology
     Programme
     

To promote and assist technology development in the African 
chemicals industry

To promote enterprise competitiveness and job retention.

Currently suspended

To support research on technologies to develop the competitieness 
of South African industry.

To increase accessibilty to, and utilisation of technologies and technical 
support for small enterprises.

To increase investement in manufacturing assets, to improve the 
productivity of the South African manufacturing sector.

To co-�nance projects by public, private and non-governmental 
organisations that will signi�cantly contribute to job creation.

To encourage employers to hire young and less experienced work seekers.

To develop new export markets to stimulate job creation.

To provide for skills growth in the chemical industries 
 sector.

To support sustainable growth in Kwazulu-Natal by �nancing private
sector projects that drive economic success, stimulate job creation, 
promote BBBEE and reduce inequality.

b)  The KZN Growth Fund

a)  Technical Assistance Fund

To support sustainable growth in Kwzulu-Natal by �nancing private 
sector projects that drive economic success, stimulate job creation, 
promote BBBEE and reduce inequality.

To partially compensate exporters for costs incurred in respect of
activities aimed at developing export markets for South African products.

To provide technical assistance funding to businesses located in KZN 
which are in the process of developing a larger business opportunity.

SEZs are geographically designated areas of  a country set aside for 
speci�cally targeted economic activities, supported through special 
arrangements (that may include laws) and systems that are often 
di�erent from those that apply in the rest of the country.

08



DCC Newsletter Jan - Mar 2016

RECENT
EVENTS

“Nine member firms joined the          
  DCC for a tour of the Bakers plant  
  on 18 November 2015”

“Four DCC member firms joined the Dur-
ban Automotive Cluster at Toyota Tsusho 

Africa on 15 October 2015“
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Recent Events

11 member firms joined the DCC and Deloitte for an Invest-
ment and Growth programme TSC and workshop on 09 No-
vember 2015. Deloitte’s Directors Newton Cockcroft (Incen-
tives Research and Development Leader) and Patrick Earlam 
(Manufacturing Chemicals Leader) shared with DCC members 
the benefits of the Sect. 11D research incentive, amongst oth-
ers and practical advice on how to access them. 

Nine member firms joined the DCC for a tour of the Bakers 
plant on 18 November 2015 where the Bakers risk control 
team shared their practices, specifically around maintaining 
low chemical oxygen demand (COD) levels. A thorough tour 
of the plant, which was at that time running at maximum 
capacity for the peak festive season demand, was also facili-
tated.

Four DCC member firms joined the Durban Automotive Clus-
ter at Toyota Tsusho Africa on 15 October 2015 to hear from 
the University of Stellenbosch – Department of Logistics, who 
presented the latest results of this national cost measure-
ment and the trends that influence these costs – from the oil 
price to outsourcing to the impact of modal strategies and 
infrastructure development. 

On 22 October 2015 the DCC hosted a Skills and Transforma-
tion Programme TSC, additionally hearing from participants 
in the 2015 DCC Trace course and DCC Graduate Develop-
ment Programme as to their experiences and the value that 
they derived from participation. Sarah Shuttleworth pre-
sented on “Unleashing potential through capability building” 
to inspire HR practitioners as they headed into the final few 
weeks of the year.

If you would like additional information on any of the 
events above, or have missed a presentation that you would 
like to receive electronically, please contact the DCC at                   
dcc@bmanalysts.com
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About us

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 

chemicals manufacturing companies 
with operations in KwaZulu-Natal

For further information please either 
call +27 (0) 31 7646100 or email the

DCC (dcc@bmanalysts.com).

Membership Information



+27 (0) 31 7646100 
www.durbanchemicalscluster.org.za. 


