reduce the number of makes and models in order to reduce the cost of production to compete in
global market place (Black, 1994: 71).

Capacity utilisation levels in the car manufacturing industry has declined sharply since 1996
with the implementation of tariff reduction through the MIDP (NAAMSA, 2002: 7; Department
of Trade and Industry, 2003a). The low level of capacity utilisation in the automobile
manufacturing sector will impact negatively on the cost of production and profits of the industry.

Lower-priced products dominate the domestic demand for cars, while competition has also
increased in the domestic market. These trends impact negatively on economies of scale and
production in the South African automobile manufacturing sector after the introduction of the
trade liberalisation policy in 1994 (Black, 2001: 4).
South African automobile manufacturers do not have sufficient sophisticated technology to
compete with global competitors and are mainly dependent on foreign technology. South
African automobile manufacturers have a number of weaknesses with regarding to technological
capacity to compete with global competitors (Black, 1994: 17).

Total investment has increased continuously to R2, 078 m in 2001 from 388.5 m in 1995.
Ironically, however, the total production level has been declining from year to year since 1996
after the tariff reductions due to increased imports (NAAMSA, 200223; Department of Trade and
Industry, 2003a). Barnes and Kaplinsky (2000b: 213-214) argue that investment levels are not
sufficient compared with other developing countries to develop and upgrade new capacity. Poor
performance is the major reason hindering the increase of foreign investment in the South
African automobile manufacturing sector.

The introduction of the MIDP in 1995 brought about changes in the ownership structure of
automobile manufacturers in South Africa over the last few years (Mthimkhulu and Furlonger,
2001:42). All domestic automobile manufacturers are now at least partly controlled by TNCs,
except the German subsidiaries. These changes in the ownership structures of automobile
manufacturers clearly indicate that most local automobile manufacturers are gradually coming
under control of TNCs after the establishment of the MIDP in 1995. Parent companies have
control over the production, technology and marketing activities of South African automobile
manufacturers (Black, 2000: 405).
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stakeholder analysis into the decision-making process. The future success and outcome of an
organisation's strategy is the collective result of all the force brought to it by its stakeholders. The
validity of a strategic plan always depends on the actions and influence of the stakeholder of an
organisation. The organisation must therefore consider each stakeholder group to make its strategy a
success. The stakeholder analysis must be included to test the overall soundness of the strategy
(Rowe et al., 1986: 107). Hatten and Hatten (1987: 112-113) argue that management must recognise
the full range of actual and potential stakeholders' pressures and identify the objectives and
strategies of particular stakeholders. This would enable management to construct effective strategies
to achieve its objectives. Decision-makers have to study how that firm's strategy affects
stakeholders' success and how their interest I strategy affects the firm's strategy. Management
should evaluate the positive and negative effects of stakeholders into the decision-making process
(Goodpaster, 1993: 234). The identification of stakeholders that are the current most important
stakeholders is the first step of the stakeholder analysis. The support of the stakeholders, especially
key stakeholders, is essential in order to implement a strategy in the marketplace (Hatten & Hatten,
1987: 115). The strategic plan cannot be successful without the support of the various groups of
people that have stakes in the organisation.
3.4.2.1.6Identifying stakeholder issues and conflicts
An organisation will be damaged seriously when conflict arises between it and one or more of its
stakeholders. Management must make continuous efforts to identify and assess the issues and
conflict between the organisation and its stakeholders in order to avoid the negative impact of
conflict with stakeholders. The stakeholder analysis or management approach is essential for the
long-term interests of a business to create positive, non-adversary relationships with stakeholders.
Immediate mediation is needed to resolve conflict with stakeholders. The stakeholder analysis
enables the firm to ascertain the basic issues with regard to disputes with stakeholders (Lampe,
2001:166). Disputes with stakeholders traditionally lead to litigation, lobbying, boycotts, labour
actions and public relations campaigns, which impact negatively on the overall success of an
organisation. Good co-operation and compromisation are effective and constructive means to
promote relationships and resolve conflict between organisations and stakeholders (Lampe,
2001:166).

3.4.2.2 Examining performance
The performance of a company will be assessed by profit, sales volume, marketshare, return on
investment and cash flow over the past financial years. The results of this measurement must he
compared with that of major competitors (Sin & Tse, 2000:295). Performance will indicate the
strength of the firm. Successful performance depends on the collective culture of the organisation,
customer satisfaction, customer relationships, employee capacity, successful brand and product
quality, innovation and sufficient resource allocation to all departments. These important aspects
enable a firm to perform successfully in the competitive marketplace.
Kukalis (1991:145) argue that linkage of the strategic planning with performance will increase an
understanding of the efforts of strategic planning on organisational performance under different
factors / aspects.

Marketing effectiveness could affect a company's financial performance. This

section will briefly explain the relationship between performance, organisational culture and
marketing effectiveness and the influences among them.

3.4.2.2.1 The organisation's cultural value
An organisation's collective culture could affect the marketing effectiveness by way of its impact on
the implementation of company strategies. The relationship between organisational culture and
marketing effectiveness and business performance is set out in Figure 3.9.

Figure 3.9: The relationship between organisational culture
MARKETING EFFECTIVENESS AND PERFORMANCE

(Source: Sin & Tse, 2000:296)

Organisational culture is an imperative tool for creating and enhancing the best interactive
marketing performance needed to implement a good relationship marketing strategy. The three
cultural values identified for an organisation are:
(a) The importance of "customer closeness";
(b) the need for a distinct and identifiable set of corporate values represented by a belief in being
the best and in the importance of people; and
(c) an external or market-oriented focus as distinct from an internal or company-oriented focus.
(Sin & Tse, 2000; 299)

3.4.2.2.2 Customer satiyfaction
Customer satisfaction is a function of perceived performance and expectation. Customer satisfaction
is both a goal and a marketing tool for customer-centered companies (Kotler, 1997:40). Profit and
market domination will increase beyond expected levels if a company provides good service and
technical support, creating closeness to customers through motivated staff, leading to increased
customer satisfaction.
The value chain is the most important tool to create more customer satisfaction through customer
value. The value-creating activity consists of five primary activities and four support activities.
Inbound logistic, operations, outbound logistics, marketing and sales and service fall under primary
activities.

The support activities are procurement, technology development, human resource

management and firm infrastructure (Kotler, 2000: 44).

3.4.2.2.3 Customer closeness and relationship management
Stone and Mason (1997:9-11) explain the difference between relationship marketing and traditional
marketing. Relationship marketing takes the firm closer to the customers. Traditional marketing is
just a transaction, it does not create a relationship with a customer. Therefore it fails to adequately
identify and respond to market segments and was traditionally treated as a separate function of
management. Relationship marketing is obviously characterised by a longer-term focus, a greater
focus on the customer, and a greater emphasis on product benefits and quality than traditional
marketing was. It is a specific focus on the well-being and value of the customer (Zikmund &
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D'Amico, 2001:8). Relationship marketing is best conceptualised as a tool of value in the
implementation of market policy.
Mature postmodern marketing strategies will be those that empower customers to become partners
with marketing organisations as influential participants in the construction of experience and (self)images when and if they choose (Firat et al., 1997:97). Relationship marketing, therefore, must be
taken into account when marketing executives formulate marketing strategies and it should be
accepted as the heart of a marketing strategy.
Franklin (2000: 354) says in order to create a long-term relationship with the customer to compete in
today's dynamic business environment, organisations need to establish a customer strategy that can
have a significant long-term impact on the business. The business must change from a short-term
transaction-based orientation to a long-term relationship-based orientation.
Daimler Chrysler South Africa has changed its marketing strategies in order to move closer to its
customers. The major changes in supply chain management, increased level of the e.cornmerce and
multi-brand dealership are to be transformed into one-brand dealership. These marketing strategic
changes will enable customers to be identified properly and the brand I dealer 1 customer
relationship to be vastly improved (Rypsta, 2001:18-19). These marketing strategy changes of
Daimler Chrysler reveal the necessity of closeness and relationship with customers for automobile
manufacturers.
3.4.2.2.4 Bargaining power of customer and satisfizetion

Customers are seeking value and satisfaction through their bargaining power. Kassaye (quoted by
Sharma & Krishnan, 2000:24-35) explain that customer bargaining is an intricate action of give-andtake between a buyer and a seller to arrive at an acceptable price. Specifically in automobile
marketing practice, not only price-related but also warranty service-related issues are included in
this bargaining behaviour.
Consumer bargaining is alive and flourishing globally. Increase in competition among suppliers,
rapid obsolescence of products, Internet expansion, fragmentation of the market, the emergence of
global customers, changes in the selling environment and a shift in economy from manufacturing to
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service-orientation are the major factors that extend the bargaining behaviour of customers to a
greater number of product categories. In the USA and other countries all over the world customers

are becoming value-seekers in what they buy. The bargaining behaviour of the customer directly
affects the product, promotion, pricing and channel strategies that could lead to the overall failure in
performance of the firm.

3.4.2.2.5 Internal marketing and employee capacity
Internal marketing is the key tool to success in external marketing. Promoting of the firm and its
products or product line to the employees of the firm is important to formulate the strategies to
succeed in the external market (Greene et al., 19945). The structure of capitalisation, professional
skills, motivation and abilities of the firm are needed to compete in the local, national and global
markets. The author emphasises that the internal market is significant to all industries. Employee
quality and performance are the essential aspects of the internal market of the firm.
According to Baker (2000:246) the concept of an internal customer is seen as a means of increasing
the awareness of external customers among the employees of an organisation. "Internal marketing
can be defined as an application of the philosophy and practice of marketing to the people who serve
the external customer so that the best possible employees can be employed and retained and they
will do the best possible work" (Baker 2002:246). Internal marketing in this respect means
marketing to employees. In other words, employees buy the job from the employer, and vice versa.
If an organisation upgrades the satisfaction of the internal customer, it will automatically satisfy the

needs of external customers (Greene et al., 199423).
Firms that concentrate on a market-oriented strategy will enjoy a higher level of business
performance (Phillips et al., 2000:160).

Kahn (1998:45-46) argues that traditional market

orientation may not be sufficient. The firm has to focus on market orientation to meet the needs of
the customer more efficiently and must offer a high-variety product line that increases customer
satisfaction and loyalty.
3.4.2.3 Brand association

A brand is any name, term, symbol, sign, design, or unifying combination of these. It is an
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identifying feature that distinguishes one product from another. A brand name is the verbal part of
the brand (Zikmund & D'Amico, 2001:260; Baker, 2000:295). The brand is not just the physical
product or service. It exists solely in the minds of the customers. It is the company's brand name
that secures the customer relationship. Purchasing decisions will be made on the basis of price or
availability of the strong brand (McDonald & Keegan, 2002:97).
Building a successful brand helps profitability by adding values that entice customers to buy. It also
provides a firm base for expansion into product improvements, variants, added service and new
countries. A brand is an entity that offers customers added value based on factors over and above its
functional performance. Recently, brand has become as an important asset of a company. A
successful brand is one that customers prefer to buy and will pay significantly more for (CSM,
2000:171).

A successful brand name has sustainable competitive advantage for the firm by identifying the

product and organisation.
A firm can enjoy superior profit and market performance through the successful brand name.
Brands are good assets in order to have a sustainable competitive advantage.
The genuine brand provides added brand values if customers believe that the product:

-

will be reliable;

-

is the best;

-

is designed with them in mind.

is something that will suit them better than product X; and

A successful brand meets the physical as well as emotional needs of the customers. Brand strategy,
brand positioning and brand are the important component of decision-making of the company
(McDonald, 1999: 164-166).
3.4.2.4 Product quality
Natarajan (2002:71) defines quality broadly as certain standards, overall superiority and excellence
of product, which were set mostly by the producers themselves. The quality of the product
influences the demand curve of a product. Product quality, in the competitive market, is the most
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important parameter of a firm to differentiate their product from competitors' offerings. The
competitive advantage of a firm relies on higher quality to help the firm to achieve a high market
share and performance in the long-term.
The relationship between quality and price may be contingent on other dimensions of competitive
strategies. A firm can charge higher prices for higher quality, because consumers tend to use price as
an indicator of quality. The relationship between quality and performance has been a subject of
considerable research in marketing planning (Varadarajan & Jayachandran, 1999:129-130).
The marketing department should work with all other departments of the firm to continuously
ensure the level of quality and satisfaction of the customer. In other words, all departments in a firm
must work together with a customer-focus in mind. Research and development must play a vital role
to ensure quality and is of vital concern to the manufacturing department. Continuous quality
improvement is important before launching a product but also during a product's life (Viardol,
1998:144-145).
3.4.2.5 New product activity
New product activity is part of the internal analysis on which the firm must concentrate. The
capacity of a firm's new product development will indicate a position of competitive advantage and
survival in the marketplace.
Proctor (1996: 308) suggests that the activity of new product development and introduction is a
costly and risky undertaking for a firm. Acquisition and internal new product development are the
two principle ways to add new products to the product range in the majority of industries. Buying
other firms, buying a licence or franchise, and buying patents, all fall under the acquisition method.
In-house R & D teams or outside research agencies can be used to develop a new product that
satisfies conditions-generated criteria. New product ideas may also come from a variety of ways,
such as customers, employees, distributors, competitors and consultants.
According to Lamb et al. (2000:346) a new product strategy is part of the organisation's overall
marketing strategy. New products and modification consists of many aspects. For strategic purposes,
the major concern is to create and maintain the competitive advantage or to reduce the advantages of
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competitors in the marketplace. New product strategy will enable any organisation to maintain the
organisation's position as a product innovator, defend a market share position, establish a foothold
in a new market sector, preempt a market segment, exploit technology in a new way, and capitalise
on distribution strengths.
The term "new product" could entail improvements in existing products, product modifications and
new brands (Wilson et al., 1992:302). Successful new product development is important to many
industries to obtain sales growth and earnings. New product development programmes may be
designed to implement the corporate marketing plan or to implement the marketing strategies for a
given product or product line (Guiltinan & Paul, 1985:181).
A new product strategy is associated with a significant degree of risk and a need for heavy and

greater investment in money, skills and time, not only in the stage of product development and
launching, but also through the product's life cycle. The cost, risk, financial ability, capability of
staff and other resources must be evaluated in depth in order to design the new product strategy
(Wilson et al., 1992:303-304).
3.4.2.6 Portfolio analysis
McDonald and Keegan (2002:115) argue that a portfolio idea is for a company to meet its objectives
by balancing sales growth, cash flow, and risk. In a portfolio analysis, there are two aspects to keep
in mind with regard to market share and market growth. Product portfolio analysis will disclose the
situation in which new product introduction would ensure continuous sales growth and profitability.
Each business unit controlled by an organisation is concerned with the portfolio analysis. Today
many organisations use the concept of business portfolio analysis as an aid in strategic planning. A
business portfolio consists of a variety of approaches. The portfolio matrix and product life cycle
curve are necessary for developing strategy at the strategic marketing level, then incorporating them
into the marketing plan. The firm must have methods to decide on its business' product line or
products and how it could allocate its resources (Cohen, 2001:43).
The Boston Matrix indicates cash flow, cash usage and cash generation. The relative market share
and market growth rate will be related, while the ability of the product is the key tool to generate
cash to the organisation. (See Figure 3.10).

140

The portfolio provides the information from the Strengths, Weaknesses, Opportunities and Threats
(SWOT) analysis and demonstrates the overall competitive position. It also indicates the relative
importance of each product / market segment. The previous Figure 3.10 illustrates the position most
effectively.
The question mark (top righthand box) is a product that has not yet achieved a dominant market
position and will be a high use of cash because it is in a growth market.
The star (top left box) is probably a new product that has achieved a high market share and that is
probably more or less self-financed in cash terms.
The cash cow (bottom left hand box) are leaders in the market with little additional growth, but a lot
of stability. Cash generation is excellent and little cash is used because of the state of the market.
The dog (bottom right hand box) indicates that there is little future profit to be had and it could he a
cash drain on the company because the market share and growth are low (McDonald, 1999:182200).

Figure 3.10: The Boston matrix
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(Ratio of company share to share of target competitor)
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A portfolio analysis that has been integrated with the SWOT analysis will give broad insights to the
marketing manager on market shares, growth, allocation of resources, strengths and weaknesses in
order to formulate its strategic marketing planning for existing or new products.
3.4.2.7 Mission statement
The mission statement of any organisation should articulate its strategic scope clearly. Senior
management should answer fundamental questions such as: "What is our business?"; "What value
do we provide to customers, employees, suppliers and other constituent groups?"; and "What should
our business be in future?" A good mission statement should be driven by three factors, namely
heritage, resources and environment (Bagozzi et al., 1998:58). According to Dalrympl and Parsons
(1995:64), a mission statement should specify the business domains in which the company /
organisation plans to operate. The effective mission statement should cover the product line
definition, market scope, growth direction, and level of technology.
The organisation's mission statement must also be defined in terms of the market for their products
and services. This can be expressed in geographical terms or as customer groupings. Levels and type
of the technology being used by the organisation must be included in the mission statement, as
technology has become an important tool to compete in the market.
The most useful mission statement always focuses on both the customers' needs and how the firm
will attempt to satisfy those needs. The mission statement explicitly identifies the current strengths
and weaknesses of the organisation that reflect the market situation. Sometimes employees may
overlook new opportunities or new ways of building on the company's strengths or overcoming its
weaknesses (Walker et al., 1999:38-39).
Management should consider consumer satisfaction as a central point in the mission statement to
reach its objective. The focus of mission statements is getting and keeping customers and installing
a marketing strategy.
The mission statements of the automobile industry must usually define a relatively narrow scope for
their companies, based on the current environment and its capabilities. This statement could change
as the environment or the organisation changes. Periodic revision of the mission statement according
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to the environmental changes of the global market is needed for the automobile industry.
Automobile manufacturers' mission statements must be stated primarily in terms of deploying
corporate resources and fulfilling its corporate responsibility to numerous constituencies. The
development of mission statements that express external markets should be left to different divisions
and subsidiaries.

3.4.2.8 Developing marketing objectives and goals
Performance goals, objectives, competitive strategy, mission and functional policies should be
included in the strategic planning. This enables an explicit strategy to be communicated throughout
the organisation and eventually institutionalised. After scanning and reviewing the external and
internal situation, management should set the objectives for what is sold and to whom, deciding on
how these objectives are to be achieved (McDonald, 1992b: 7).
According to Doman (2000:37) the objective of an organisation leads to better performance to beat
competition in the marketplace. To establish a product in the marketplace by enjoying opportunities
is an objective. Determination of sales levels (200,000 units a year), is a goal. Goals are also
quantified in terms of sales, profits, market share and the return on investment of an organisation.
The marketing manager should ensure that all goals and objectives fit together (Cohen, 2001: 12).
Jain (2000:185) discusses the differences in terms of mission, policy, objective, goal and strategic
direction. A mission (also referred to as corporate concept, vision, or aim) is defined as what it
should work toward in the light of long-range opportunities. A policy is an indication of the general
intention of a company or position designed to guide certain actions and decisions.
An objective is a long-range purpose of a company that will not quantify or limit the time period. A
goal is a measurable objective of the firm that management judges to be attainable at some specific
future date through planned actions. Strategic direction includes the content of mission, objectives
and goals.
Marketing objectives are only connected with products and markets that have accepted and selected
qualitative and quantitative commitment. If these objectives were to be attained, the standards of
performance for a given operating period of time have to be kept up. Sales volumes, value or
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profitability are elements to measure performance. McDonald (1999:249) point out that according to
Ansoff s matrix framework, an objective can be developed by means of four possible courses of
action, even though the range of possible marketing objectives is very wide. These courses of action
are as follows:

Selling existing products to existing markets;
extending existing products to new markets;
developing new products for existing markets; and
developing new products for new markets (McDonald, 1999: 249-250).
3.4.2.9 Primary and secondary objective
Traditionally, it was accepted that the primary objective is profit maximisation. Managers often saw
other objectives to be of more immediate relevance because it could affect the firm's profit-earning
ability (Wilson et al., 1992:149)
Management could establish more than one objective, or a main objective with additional
conditions. However, management should take care to avoid conflict between these objectives.
Management must spend the necessary time to ensure that the objective statement is designed and
worded perfectly and all the important conditions have been incorporated.
3.4.2.10 Guidelines for developing objectives
The marketing planner has to take various factors into account when establishing objectives.
Objectives should never be set in a vacuum. There is an intimate relationship between the setting of
objectives and understanding the market environment and opportunities (Wilson et al., 1992:151).
Steiner (quoted by Cohen 2001:34-35) sets ten criteria to help in developing objectives. These
objectives are as follows:
Suitability - the objective must support the firm to move towards its basic purpose.
Measurability over time - the objectives should state clearly what is expected to happen and
when so that it can be measurable.
Feasibility - the objective must be feasible.
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Acceptability - the objective must be acceptable to the people in an organisation. The necessary
funds, resources and co-operation cannot be received if the objective is not accepted.
Flexibility - the objectives should be modifiable and flexible according to unexpected
contingencies and environmental changes.
Motivation - the objectives should motivate the parties that are going to work together to reach
them.
Understandability - the objectives should be given in clear, simple language that can be
understood by all.
Commitment - management must ensure that the employees in different departments are
committed to the objectives.
People participation - people must be kept on track through the implementation of the plan. It is
important to consult with all that might participate in any way with the execution of the plan.
Linkage - the objective, naturally, should be linked with the requirements of the environment of
the firm.

3.43 Scenario planning
A good strategy is one that plays out well across several possible future (different / alternative)
scenarios. In order to find a suitable strategy, companies create two or more scenarios of the world
of the future, each different, each plausible. "The purpose of scenario planning is not to pinpoint
future events but to highlight large-scale forces that push the future in different directions" (Wood,
1997:45-47; Mercer, 1998:177-179).
The major purpose of scenario building is to develop an understanding of how an industry must
move from the present state to each of several alternative futures. "Scenarios are in effect to get top
executives out of that box and get them on a different track of understanding their industry" (Jain,
2000:320). Scenario planning will guide management to create an alternative strategic marketing
planning (Jain, 2000: 320).

3.5 DEVELOPING ALTERNATIVE STRATEGIC MARKETING PLANNING
This is a free-thinking method of management to develop alternative strategic planning.
Management could identify more than one way to reach their objectives. A particular way may be
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better than others may. Different combinations of strategies may be required by different firms to
reach similar goals. Management must first analyse its present goals and strategies carefully and
recognise their strengths and weaknesses in order to formulate alternative strategies under a future
set of circumstances. A situation analysis will provide alternative ideas from management and staff.
All ideas must be discussed, with its pros and cons and its relative value. Finally, alternative
strategies can be selected (Buell, 1984: 243-244).

3.5.1 Selecting the best strategies
A suitable strategy or few strategies can be selected by the marketing management after analysis of
those alternatives that have the best chance to attain their objectives. Preferred and recommended
strategies should be few in number (Jain, 2000:220).
Franklin (2000: 129), however, is of the opinion that for large-scale motor manufacturers in the
USA - knowingly or not - strategy, structure and system have become the litany of managers during
the early twentieth century. They have adopted a formula to achieve strategic success and attention
has shifted to the importance of a soft system in the development and implementation of strategy.
Strengths and weaknesses of one's culture come first and formulation of strategy comes next.
Franklin (2000:129) gives preference to the culture and structure of the organisation. However, he
argues that strategies always carry the risk of failure as well as success.

3.5.2 Distinction between strategy and tactics
Strategic plans are major plans for achieving major organisational objectives or goals. Tactical
planning on the other hand, guides the implementation of activities specified in the strategic plan.
Strategic planning has a critical impact on an organisation's destiny, because it provides long-term
direction for its decision-makers. Tactical plans typically represent short-term actions that focus on
current and near-future activities (Boon & Kurtz, 2001: 184).
Strategy is the overall route to the achievement of specific objectives and should describe the means
by which objectives are to be reached. Tactics are the action steps that fall under the marketing
strategy. Marketing strategies are the means by which marketing objectives will be achieved and are
generally concerned with the four major elements of the marketing mix (4 Ps).
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Product

- Product branding, positioning, deletions, modifications, additions, design, and
packaging are aspects relating to product.

Price

- Pricing policies will be followed for the product in market segments.

Place

- The general policies for channels and customer service levels.

Promotion - Advertising, sales force, sales promotion, public relations, exhibitions and direct
mail, are the elements of the policies for communication with customers.

In a large organisation, marketing strategy is one of the most critical and difficult aspects of the
entire marketing process. This process includes that weaknesses are to be remedied and strengths
developed, and in what manner. Management, therefore, must carefully design the tactics that lead
to the success of the organisation's strategic marketing (McDonald, 1999:260-270).

3.5.3 Management approval of strategies
Recommended marketing strategies and forecasts of performance must be discussed and reviewed
with all functional managers of the business unit prior to meeting with top management. With
strategic planning there are several benefits to be gained from getting top management to agree with
strategies before proceeding to the development of tactical plans, budgets, profit forecasts and the
preparation of a detailed business plan.
Corporate management may agree with the proposed strategies and concentrate on the policies,
goals and strategies while teaching the details of implementation to managers of the business units.
Management of business units can proceed with confidence to develop tactics to implement the
strategies once these strategies have been approved (Buell, 1984: 244-245).

3.5.4 Why is strategic marketing planning necessary?
Strategic planning is necessary to all types of organisations to help them cope with the challenges in
the competitive environment. It forces management to ascertain the uncertainty and flexibility of the
competitive environment.

New products and ideas will be created through the process of

competitive environment analysis. This will provide better products and services to uplift the quality
of life of people (McDonald, 1996:7).

Marketing planning is essential. A number of benefits are promised to those who invest in this
process. It creates better co-ordination among individuals within the firm where actions are interrelated over time, and also increases and identifies the expected developments, with a greater
preparedness to meet challenges.
Communication among executives, a reduction in conflict between individuals, systematic thinking
ahead, more effective allocation of corporate resources according to the market opportunities, and
continuing review of operations are the benefits received by the organisation (McDonald, 1996:10).
In South Africa, all automobile manufacturers and their executives have to study the environmental
changes in depth in the context of the increased competition. The latter is connected with
technological innovation and marketing promotion and can be practised through the Internet in order
to develop a suitable strategic marketing planning to overcome issues in the marketplace.
Viljoen (1997:61) highlights that Nissan South Africa is applying marketing strategies that include
the following aspects. This can be used as an example. Nissan's marketing strategy was based on a
six-pillar approach in South Africa. These pillars are:
The product;
professional management services;
availability of parts;
customer support;
customer protection; and
the truck-dealer network.
The product range, availability of parts and a well-established dealer network are almost taken for
granted as being part of any professional operation. Management services and added value,
customer-support

and

customer protection

require more

explanation though. Regular

communication with customers and assisting the customer with a financial package that suits them
are provided as support functions by Nissan.
Support strategies include driver training, quarterly newsletters, owner-driver schemes, risk
management, fuel efficiency and tyre management.

Searle (1987:lO) managing director of

Volkswagen SA and president of NAAMSA says automobile manufacturers in South
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Africa must consider the mentioned key factors when developing their strategic planning. These key
factors are:
The price of new vehicles must be brought more within reach of consumers by managing the
economy, implementing innovative designs, marketing programmes, rationalising the makes and
models available, increasing productivity and privatising and deregulating certain sectors.
The importance of exports to the industry and to the economy must be recognised with longterm incentives and targets.
The industry must accept that product quality and dealer service are important factors to carbuying customers.
Market opportunities in the black population must be identified; and
further rationalisation will benefit both the industry and the customer.
All these aspects are to be considered and must suit all automobile manufacturers according to
Searle (1987:lO). South African automobile manufacturers must bear in mind the political, social
and economic future, unemployment, the decline in the standards of living and the black urban
youth explosion as key factors when modifying or formulating strategic marketing (Manning,
1991:22).

3.5.5 Barriers to strategic marketing planning
McDonald (1992b: 5-8) describes the barriers to strategic marketing planning as follows, the main
reason for these barriers being that lower levels of management do not get involved in the strategic
formulation at all. Directorsltop managers spend most of their time on operationaVtactical issues.
Figures 3.11 and 3.12 disclose the participation of lower-level management in the formulation of
strategic marketing planning.

-

Figure 3.11: Old style company (Tactical oriented company)
Board
Senior management
Middle management
Operations

.

(Source: McDonald & Keegan, 2002: 20; McDonald, 1992b; 9.10)
Figure 3.11 expresses clearly that the lower level of management is not participating at all in the
formation of strategic marketing planning of the organisation. There is also a lack of teamwork and
participation that create a path of confusion between tactics and strategic planning.

Figure 3.12: New style of company (Strategically-oriented company)
Board
Senior management
Middle management
Operations
(Source: McDonald and Keegan, 2002: 20; McDonald, 1992b: 9-10)
Figure 3.12 illustrates that the company should recognise the importance of strategy and manage to
involve all levels of management in strategic formulation.

The baniers to strategic marketing planning are:
1. There is no participation of low-level management in strategic marketing formulation
2. The marketing function is isolated from operation.
3. There is confusion between the marketing function and the marketing concept, including:

-

Confusion with sales;

-

product management;

-

advertising; and

-

customer service.

4. There is also organisational barriers;

5. lack of in-depth analysis;
6. confusion between process and output;

7. knowledge and skills;

8. lack of systematic approach to marketing planning;
9. a failure of priority objectives; and
10. a hostile corporate culture.
The above-mentioned barriers, which were only briefly stated due to space, will obviously impact
on the formulation and implementation of the strategic marketing planning in all types of
organisations.
3.6 STRATEGY EVALUATION
Jain (2000: 234) stresses that after selecting a suitable strategy, management has to evaluate the
strategy by means of the following parameters:
1. Suitability - Strategy will provide some sort of competitive advantages to the organisation.
Management must review the potential threats and opportunities, measure the options in light of
the capabilities, anticipate the likely competitive response to each option, and modify or
eliminate unsuitable options to ensure the suitability of the strategy.

2. Validity

-

Strategy should be consistent with the assumption about the external product or

market environment.
3. Feasibility - Management must examine the resources available to achieve its goals and utilise
its opportunities. It is desirable for a strategist to make correct estimates of resources available
without being excessively optimistic about them.
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4. Internal consistency - Strategy should be in tune with the different policies of the company, the

strategic business unit (SBU), and the product or market arena.

5. Vulnerability - Management must determine the degree of risk based on the perspectives of the
strategy and available resources. It has to answer the question: "Will the resources be available
as planned in sufficient quantities to implement the strategy?'
6. Workability - Management must assess the contribution of the strategy. The strategy must be
evaluated with quantitative data to assess its workability. Identifying ahead-of-time alternative
strategies for achieving the goal is another indication of the workability of a strategy.
7. Appropriate time horizon - Time frame is the significant factor for realising the strategy. The
time horizon of a strategy should allow for implementation without creating any destruction in
the organisation or mission market availability (Jain, 2000.233-234).
The evaluation of the strategy is the imperative part of decision-making to ensure the ability and
implementation of any strategic planning in the organisation.

3.7 IMPLEMENTATION
Implementation is strategic planning translated into action. The company must have skillful staff to
implement the strategies to achieve its major goals (Kotler, 1997:87). Once these strategies have
been selected, the next task of the marketing management is to implement these decisions through
marketing efforts. The market mix of product, price, promotion, and distribution are the important
tools to translate its strategy from statements into efforts in the marketplace. Each of the elements
of the marketing mix must be designed very carefully to satisfy the target customers and enhance the
competitive advantages. Strategic planning alone is not enough to ensure the success of the
company. The plan has to be implemented effectively. The first key activity of implementation is
that a company should organise the people who will be doing the actual implementation of the
strategic marketing planning (Stanton et al., 1992:609).
Every element of strategy must correspond with the elements of implementation and the strategy to

be executed, describing. Good implementation may be responsible for translating an excellent
strategy into a runaway success. Sometimes the best strategy may fail because of poor
implementation (Bagozzi et al., 1998:687).

The marketing effort and the marketing department must be well-organised to carry out the
implementation. The required staff and financial resources must be allocated to implement the
strategy effectively.

Function, structure and organisation are the important elements of the

implementation.
The skills of the staff - those who are involved in the implementation - can be improved and
extended through training programmes held within the company or through outside training
agencies (Hooley & Saunders, 1993:40-41). The implementation is a transmission and
transformation mechanism that is an integral part of a highly complex and interactive planning and
policy formulation process. The implementation process flows down the organisation with orders
being passed and obeyed from one level to the next, from superior to subordinate.
All managers and operators at all levels of an organisation must participate in the formulation of
strategy as a first step of successful implementation. Successful implementation of the marketing
plan requires a broad consensus among various functional areas. Timetable and selling strategy
guidelines are essential for the implementation process. Deadlines indicate the time available for
implementation. The marketing and sales managers are responsible for implementation through the
sales force (Cravens, 1997:454-460).
Certain organisational designs and a well-developed co-ordination team of product managers and
multifunctional managers are useful in successful implementation. Sales people must be encouraged
by extra compensation to push a new product.

Intensive schemes will, of course, encourage

something more than normal performance in the organisation. Rapid and accurate movement of
information through the organisation is essential in implementation (Cravens, 1997:454-460).

3.8 FEEDBACK AND CONTROL
Performance evaluation and feedback are ongoing monitoring activities of market and profit
performance as well as taking corrective action where necessary (Best, 2000:309). Performance
evaluation enables the organisation to re-examine its pricing, customers, channels, discounts, unit
costs and marketing budget to determine if there are opportunities to improve performance.
Control is the process of comparing company-expected performance with actual performance and
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taking corrective action where necessary. Once the implementation has started, the feedback and
controlling system is an important tool to improve the co-ordination and execution of strategies and
programmes and modifying strategies and programmes as necessary. This should be based on
performance or major environmental changes, or both. Competitive reaction and customer buying
behaviour may change in the marketplace. The degree of variance between the annual plan and the
actual performance must be computed carefully by the implementers. Management should pay
attention to the most important deviations and take the necessary steps to correct or modify the plan
as needed (Pride & Ferrell, 1993: 690-692; Bagozzi et al., 1998:702).

In order to establish the deviation, management could do an analysis or calculate the sales
performance, cost performance and programme performance on a monthly basis. This feedback will
help management to revise the annual-plan objective and marketing programme accordingly. There
are some tools that can be applied to measure and control marketing efforts:
Sales analysis - Sales analysis is a helpful tool to determine the strengths and potential problem
areas of the organisation through a process of breaking down the aggregate sales data.
Sales performance analysis - This is the approach of analysing actual sales data and comparing
them with budgeted sales to determine strengths and potential problem areas in the organisation.
Marketing profitability analysis

-

This process will help the organisation to determine the

profitability of the particular product sales territories, market segments, sales people, and marketing
channels.
Revenue and costs can be used as parameters to assess the profit (or loss) of an organisation (Baker,
2000: 483; Pride & Ferrell, 1993:692- 699). The information that is derived from the performance
computation helps to keep the programme on track. If the budget is exceeded, management will
know where to cut back or to reallocate resources (Cohen, 2001:13). As the marketing strategy is
being executed, the important role of the marketing department is to monitor and control the effort.
Each of the elements of the marketing mix (four Ps) can be used as powerful tools to evaluate the
strategy implementation in depth to monitor and control the programme (Hooley & Saunders,
1993:42).
According to Bean (1993: 235-240), the monthly executive review (MER) method will help
successful strategic implementation and control. The organisation can monitor and review its
progress toward implementing its strategic plan on a regular basis by using the MER as a means.
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Wilson et al. (1992: 547-543) argue in a different line that the need for control arises because
individuals within the fm are not always willing to act in the firm's best interests. A firm's
strategy may fail if it has a poor control system and vice versa. Finally, the feedback and controlling
system will therefore need to revise and review the company's implementation, programmes,
strategies, or even objectives (Kotler, 199737).
Control is used in the sense of assuring implementation of strategies. The management control
function includes making the necessary plans to ensure that strategies are implemented. Gauging
the performance means not only of those factors connected with the external, but also factors
internally, such as every individual within the firm as a vital part of the controlling system.

3.9 SUMMARY
This chapter provided an overview of several aspects of strategic marketing in order to formulate the
strategic marketing of an organisation. It addressed a rapidly changing business environment, a
critical need for analysing market behaviour and the need for formulating and adjusting strategies
according to changing conditions.
The well-designed strategy will, of course, help the organisation to attain high-quality products,
product increase or maintaining its market share and have a higher return on sales than their
competitors. The environmental complexity will increase the need for strategic planning. The
strategic planning staff has a higher level of involvement in the planning process when the
environment is relatively simple. Conversely, management assumes more responsibility for strategic
planning when the environment is more complex.
To obtain a background on the formulation of strategic marketing planning, a selection of literature
was reviewed within the research area of strategic marketing planning. Over the last couple of
decades several business firms have accelerated changes in market conditions and the rules of
competition, pointing towards the need for greater integration of the different business disciplines
and dissolving organisational boundaries. This has become important, as customers and suppliers

are increasingly integrated into designing and producing strategic alliances.

In the 21st century, automobile manufacturers in South Africa are forced to formulate and modify
their strategic marketing in the context of the increased number of competitors and fierce
competition. Effective strategy formulation by the automobile industry will enable marketers to
provide a product that uniquely fits customer needs. A better strategy to attempt to transform
customers into loyal advocates is to increase innovated, economic, and affordable vehicles to meet
the exact needs of each consumer.
Innovation has emerged as an important focus of competitive strategy research in both strategic
management and strategic marketing. Successful external innovation through adaptation to rapid
technological changes, with changes in products, services, process improvements, and true
competitive advantages are not possible without these internal organisational innovations. In fact,
strategic marketing research and study have begun to examine these internal and external linkages in
product innovation.
In this century, a number of global giant companies are competing with their advanced technological
products in the domestic, regional and global marketplace under the new trade liberalisation. The
process of globalisation has also opened the door of free trade in the South African market. These
global competitors are using different and effective strategies through their advanced technology,
finance and management techniques. In today's globalised marketplace South African automobile
manufacturers have to increase their knowledge of global marketing strategies to react to their
competitors. For this purpose, management should firstly have in-depth insight into the nature and
trends of globalisation and its effect on production, marketing and other activities. It is therefore
necessary to discuss the globalisation process and its implication with regard to developing
countries. The following chapter will discuss the nature and trends of globalisation to provide a
fundamental knowledge to automobile manufacturers in South Africa regarding the globalisation
process.

CHAPTER 4
THE NATURE AND TRENDS OF GLOBALISATION WITH REGARD TO THE
AUTOMOBILE MANUFACTURING INDUSTRY
4.1 INTRODUCTION
This chapter focuses on the literature with regard to globalisation and its nature and trends, how it
escalates throughout the world, especially in developing countries. The implications with regard to
the automobile industry in the world and developing countries are also investigated. A definition of
globalisation, tracing its history from the Cold War period to the present time, is provided. Neoliberal thinking, changes in global production patters, the crisis in the world economy and
technological growth, are explained. This chapter further discusses the implication of developing
countries with regard to globalisation trends - including Africa and South Africa in particular.
The succeeding part highlights the role that is played by the automobile industry in the global
marketplace and economy. According to the objective of this study, another section briefly explains
the competitive position and contribution of the South African automobile manufacturer in the field
of production and marketing in the globally competitive marketplace.

4.2 DEFINING GLOBALISATION
In recent decades the term globalisation has been used with increasing frequency by scholars,
politicians, business people and the media, although the term means different things to different
people (Gill, 1996:210). In order to describe the globalisation process, a number of terms are used,
all having similar meanings and often used interchangeably. These terms are integration,
convergence, unification, concentration, centralisation and interdependence (Shafika, 1997:21).
Globalisation has become a catchword and a source of controversy in recent years. The word came
into use after the collapse of the Soviet Union and the emergence of a unipolar world. Globalisation
is used as a strategy of economic development in the new world order where borders of countries
have become blurred - both in terms of the movement of commodities, capital, finance, technology,
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ideas and information - as a mode of organising socio-economic life (Gill, 1999:66).

Kugut (1999:166) defines globalisation as follows: "Globalisation means convergence among
nations and companies towards common ways of doing things." Gill (1999:70) defines globalisation
as the process of increasing economic integration and growing economic interdependence between
the economies of countries. Kiely (1998:3) defines globalisation as a world in which societies,
cultures, politics and economies have come closer together.
According to Mittelman (1996:2), the manifestation of globalisation includes the spatial
reorganisation of products, the interpenetration of industries across borders, the spread of financial
markets, the diffusion of identical consumer goods to distant countries, the massive transfer of
populations world-wide, and the preference for democracy. Shafika (1997:21) defines globalisation
as the economic, political, social and cultural links between different countries, industries,
companies, organisations and individuals of the world. It is a process that has been happening
gradually for a long time, but which has developed and accelerated rapidly since the 1970s.
Cox (1996:22) mentions the following points in order to vindicate the meaning of globalisation:
involvement in trade, investments and payments crossing national frontiers that were regulated by
states and international organisations created by states. Production and finance were organised in
cross-border networks. A number of changes have occurred in the world's capital economy since
1973. There have been changes in production, from mass production of standardised goods towards
less energy and labour-intensive methods and more capital and knowledge-intensive ones. These
new strategies emphasised a weakening of trade union power, a cutting of state budgets,
deregulation, privatisation and priority given to international competitiveness. Advances in
production and marketing and the migration of populations were accelerated in different parts of the
world due to the impact of these trends on the international economic order. All these interacting
and mutually reinforcing trends constitute one meaning of globalisation (Cox, 199623-23).
From the discourse of Hoogevelt (1997:114) it seems that the term globalisation has been
fashionable since about the mid-1980s when terms such as "internationalisation" and
"transnationalisation" were replaced by globalisation. The concept of globalisation covers a great
variety of social, economic and political changes. It is therefore not surprising that different
disciplines have assigned different meanings to the term. Internationalisation means the increasing
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interwovenness of national economies through intemational trade, while transnationalisation is the
increasing organisation of production on a cross-border basis by multinational organisations.
Globalisation of economy is therefore perceived as a process in which distinct national economies
and domestic strategies of national economic management have become increasingly irrelevant.
Globalisation, the world capitalist system, has reached a new and higher level of economic
integration. This integration not only includes production and trade, but also the flow of money.
Globalisation has rearranged the architecture of the world's economic order, while social and power
relations have been recast to resemble not a pyramid, but a three-tier structure of concentric circles.
Braithwaite and Drahos (2000:s) define globalisation as the intensification of economic, political,
social and cultural relations across borders. Held and McGrew (1993:262) suggest that the concept
of globalisation is a universal process or set of processes, generating a multiplicity of linkages and
interconnections that transcend the states and societies making up the modem world system. Held
and McGrew (1993:262) indicate that globalisation has two interrelated dimensions that are defined
as "scope" (or stretching) and "intensity" (or deepening). Globalisation is the process by means of
which the time and space of social life is ordered. Harvey (1995:2) simply suggests that
globalisation signifies the modem war of capital.

A number of definitions are given here in order to understanding the dimensions of globalisation.
Various theorists provide different definitions for globalisation. Generally, all these definitions
attempt to facilitate social, political and economic integration on an intemational scale. The
globalisation process that is taking place in one part of the globe affects what is taking place in other
parts. The globalisation process always facilitates greater integration of markets in a way that shapes
production and work methods and act as a means to protect the interest of the TNCs. The process of
economic integration, interdependence between countries and interpenetration of industries across
borders has been rapidly accelerating. These definitions clearly indicate that flow of capital,
knowledge, information and consumer goods as well as the integration of individuals, households
and communities are structures of globalisation. Individuals, households and communities in rural

areas and even underdeveloped countries have become directly involved in the globalisation
process. The escalation of the neo-liberal advent removed all restrictions on the market and put into
place new policies. The boundaries of countries have become blurred with regard to the movement
of commodities, capital, finance, technology, ideas and infomation, bringing about a free market.
These processes require all countries to open up their domestic markets to foreign capital.
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Globalisation traps developing countries into the global economy and makes it difficult for them to

be a genuinely independent economy. Globalisation is widening the gab further between developed
and developing countries. Developing countries are increasingly becoming aware of the negative
aspects of globalisation.
This process of globalisation provides opportunities and challenges that are an integral part of this
contradiction. The process of globalisation will, without doubt, affect South Africa as it becomes
increasingly integrated into the global economy. The South African automobile manufacturing
industry will also face the effect of this rapid globalisation process.

4.3 THE EMERGENCE OF GLOBALISATION
Globalisation in its generic and broadest sense of the word is part of the movement of history itself.

In the larger movement of history, people have moved from one place to another to obtain food, in
other words, moved from food deficit to food surplus regions. Sometimes they conquered the areas
to which they moved, sometimes they became absorbed in them, losing their separate identities.
Negative and positive sides and factors are included in the baggage of this movement (Tandon,
1998:11).
Trade between countries has been taking place for thousands of years. The first recorded
international trade transaction took place over 5 000 years ago (Shafika, 1997:66). According to
Hoogevelt (1997:16-17), the development and expansion of capitalism took place in four stages,
namely:
1500 - 1800 (Mercantile phase): transfer of economic surplus through looting and plundering,
disguised as trade;
1800 -1950 (Colonial period): transfer of economic surplus through unequal terms of trade by
virtue of a colonially-imposed international division of labour;
1950 - 1970 (Neo-colonial period): transfer of economic surplus through developmentalism and
technological rents; and
1970 - post-imperialism: transfer of economic surplus through debt peonage.

Hoogevelt (1997:69) argues that three important factors increase internationalisation rapidly. These
factors include world trade figures, the growth and spread of foreign direct investment through
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-

multinational corporations (MNCs) (the definition for MNCs will be given below), and the
expansion of all international capital flows and its pattern of integration.
According to Spybey (1996: 1-3) and Bishop (1999:xv) Europeans began to exert an influence on
the rest of the world and implant their cultural institutions on all continents after the voyages of
Christopher Columbus in 1492 and Vasco da Gama in 1947-8. Those voyages are seen as the origin
of globalisation. By the last decade of the twentieth century it had become almost impossible to
avoid the influences of the nation-state system, the global economy, the global communic.ation
system and the world military order. Mass production, mass communication and mass consumption
emerged through assembly line manufacturing of "Taylorism" and "Fordism" (Taylorism and
Fordism will be explained in detail below). This rapidly integrated the world trade and international
economy. These stimuli accelerated the globalisation process, developing into giant transnational
corporations (TNCs)(the definition for TNCs will be given below) of the late twentieth century.
The process of globalisation was interrupted by the victory of socialism in the Soviet Union in 1917.
This victory now brought two systems to the world, which were decidedly opposed to the
globalisation of the rule of capital. Some countries were able to take advantage of the Cold War era.
During these years countries like South East Asia, Japan, South Korea, Taiwan, Singapore and Hong
Kong were not only able to copy Western technology with impunity, but also build their industries
in the 1970s and 1980s. The United States of America (USA) turned a blind eye to this process
because it needed these countries to fight Communism in the Pacific. In the next tier, Malaysia,
Thailand and China obtained new industries during these decades. Africa did not have such luck.
South Africa was a main source of raw materials for the West until apartheid was removed. Africa
never really acquired an industrial base like the Asian newly industrialised countries (NICs) have
been acquiring for three decades (Tandon, 1998:13-14; Kiely, 1998:7). Haley and Tan (1999:94)
argue that MNCs entered Asia over two centuries ago, although they only started to have a
significant economic impact in Asia after World War 11. MNC operations in Asia did not serve local
markets, but enjoyed production cost advantages where world-wide products were manufactured for
export markets.
Tandon (1998:12) argues that while this is the broad movement of globalisation, there were more
brief movements within the broad sweep of history. The colonial conquest of most of what the West
calls the Third World, was one such brief movements in a history barely 300 years old. This
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movement provoked resistance on the part of the peoples of the South, resulting in a partial
liberation from direct control. Western corporations control the liberated countries and most of its
resources, either directly or indirectly through investment or trade. This is the important division
between the "North" and the "South". Some argue that this division no longer exists and that the
whole world is now mutually interdependent. However, some countries are more equal than others
within this interdependent world. Both political domination and economic exploitation are the
ideology of free-market liberalism and property-based democracy.
According to Gereffi (1996:53), production processes were organised within the boundaries of
nations in the period from 1950 to 1960. Raw materials were exported to industrialised countries
while industrialised countries like the USA, Europe and Japan sent their manufactured goods to all
parts of the world. However, since the 1960s, the world economy has undergone a fundamental shift
towards an integrated and co-ordinated global division of labour in production and trade. Today
transnational production systems are a major feature of industries. Gereffi (199653) argues that an
export-oriented development system has emerged in the 1970s and 1980s. This global production
shaped the Third World's insertion into the international economy. After this era, large producers
and marketers in the core countries controlled most of the exporting activities.
Sbafika (1997:lO) argues that the world has been experiencing economic changes since 1970. In the
process of globalisation, international trade has increased substantially, while global forces now rule
the global market economy. Countries depend on one another for various industrial products and
service and economic integration of countries are one of the major features of global trends today.
Shafika (1997:lO) gives the following evidence of global integration.

-

Trade grows faster;

-

money flows faster;

-

world communication is faster;

-

production is organised globally;

-

governments co-operate more;

-

more international links at grass roots level; and
more world-wide social activities.

-

4.3.1 The world economic crisis
By the early 1970s, capitalist expansion had reached its limits. The economic crisis began with the
rise in oil prices by the oil and petroleum exporting countries (OPEC) during the early 1970s. From
this period, economic growth slowed down and government debt and unemployment began to
increase. This was the starting point of the economic crisis in the world economy. In the 1970s, the
invention of computer technology and its application to products, goods and services - also called
the computer revolution - played a decisive role in the attempts to remove the capitalist system from
the crisis. During this period, the old capitalist system had to be reorganised in the form of more
advanced stages of capitalism. Old ideas and political methods were discarded and neo-liberal
economic strategies applied to re-organise the capitalist system. The computer revolution and neoliberal economic strategies are the most important factors that drive globalisation and make this new
form of globalisation possible (Shafika, 1997:20). Cox (1996:24) points out that globalisation and
globalism emerged in the last three decades of the twentieth century.

4.3.2 Globalisation in the post-Cold War era
Globalisation is the direct result of the end of the Cold War, which effectively ended in 1990 (Kock,
1998:ll). During the Cold War period the USA and the West had no choice but to allow some
countries to industrialise. However, by the end of the Cold War, no such imperatives existed for
either the USA or the West. After the Cold War, fundamental changes started to occur in the global
economic system. Copying the technology and selling goods in USA markets became difficult
because of high tariff walls and other protective measures. A new globalisation was created,
becoming strongly mercantilist. This signalled the era of hard economics, much like the era of
mercantilism at the draw of capitalism (Tandon, 1998: 14-15; Kiely, 1998:26).
According to Gill (1996:209) globalisation is not a new phenomenon. In the nineteenth century
globalisation coincided with the development of modem capitalism. Capitalist industrialisation
correlated with a policy of free trade imperialism and gold standards. There was rival imperialism
with other great powers, notably the social mercantilism of Germany. The differences were between
the world order of the nineteenth and that of twentieth century. Today's scientific-industrial
revolution is intimately related to the globalised capitalism and is much more productive than its
nineteenth century counterpart was. Gereffi (199654-57) highlights that the integrated system of
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global trade and production gave a birth to the modem industrialisation of today. Both space and
time have shrunk owing to innovated technologies in the transportation and communication of those
concerned with the economy and production process. Manufacturing methods under the exportoriented intention has accelerated the process of globalisation in the last decade. The newly opened
massive markets have spread all over the world, while by means of capitalism and democracy,
cross-border trade has become easier as regulatory barriers to foreign investment eased.
Telecommunication and transport costs have fallen due to the innovated modem technology and
capital markets that have opened up (Manning, 1997:36; Hough, 1996:50).

In the present situation of globalisation, there is massive transfer of assets from a national to an
international financial oligarchy. In order to accelerate the liberalisation of economy, the
International Monetary Fund (IMF) and World Bank are using measures to impose further
conditions on these countries. This will decrease national control and increase control over the
economy by outside players. Specifically in developing countries, asset values have fallen in terms
of US dollars. The social class hurt mostly by the financial collapse of the economy and the foreign
corporations' controlling power is the Third World (Tandon, 1998:ll; Kiely, 1998:26). Today,
countries that allow the easy migration of skilled labour could specialise in any field. The USA and
other advanced countries have benefited enormously from this movement (Kugut, 1999:167).
When a country violates patent rights and tariff agreements, it will be punished by the cross-sectoral
sanction mechanism - the face of contemporary globalisation. Capital has become "dematerialised"
and within the productive sector of capital, it has become more knowledge-intensive than ever
before. The boundaries between agriculture, industry and services have become obscured. Due to
the limitations within the market, there is overproduction of commodities in the capitalist system of
production. Equitable distribution of income world-wide would create an effective market for these
commodities, but it does not happen easily, because the private and corporate accumulation of
capital does not consider the welfare of people through its distribution. This is the motive force of
globalisation (Tandon, 1998:16). According to Michie and Padayachee (1997:156) South Africa has
the world's most unequal distribution of income.
The emergence of globalisation, centralisation and concentration of capital enabled the birth of a
corporation whose decision affected millions of people across boundaries and future economies
( A X , 1997: 60). Kock (1998:7) expresses the view that globalisation is not only an integration
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process, but also a process that creates social struggles involving social disintegration and the
fragmentation of state structures.
To summarise the previous theorists' findings, the globalisation process started in the nineteenth
century or even before that. After the disintegration of the Soviet Union and the end of the Cold
War, the globalisation process accelerated.

4.4 BACKGROUND TO AND TRENDS OF GLOBALISATION
This section provides a clear picture of the background and trends of globalisation. It is important to
understand how the globalisation process has influenced various aspects in the world. Understanding
the nature and trends of globalisation is imperative for the purpose of this study, because it will give
insight to automobile manufacturers with regard to the global market.

4.4.1 The contradictions of globalisation
Globalisation has been a key feature in the expansion of finance and the advancement of corporate
services, not simply as a means of raising profits and lowering costs as with many manufacturing
industries. The main consideration was to reduce the existing regulatory role of the state (Sassen,

1996:42). The globalisation process involves contradictions both among and within countries. The
social structure of the world is shaped by globalisation, taking the form of a three-part hierarchy. At
the top are people who are integrated into the global economy, including everyone, from global
economy managers down to the relatively privileged workers who serve global production and
finance in reasonable state jobs. The second level includes those people who serve the global
economy in more precarious employment. This category is segmented by race, region and gender as
a result of the restructuring of production by post-Fordism. The fact that states have less regulatory
powers with regard to automation, is another contradiction. To enhance national competitiveness,
state and intergovernmental organisations play an important role in enforcing the rules of global
economy. However, their powers of shielding domestic economies from the negative effects of
globalisation have diminished. The uneven tendency towards decomposition of civil society is
another contradiction of globalisation. This takes on the form of both fragmentation of social forces
and a growing gap between the base of society and political leadership (Cox, 1996:26-27).

4.4.2 Neo-liberal thinking
The neo-liberal policy is a significant tool to reorganise the capitalist system again after the world
economic crisis of the 1970s. The neo-liberal strategies of developed countries help to create a
unified and integrated global economy (Shafika 1997:19; Kiely, 1998:33).
According to Shafika (1997: 19-20), the neo-liberal agenda is based on the following ideas:

The market rules: The state's involvement and control in the economy is reduced. The state is
only responsible for establishing conditions and supplying the infrastructure for production.

Privatisation: The state sells some or parts of its enterprises through privatisation programmes.
These activities are sometimes called "restructuring the state's assets".

Deregulation: fewer laws regulate the economy, with less price controls and subsidies.
Cuts in government spending: Smaller amounts of money are allocated to welfare programmes
in education, health and social security. It also means job losses in these sectors.

Competition: Private companies compete for a share in the market; workers compete with each
other for jobs; labour competes with machines.

Outward orientation: The economy is organised to export goods to be. sold on the world
market.

Trade liberalisation: Taxes on imports are cut and local industries are no longer protected from
outside competition.

Specialisation: The economy specialises in producing what it is best at in the world market.
Flexibility: The workplace or factories will be arranged flexibly according to the needs of the
market.

Individualism: This entails the freedom of individuals to organise their own lives.
The neo-liberal system is the important factor that links up with universal laws of economic
development in order to cross the borders from the more highly developed to the least developed
countries. The neo-liberalism involves the rapid development of the world economy from an
international economy to a global economy. The difference is that an international economy is one
where the main actors are national economies that are linked through trade and investment. In a
global economy, national economies are losing their identities and are being integrated into the
global economy (Braithwaite & Drahos, 2000:9).
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The major trends of globalisation are the following. Capitalism has spread all over the world, power
is more concentrated, global competition is rising, while the powers of government are declining.
Centrally planned economics collapsed in the Soviet Union and Eastern Europe during 1989 and
1990, leading to further expansion of the global market economy. The Soviet Union and Eastern
Europe are now included in the world market, which had been closed in the past. Wealth, ownership
and power are becoming increasingly concentrated in the hands of TNCs and the few rich
industrialised countries that dominate international institutions like the World Trade Organisation
(WTO) (Kiely, 1998:30-33; Berger, 1996:9).
According to Shaflka

(1997:25), governments cannot control the movement of money into and out

of their countries, as exchange takes place through computers. TNCs are able to bypass governments
and can move factories to different countries of the world. Because TNCs are growing, they are able
to exert more influence on the national economy than national government could (Kiely, 1998:46).
Under neo-liberal economic policies governments are pressured to free its trade by reducing tax on
imports and to sell off their assets through privatisation. Governments can no longer exert strict
control over the information that their citizens receive due to improved communication technology.
National policies are affected by international institution such as the IMF, World Bank and WTO.
The major nature of globalisation means that national governments are going to become absorbed
into joint government groups or blocs, their policies reducing the power of governments (Gill,
1999:72; Shafika, 1997:24-25).

4.4.3 Instruments of globalisation
The World Trade Organisation is the key instrument in the contemporary phase of globalisation. It
was formally established in April 1994 as part of an agreement reached by the General Agreement
on Tariffs and Trade (GATT). The WTO is the chief international organisation that governs world
trade. It controls trade regulations to the benefit of the international banks and TNCs and also
supervises the enforcement of national trade policies. In 1995 the WTO's formation and the
Uruguay Round Agreement started to play a significant role in international economics, which
proved to be a historical landmark in the acceleration of the global economic system (Buthelezi,
2000:8; Ruggiero, 1998:15). In order to provide support, the IMF and World Bank also changed
their constitutions and their operations for financial liberalisation. Today, financial openness is the
imperative aspect that operates through the regime of privatisation and deregulation imposed by the
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World Bank and IMF's structural adjustment programmes (Hoogevelt, 1997:84). G7 countries are
also playing an important role in the global economy (Tandon, 1999:109; Korten, 1995:166; Gill,
1999:69). The G7 countries have considerable influence on global institutional structures and
networks of political co-ordination, bringing together the world's advanced capitalist countries and
acting or operating as a global directorate (Held & McGrew, 1993:272).

Capitalism in this regard means that a small powerful group of private owners are using production
factors or financial resources, raw materials, machinery, land and labour (Nzimande & Croni,
1997:66). According to Cheru (1996:145), a few hundred international industrial and financial
corporations are the key agents of globalisation.
Decisions are taken in the WTO on the basis of what is called negative consensus. If no country
objects to a proposal or decision, it is deemed to have received consensus of members and becomes
a binding decision. Many small countries from Africa cannot even afford to have a delegation in
Geneva, therefore many decision in the WTO are taken without the participation of African
countries (Tandon, 1999:12).

4.4.4 The Uruguay Round Agreement
The Uruguay Round Agreement is another important instrument that exacerbated trade liberalisation
and world trade-related aspects over these decades. This agreement was the eighth round of tariff
negotiations since the end of the Second World War. This agreement superseded all other previous
rounds that were traditionally considered "trade". Uruguay brought matters such as intellectual
property rights, investments, procurement and labour standards into its purview. These "traderelated intellectual property rights" (TRIPS), "trade-related investment measures" (TRIMS) as well
as many other trade-related issues came about under the trading regime of the Uruguay agreement
(Tandon, 1999:llO-111; Braithwaite & Drahos, 2000:9; Buthelezi, 1998:31; Lai, 1998:134). South
Africa is one of the signatories to the Uruguay Round Agreement and is required to reduced tariffs
on its imported goods accordingly (Bell, 1997:74).
The WTO has introduced new rules regarding intellectual property rights, making the system highly
monopolistic in favour of MNCs. A company has to prove that it is using a different process or
technology from the one used by the challenger. The court could mandate companies to seize goods
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or machinery used to produce patented products. It is therefore much harder now than during the
1950-1990 period (Korten, 1995:180; Gill, 1999:71; Tandon, 1999:119).

4.4.5 The Marrakesh Agreement
This agreement was between the members of the WTO in April 1994 in Marrakesh, Morocco. The
major aim of this agreement was to free up trade in the global economy. Member countries,
according to the agreement, had to reduce their tariffs by one third and some sectors had to have
zero tariffs. South Africa is also a signatory to the agreement.
The South African government has to implement the following according to the terms of the
Marrakesh Agreement:
About 12 800-tariff lines will be rationalised into no more than 1000 lines.
About 33% of industrial tariffs will be cut down in five equal annual stages, starting in
September 1995.
The clothing, textile and automobile industries will have a period of 8 years to reduce tariffs. By
2002 import duty for motorcars and light vehicles will not exceed 40%. (It was 115% in 1993).
The price of consumer products will fall because imported products will be cheaper, which could
have both a positive and negative effect. For example, car prices will drop by 25%. Thousands of
jobs will be lost and companies will go out of business. It is estimated that in the motor vehicle
industry alone 150,000 jobs will be lost (Shafika, 1997235; Chossudovsky, 2000:147).

4.4.6 Multinational Corporations (MNCs) and Transnational Corporation (TNCs)
There is currently a debate about the difference of multinational corporations (MNCs) and
transnational corporations (TNCs). Jeannet and Hennessey (1998:16) also refer to MNCs as global
companies, transnational corporations, firms or stateless corporations. There are no clearly
acceptable differences between MNCs and TCNs. Definitions by various theorists are given below.
Firstly, the definition of a multinational corporation is that of an international company with
international operations and subsidiaries, strongly linked to a particular nation-state where its
headquarters are based. The nation-state has some control over an MNCs. Jain (1993:31) defines
MNCs as having the highest level of overseas involvement, characterised by a global strategy of
investment, production and distribution.
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Weiss (1997:lO) expresses the view that cost reduction is the driving force compelling MNCs
toward a footloose career. This author argues that new transport and information technology
liberates and encourages MNCs to exploit low-cost production sites, resulting in a globalisation of
production.
Secondly, TNCs have changed from being multinational corporations to becoming truly
transnational corporations. TNCs differ from MNCs, because TNCs have integrated its strategies on
a world-wide scale rather than separate strategies on a country-by-country basis (Jeannet &
Hennessey, 1998:17). According to Terpstra and Sarathy (2000:651), TNCs are the conceptual
translation of the rule to think local and act global. TNCs often have products that have to be
adapted according to the needs of local markets. At the same time, the size of TNCs leads to benefits
from the centralisation or regionalisation of certain functions such as finance or product
development.
National government cannot, however, control the TNCs and only regulation agreed upon and
enforced internationally could limit the powers of these TNCs. A TNC is sometimes referred to as a
"stateless corporation". Today TNCs are highly decentralised, while their power and control over
the global economy is highly concentrated (Shafika, 1997:llO).
The history of TNCs can be traced back to the late nineteenth century. After the Second World War
TNCs grew rapidly. The operations of TNCs expanded to developing countries in 1950s, mainly
concentrating on agriculture and oil extraction. During the late 1960s TNCs started to set up
manufacturing companies in developing countries because of cheaper labour and product markets.
During this period it was difficulty for TNCs to export to developing countries due to the high tariffs
imposed by the developing countries on imported products in order to protect their economy. A
number of developing countries encouraged TNCs to set up companies in their countries by forming
export processing zones or free trade zones, which served as incentives for those TNCs. By
implementing computer technology, TNCs have organised industrial production all over the world
through their factories or subsidiaries. For this purpose they transfer technology, management
techniques and work organisation across the globe (Shafika, 1997:lOO-105; Spybey, 1996:84-88;
Braithwaite & Drahos, 2000-208).

The more powerful primary trend of globalisation is the growing effect that TNCs have on national
and local economic development prospects. There are important variations in the degree of direct
and indirect TNC influence on different nations, locations and actors in Europe (Amin & Malmberg,
1994:234). TNCs may not be newcomers to the international scene, but the escalation of their
activities and cross-border corporate alliance has taken on a new character (Berger, 1996:6). Wade
(1996:60) highlights that TNCs have become the most powerful type of economic actor, even more
powerful than government. Science, technology and economy are the important factors for the
interdependence of nations. After 1960, many companies faced more foreign-based competitors both
at home and abroad. National economies are now much more integrated through trade and foreign
direct investment (FDI) than in 1960 (Wade, 1996:62). According to Madeley (1999:3), TNCs grew
rapidly in the late 1990s. In 1998 there were around 70,000 TNCs compared to 53,000 in the early
1970s. Most of them are based in industrialised countries and have over 450,000 foreign subsidiaries
or affiliates all over the world. About 73 m people are employed by TNCs world-wide and about 12
m people are employed in developing countries, constituting around 2% of the work force of those
countries. TNCs are boosting their FDI in developing countries and about a hundred TNCs account
for one-third of all the FDI in these countries. All decisions by TNCs will be made at head office
and not in the countries where they operate their affiliates. These decisions affect the people of
developing countries (Madeley, 1999:5). According to the United Nations (2000:18) there are now
some 60,000 TNCs with around 500,000 foreign affiliates world-wide, accounting for $11 t of world
sales with assets of almost $ 15 t. The 100 largest TNCs control one-fifth of the global foreign assets
and one-third of sales.
The 500 largest industrial corporations in the world control 25% of the world's economic output.
The top 300 TNCs (excluding financial institutions) own 25% of the world's productive assets.
Global trends are clearly towards greater concentration of the control of markets and productive
assets in the hands of a few giant companies. The global market is becoming a highly monopolistic
one where five companies control more than half of a global market. In the case of automobiles, a
small number of companies are controlling nearly 70% of the entire world market (Korten,
1995:223; Gill, 1999:69). According to the United Nations (2000:119), the leading automobile
TNCs increasingly consider their activities in developing countries as integrated parts of their global
production strategy. Seventeen major automobile TNCs in the world are engaged in automobile
manufacturing and marketing. They dominate the largest market for automobiles and account for
nearly 90% of world production.
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TNCs are dealing with a much larger scale of world trade than developing countries with their
relatively small-scale export companies. Developing countries do not have large-scale trading and
manufacturing companies with modem technology, greater capital and skilled labour to operate in
this way (Buthelezi, 2000:ll). Activities of TNCs have increased once again since 1994 after
apartheid came to end. During the 1980s the influence of TNCs' declined significantly under the
influence of sanctions against the apartheid government. Since April 1994 a number of TNCs have
returned to South Africa.
TNCs and MNCs play a major role in both developed and developing countries. TNCs and MNCs
are now, after the Second World War, operating in developing countries, while its economic and
industrial power is deepening and expanding in developing countries. TNCs are not just a change in
terminology, they are distinctly different companies. TNCs have more power and domination of
developing countries' political, economic and social order. They have a different focus, vision,
orientation, strategy, structure, R & D activity and policy, human resource policy, operating style,
sophisticated communication pattern, sound financial capacity, sourcing policy, new innovated
product development policy and investment policy in order to control the global market. TNCs are
the principal instrument in the expansion of business on an international scale. TNCs and MNCs
represent the highest level of overseas involvement and are characterised by a global strategy of
investment, production and distribution. Thus, globalisation in its present phase, is largely for
unrestricted and globalised operations of the TNCs, with uncontrolled international capital
movements, international commodity flows, financial movements, globalised communications for
the unrestricted propagation of Western culture and ideas. Developing countries have no option hut
to open their markets, embrace globalisation and attract the TNCs. The reason for this is because
developing countries are facing a lack of employment creation, shortage of technology, foreign
exchange, financial resources and a higher level of foreign debts. TNCs have considerable power,
knowledge and experience to exploit the resources and market of the developing countries. TNCs
play an important role in industrial restructuring by virtue of their size, technological powers and
industrialised markets with regard to skill, capital, technology and brand, human resources and
supply linkages. Their production networks dominate world trade and their presence could make it
easier to enter markets and achieve competitiveness. TNCs can upgrade and restructure industrial
activities in developing countries.

Automobile TNCs play an important role, especially in assembly and marketing in developing
countries. Its modernisation and expansion began in the late 1980s or the early 1990s as a result of
trade liberalisation in most developing countries. Large automobile TNCs have considerable
political and economic powers in host countries because of their contribution to employment,
exports and FDI inflow and higher level of their linkages to other companies.

4.4.7 Changes in global production patterns
Globalisation has intensified not only in the financial and trade spheres but is also characterised by
the emergence of a highly innovated world-wide production structure. Various factors of production
and methods of production are increasingly exchanged between the countries on a world-wide scale
under the globalisation process through trade and economic liberalisation. Production processes are
undergoing restructuring in order to meet the demands of a competitive global market. The nature of
work and methods of production are an important part of an ongoing process of globalisation. This
section will deal with changes in global production.
4.4.7.1 Origins of mass production
Before industrialisation, the majority of people lived in rural villages. They were mainly dependent
on agricultural production and family members were employed for their production. Weaving,
basket making and pottery activities were features of these cottage industries of the eighteen-century
Europe (Mathews, 1989:11). The majority of cottage production depended on merchants to supply
people with raw materials, paying standard prices for finished work. This system was called protoindustrialisation and the present industrial system developed from this system. This system
permitted capital to accumulate to the hands of merchants who had an incentive to re-invest it in
manufacturing that encouraged the growth of markets, skilled workers and division of labour
(Mathews, 1989: 12).
4.4.7.2 The factory system and mass production
Gradually, the modem factory production system emerge,d between the middle o~fthe eighteenth
century and the end of the nineteenth century. Water wheels and steam engines were used for this
production method. Mass production methods gained ground over its craft-production technological
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rival throughout the nineteen century. This system enabled manufacturers to reduce the cost by
standardising the production or parts of production and using repetitive mechanical methods to
substitute skilled labour. This method was perfected in the years after 1850 in the USA by mass
production technology that actually depended on the standardisation and interchangeability of parts
(Mathews, 1989:20-21; Abernathy, 1978: 22-24).
Large purchases of raw materials and large investments were required for this mass production
system. According to this manufacturing method, resources and raw materials were suited to the
manufacturing of one particular product and these resources would have no place when the market
for this product declined. Manufacturers therefore had to create markets for their products
(Kaplinsky & Posthuma, 1994:12; Mathews, 1989:21-22). In 1913 Henry Ford installed the modem
assembly-line system at his vehicle plant in Highland Park, Detroit.

For the first time this

introduced an endless-chain conveyor for vehicle production. By 1920, mass production had spread
to Europe, Japan and elsewhere. This new mode encompassed mass production, assembly-line
techniques and scientific management in one or other guise. This system came to be called Fordism
(Mathews, 1989:27; Abernathy, 1978: 22). In this system the various sub-parts were assembled into
the whole, called mass production. This period was generally called "Fordism" in economic,
political and social science literature (Hoogevelt, 1997:92). The material opportunity for this global
Fordism was created by the decomposition of the production process into simple tasks that could be
carried out by unskilled labour. (This itself was a key feature of the Fordist system of production
generally known as "Taylorism") (Hoogevelt, 1997:46; Kock, 1998:9).
Operating time was reduced and rationalised through a high degree of mechanisation, hierarchical
division of design, goods produced in bulk at low cost. Fordism was to reduce relative processes in
order to stimulate mass consumption (Boyer, 1993:7). The Fordism model required decision-making
to be highly centralised within a series of divisions that were solely responsible for among others
design, production, personnel management and finance. Rising stock levels and slowness to respond
to new consumer requirements were sanctions imposed by institutional characteristics of Fordism.
Companies made efforts to reduce unit costs and increase productivity, but during the 1970s
consumers expected quality, durability and effective after-sales service on products (Boyer,
1993:13; Hirst & Zeitlin, 1991:2).
A new production system was introduced that consisted of communication, multiple skills, and high174

quality production with high added value on the international market. This involved intensive
restructuring of existing industries, making continuous innovation, multiple-skilled and employee
support for company objectives so efficient. The new principle of production that underpins an
alternative to Fordism is now widely accepted by a community of practitioners, management
theorists and economists. The new production system has the ability to overcome the imbalances
and difficulties that were faced by the Fordist model. Internal transfer of workers and resources to
internal training during slow periods and overall reductions in working hours are some of the factors
needed to improve productivity and quality. Product differentiation, the capacity to react to the
market and the arrival of multi-skilled operators presuppose an alternative organisational form. The
objectives would be to reconcile permanent cost reduction and quality as a marketing device, while
internal production flexibility is also a major aspect of this flexible system (Boyer, 1993:28- 30).
4.4.7.3 Lean production
The disadvantages of mass production are rigidity and standardisation. Mass production cannot cope
with flexibility, cyclical recessions, increased competition or changing market tastes. By the 1960s,
capitalism had been reconstituted and a fierce climate of global competition required changes and a
new production system (Hoogevelt, 1997:93). This need brought about a flexible production system
that included flexihle production, work processes, a flexible labour market and products, flexible
education and patterns of consumption to the world. A new organisation of the production process
invented by Toyota in the 1950s combined the advantages of mass production and craft production.
Toyota is now producing a wide variety of products (vehicles of all kinds) with the same general
tools, called "Toyotaism". This method is referred to as "lean production". In addition to this lean
production system, Toyota gradually introduced the just-in-time (JlT) production method. This
means that Toyota stopped building motorcars in advance for unknown buyers and converted to a
build-on-order system. Toyota dealers developed aggressive selling techniques that involved regular
visits to customers. The company goes directly to existing customers in order to create new products
(Hoogevelt, 1997: 96; Tomaney, 1994: 65; White, 2002:167-174). Lean manufacturing is a
philosophy of manufacturing that focuses on delivery of the highest quality production at the lowest
cost in time. Lean production entails a flexible product that requires reducing capital requirements,
facilitating product turnover and product differentiation, improving production quality, continuous
organisational learning and involving all members of the organisation (Streeck, 1996:138-140). This
production system also focuses on value stream methods. These methods include all the steps in the
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production process needed to convert raw materials into a product according to customers' needs. It
also develops a better relationship between component suppliers and assemblers. This enables the
implementation of the JIT system in their production, inventory and distribution successfully (Liker
& Chum Wu, 2000: 82; Kaplinsky, 1998:25). These new production methods have been referred to

in a variety of ways or terms, such as "flexible specialisation", "post-Fordism", systemofacture",
"the new competition" and "lean production" (Kaplinsky & Posthuma, 1994:7). Toyota follows four
rules in their production. These rules guide the design, operation and improvement of every activity
and provide the pathway for every product and service. The four rules are as follows:

Rule: All production work should be specified as to content, sequence, timing and outcome.
Rule: Every customer-supplier connection must be direct.
Rule: The pathway for every product and service must be simple and direct.
Rule: Scientific methods are used for any improvement under the guidance of a teacher, at the
lowest possible level in the organisation.
Toyota follows a specific time schedule for each activity for each worker in this production method
(Spear & Bowen, 1999: 99). The following concepts play an important role in the lean production
method.
4.4 7 3 1 Thefocused factory concept in lean production

According to Swamidass and Darlow (2002: 17) the concept of manufacturing strategy and its
implementation were introduced in the 1960s. Cost, quality and flexibility became collectively
attainable goals in the manufacturing strategy in the 1990s. Today the focused factory (FF) concept
is one of the most important principles used in large-scale factory reorganisation. For more than a
decade manufacturing cells permitted "lean",

"agile" and "flexible" manufacturing. The

manufacturing strategy for a plant consists of five major facets so that the products of that plant and
processes are competitive. The areas are:

-

-

-

Differentiation technological sophistication and product features;

-

Flexibility to modify products to suit customers and delivery volumes;
Manufacturing cost;

-

Timelines lead time and reliable delivery; and
Quality - quality with regard to product performance, reliability and durability.

Swink (2002:25) suggests that over the years, several strategic planning frameworks have been
developed that involves those associated with manufacturing competencies. The manufacturing
strategy and process enable a company to differentiate its products from its competitors' products.

4.4.7.3.2 The total quality management concept

Total quality management (TQM) indicates excellence of performance throughout the total system,
including design, production, distribution, service, and the involvement of all categories of
employees, customers and suppliers in the quality initiative (Natarajan, 2002:69). Toyota introduced
the TQM system in order to achieve its goals through the flexible method. Quality is an essential
basic business principle for any product. Quality means that external and internal customers are
provided with innovative products and services to satisfy their requirements. All groups of the
workforce and management at all levels are involved in promoting the concepts and practice of
TQM. This involves the implementation of specific quality inspection producers and participation
by managers in group quality activity (Kaplinsky & Posthuma, 1994: 85). Most organisations have
to be redesigned to be able to compete with the most efficient companies. The Japanese lean
production is designed to replace the old Fordism mass production of standardised goods (Boyer,
1996:29). Lean production has today become a most efficient manufacturing practice world-wide.
For example, Germany has organised its automobile-manufacturing industries in order to survive
international competition and has been quite successful in its own way during the restructuring
period of the 1970s and 1980s (Streeck, 1996:138-140; Black, 1994:ll).
4.4.7.3.3 Computerised manufacturing technology

Computerised advanced manufacturing technology (AMT) has been introduced in the
manufacturing process in factories of global companies with huge amounts of investment. The
following are some of these modem technologies:
Computer-aided manufacture (CAM)
Computer-aided design (CAD)
Computer-aided planning (CAP).
CAM techniques now include numerical control (NC) and computer numerical control (CNC)
machine tools and machinery centres: industrial robotics and flexible manufacturing cells (FMCs) or
flexible manufacturing systems. CAD techniques could vary from simple drafting aids to
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Figure 4.1: A comparison of Toyotaism and Fordism
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sophisticated computer systems, which test alternative designs for stress and other characteristics
when they become computer-aided engineering (CAE) tools. A CAP technique includes software
that links parts needed by suppliers and inventories such as manufacturing resources planning
(MRP). CAP techniques also include computer-aided process planning (CAP), which routes parts
through the factory in optimal ways (Mathews, 1989:43; Hoogevelt, 1997:102-103). Figure 4.1
above shows the difference between Fordism and Toyotaism.

4.4.8 Communication technology
Communication technology plays a vital role in reinforcing global activities, which reduce the
space, time, distance and social order in the exchange of commodities and services between
countries. There is a close relation between the process of globalisation and modem communication.
Mohammadi (1997:67) ,argues that communication technology is one of the important factors to
accelerate the globalisation process faster than other sectors of the economy to dominate the world
market. The rapid deregulation policy has formed a powerful tool in the globalisation process. The
new world information and communication order's (NWICO) ultimate goal is a restructured system
of media to obtain greater influence over media, information, economic, cultural, and political
systems of developing economies (McPhail, 2002:8; Korten, 1995:222).
Today, satellite communication systems can supposedly "shrink" distances because of its ability to
cover large expanses of the earth's surface (Craig & Douglas, 2000.8). Broadcasting and
communication of satellites usually cover a great many countries with a very cost-effective way of
reaching large populations spread across large areas at the same time (Negrine, 1997:57). In 1965,
the International Telecommunication Satellite Organisation (INTELSAT) was established to provide
an international satellite communication service. The USA was the major participant in INTELSAT
from its inception. It provided the satellite technology necessary to complete the global
communication system that was in place by 1969. Major telecommunication operators became
members and customers of INTELSAT in different countries (McPhail, 2002: 209).
McPhail (2002:12) discusses the electronic colonialism theory and how it influences the economy
and mind of people in developing countries. This theory highlights the dependent relationship of
developing countries and the importation of communication hardware. and foreign-produced
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software established by the West. This includes engineers, technicians and related information
protocols to establish a set of foreign norms, values and expectations with a varying degree of
domestic cultures, habits, values and the socialisation process. Mercantile colonialism seeks cheap
labour, while electronic colonialism seeks minds. In recent times, the rapid development of the
Worldwide Web (WWW) has accelerated the activities and functions of globalisation all over the
world. The WWW, which includes storing, displaying, searching and formatting computer-based
information, enables the global interconnection of personal computers (PCs). The situation will
continue to escalate, as e-commerce becomes the mode of communication in the marketplace.
Entrepreneurs will be of benefit for some nations, while other nations may stall or regress over time
to a weakened global economic and social position (McPhail, 2002: 223-235).
There are unequal trade and economic growth both between and within countries. Until very
recently, the application of modem science and technology has been concentrated in the industrial
sectors in a small number of countries. Developed countries are industrialised. New challenges
emerged with regard to industrial and economic policies in developing countries. The industrial
sectors have mostly benefited from the introduction of a successive wave of new technologies
(Kaplinsky, 1998: 3 & 19). The major goal of global communication is to make electronic colonies
of large segments of the population around the globe in order to increase market share and maximise
profits.
Global companies are setting up their factories not only where they can reduce manufacturing costs
and where labour is cheap, they also locate their marketing staff in the most suitable and fruitful
zone where efficient communication is available. These companies base their top management in
countries where taxation will not affect salary packages heavily (Stones, 1998:16).
Authors like Tandon (1999:121-125); Yip (1989:2); Be11 (1997:8) and Cemy (1997:256) argue that
globalisation can be seen as the harbinger not simply of a New World order, but of a New World
disorder. Different markets, companies and economic sectors are organised in distinct ways, and
owners of capital arbitrage that provide different rates of return are the major nature of globalisation.
The above discussion has disclosed the recent trends and nature of the current globalisation clearly.
The blumng of boundaries of nations imply the major trends and issues of globalisation. These
changes in the world will surely impact on the local and regional vehicle market of South Africa. All
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automobile manufactures must therefore have a broader insight into the nature and trends of
globalisation in order to react in the global marketplace.

4.5 GLOBALISATION AND ITS IMPLICATIONS FOR DEVELOPING COUNTRIES
This section traces the implications of global activities for developing countries in the recent and
present global marketplace. This part will briefly provide information on the economic and
marketing conditions of industries in developing countries so as to assess their weaknesses and
strengths in the globally competitive market.
First, there is a need to understand the differences between developed countries and developing
countries. This will enable one to identify the role, strengths and weaknesses of developing
countries in the context of globalisation.

4.5.1 The power of the developed countries
A number of different terms such as industrialised, developed, advanced capitalist, the First World,
and the North (because most are situated in the Northern Hemisphere), are used to describe the
developed countries of the world. Sweden, Norway, the Netherlands, Belgium, Germany, France,
Italy, Canada, the USA, Japan, Australia and New Zealand, are industrialised countries. The Group
7 (G7) countries are the most powerful countries in the world (Shafika, 1997:36).
Shafika (1997:36) alludes to the following key aspects of why these countries are regarded as the
developed countries of the world:
Higher levels of technology and a more educated and skilled working population make them
industrialised countries. Industrial products form a larger proportion of their economies than
other sectors of the economy do.
They have a history of organised political and economic control in comparison with other
countries in the rest of the world.
The majority of these countries have more powerful military forces than other countries do.
Ninety percent of the world's top TNCs dominating the world economy have their headquarters
in these industrialised countries.
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increasing competition from expanding markets. In this era, automobile manufacturers cannot
survive without expanding their market globally. Eventually they would lose their domestic markets
because they will be pushed aside by stronger competitive global competitors. Automobile
manufacturers in South Africa have come to realise that it is very difficult to isolate domestic
economic and marketing activities from global market events. All automobile manufacturers in
South Africa have been threatened in their survival as a result of global trade liberalisation. A deeper
knowledge of global marketing is essential when a company competes with global competition. As
far as automobile manufacturers in South Africa is concerned, they have to keep abreast of
competition and maintain a viable position in increasingly competitive markets. Therefore a global
perspective is necessary. This section attempts to give a brief idea of global marketing and global
marketing strategy.
Braithwaite and Drahos (2000:8) argue that there are three kinds of globalisation. These are:
The globalisation of companies;
the globalisation of marketing; and
the globalisation of regulation.
Perhaps the most popular topic in the globalisation literature is the globalisation of markets. Global
companies in a specific territory spread its operations through corporation groups and structures to
other territories. In the case of global markets, buyers or sellers can meet any one of these
companies physically through agents or electronically in order to conduct transactions of goods or
services. The connection between the globalisation and regulation is elaborated as follows:

Market globalisation without regulatory globalisation: The gambling market has been
substantially globalised, with Internet gambling and high rollers being flown to casinos under
special deals to attract their custom.

Regulatory globalisation without market globalisation: Here markets are not global, are for
the benefit of welfare and the supply of drugs to citizens. In these regimes the state indicates the
price they pay and as a result there is no global market for a product.

Globalisation of companies without market globalisation: Industry is not the largest
corporation and it is more globalised, with larger and many smaller markets.

Globalisation of companies without regulatory globalisation: There are global media
companies and global trade in audio-visual services such as the television. The regulation of the
media is still a national affair (Braithwaite & Drahos, 2000:9).
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because many of them are situated in the Southern Hemisphere. The "Third World" and
"underdeveloped countries" are other terms used to indicate these countries. Some of these countries
that have fast-growing developing economies are called newly industrialised countries (NICs).
South Korea, Taiwan, Singapore and Hong Kong and those based in South East Asia that have
undergone rapid industrialisation and economic growth are called the "Asian Four Tigers", while the
poorest countries are called least developed countries (LDCs). In addition to the NICs, countries like
India, Mexico, Brazil, Argentina and South Africa are referred to as "emerging economies".
However, their economies have not shown the same dramatic growth as the NICs (Shafika,
1997:46).
Amin (1997:3) is of the opinion that the capacity of a country to compete in the world market is a
yardstick to define its position in the global hierarchy. According to the International Labour
Organisation (ILO, 1997/98:6), the growing interdependence of national economies in the
emergence of newly industrialised countries has resulted in stiffer competition among states,
companies and trade unions. Generally, the globalisation of the economy has been accompanied by
common trends in the practising of industrial relations. The strengths and weaknesses of labour
unions are an important factor in the productive capacity of an industry in the globally competitive
position. Still, Africa and other developing countries mainly rely on the exports of primary products.
Africa has failed to achieve competitiveness with the advanced industrialised countries in
technology (Buthelezi, 1998:29). Millions of small Third World producers have been weakened by
the dominant position of the TNCs through their control over both buying and selling of goods and
services in international trade (Buthelezi, 1998:31).
In the context of trade liberalisation, the developing countries have to reorganise their
manufacturing methods in order to improve competitiveness. There is increased interest among
developing countries in the applicability of the Japanese's production methods of JIT and TQM. The
success of the manufacturing industries of Japan and Italy has increased industrial problems in
developing countries. There are three types of transformation related with lean production. These are
the reorganisation of production along JIT/TQM lines, the transformation of design, and the
development of new relations with suppliers. Production follows the line of JIT and TQM of lean
production to satisfy customers. A system of meeting needs with the minimum possible inputs
reduces wastage of resources (Humpherey, 1995:149-150).

Koike (1998:92) says it is often highlighted that the low level of technology in most developing
countries is the key hindrance to quality production, while transfer of technology requires a great
deal of organisation and experience. MNCs are reluctant to transfer their technology to developing
countries and to purchase domestic parts and components (Kagami, 1998:l). Kagami (1998:l)
argues that MNCs are reluctant to buy locally produced parts and components in developing
countries because the quality of the products is insufficient to satisfy the required level from a
technological point of view. The primary and secondary school education system has been
universally accepted as the backbone of a developed society with science and engineering as
important factors in the continuous learning process. However, this level of education and
vocational training has not realised in developing countries. Due to the fear of "boomerang effects",
MNCs are not willing to transfer their technology to developing countries. If a MNC transfers its
technology for a certain product to a developing country, that country would be able to copy exactly
and export the locally manufactured products back to the MNC's mother country within a short
period of time. Developing countries could become direct competitors of MNCs if they reach a
certain level of development after stealing and imitating the new technologies from the MNCs
(Kagami, 1998: 10).
Developing countries do not have sufficient technology, education and capital to compete with
global companies to enjoy the benefits of globalisation activities. The result of recent globalisation
trends has increased the inequality of the economy in most of the developing countries as economies
become liberalised under the process of globalisation.

4.5.3 Modes of technology acquisition
There are some specific routes through which developing countries receive technology from the
MNCs or industrialised countries. These routes are:

Foreign direct investment (FDI) route. According to this method, MNCs are opening up their
factories in developing countries to produce consumer-durable goods. Factory layout, assembly
lines, machines and equipment, product design, parts and components, and production
technologies are brought in by the MNCs.

Disembodied technology route: Inventors have to spend large amounts on new technology, so
technology is not free. New technology is registered and protected in the form of patents. Host
countries sometimes use this disembodied technology route for technology acquisition by
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creating joint ventures with MNCs. Developed countries argue that intellectual property rights

are marketable. Technology can be transferred on commercial basis on payments, while the

WTO also strongly recommends this route.
Embodied technology route: New designs and ideas are an important facet of new products.
Importation of new products or machines is another way of transplanting new technology.

Domestic research and development (R &D) route: Domestic companies and government of
developing countries can develop through their R & D process.

Technology co-operation through official development assistance (ODA): The bilateral cooperation between two countries is another route for technology transfer (Kagami, 1998:3-6).

4.5.4 Globalisation trends and the African conditions
Chem (1996:145) says globalisation encompasses contradictory trends, with varying degrees of
pressure on the state, society and the economy. The majority of poor African peasants and the Third
World as a whole are marginalised due to the hardships of the outcome of globalisation. Two-thirds
of the least developed countries (LDCs) are in Africa. Most of the countries have a lower per capita
income. A food surplus continent 20 years age, Africa now has a food deficit problem.
Globalisation of Africa or the integration of Africa into the global economy from the days of slavery
to the contemporary period of capital-led integration has with regard to balanced costs and benefits
been a disaster for Africa. With regard to the poverty situation in Africa, it is not difficult to see the
connection between globalisation and poverty. Within the process of globalisation, Africa has to use
modem science and technology for the more productive use of land to provide a solution to Africa's
hunger problems. However, there is the danger that science and technology have become the
property of those who own capital and that it is controlled by a few MNCs. Any country would not
be poor in the world today if there were free transfer of technology (Tandon, 1998:19-20; Kiely,

1998: 24).
African governments are facing increasing hunger and poverty in their countries. Indigenous
fanning methods are unproductive and wasteful of land. Africa is in urgent need to invest in
technology to modernise the production of farming and other manufacturing to eradicate hunger and
poverty. However, in Africa, MNCs who own and control modem technology have the major
objective of generating profits and do not consider the welfare of people. The combination of
modernisation and globalisation has therefore become lethal to the African continent (Tandon,
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1998:20; Buthelezi, 1998:38). Kock (1998:6) argues that the economic plight in the Southern
African region might he increasing as a result of globalisation. This region will have to come up
with a strategy of creative responses to face these challenges.
Of the forty-seven countries classified as least developed by the UN, no less than thirty-two are
found in Sub-Saharan Africa. Madagascar, Zambia and Zaire were added to the list in 1992 by the

UN General Assembly. The differentiation among the developing countries is increasing and
different communities within developing countries are one of the major trends of the world
economy. The increasing differentiation among developing countries means that only a handful of
African nations may be able to attract a small amount of investments, e.g. Egypt, South Africa,
Zimbabwe and Kenya (Cheru, 1996: 147; Buthelezi, 1998:48).
Mittelman (1996:ll) argues that the effects of regional corporations as a means to enhance
participation in globalisation are not known. However, many Asian countries and companies are
looking at improving regional co-operation as access to a burgeoning regional market and as a sound
base for sharing in globalisation. There are three trading blocks - the North American Free Trade
Agreement (NAFTA), the European Union (EU) and East Asian block under the leadership of
Japan. African countries have not yet made proper efforts to link up with any of the three major
trading blocks and will be completely shut out from effectively participating in global trade. African
nations cannot achieve any economic corporations among groups or within African nations. This is
despite the fact that they have established regional corporations such as the Southern African
Development Community (SADC), the Economic Community of West African States (ECOWAS)
and the Preferential Trade Area for East and Southern African States (PTA) (Cheru, 1996:149;
Zarenda, 1997:57-68;Buthelezi, 1998:50-51; Sheth, 1998:61).
4.55 Globalisation trends and the South African conditions

Callinicos (1994: 212-214) indicates that World War I stimulated industry in South Africa during
the period of the war because Britain was unable to deliver goods to South Africa. Many new
factories were set up in this country during this period. Many factory owners became capitalists,
although the progress of the manufacturing industries was uneven and did not always develop at the
same rate. By 1920, more goods were imported than before, during or after the war period. After the
war when British and American factories slowly recovered and went back into full production,
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fierce competition for new customers increased. Many overseas factories offered their products at
"bargain prices", while South African factories found it hard to match those prices and could not sell
their products.
Terreblanche and Natrass (1994:187) illustrate that after the 1960s South Africa made efforts to
move into the stages of import-substitution industrialisation, which were characterised by large
factories and mass production through the use of machinery. However, South Africa was dependent
on the other countries for capital, technology and sophisticated goods for its ability to industrialise.
The global trade competition could therefore be regarded as having started since the end of World
War I with a continuous influence on the various industries in South Africa. Until 1970, this
country remained dependent on the export of raw materials and primary products. Relying on the
exports of raw materials was a weak basis for economic progress. South Africa entered into an
agreement with the WTO to liberalise trade in key economic sectors in order to export manufactured
goods in 1995. This turning point was brought about by the report issued to South Africa by the
World Bank and the GATT in 1993 (Shafika, 1997:70; Buthelezi, 1998:38).
Since the early 1980s, the aggregate economic growth of South Africa has been below the rate of the
growth population. Comparatively, the growth rate is far bellow the rates of growth of industrialised
countries and also below the rates experienced by the newly industrialised countries of Asia (Harris,
1997:93). Manning (1997:65) argues that South Africa's future will be costly. He compares the
savings rates of the country with that of other developing countries. The saving rates of South Africa
are less than 18%, while that of East Asia is 35%. South Africa will be unable to find its own future
without foreign involvement. Manning (1997:65) adds that loans or aid is essential because local
companies cannot build enough factories or employ enough people. At the same time, South Africa
is getting only small amounts of foreign investment compared with other developing countries
because of increasing crime and violence rates and a reluctance to pay high wages for low
productivity.
There are not enough university-graduated engineers and technicians in South Africa. The
knowledge-based strength must be built to be competitive in the globally competitive market.
Managers in South Africa have failed to develop the skills needed for global competition. Manning
(1997:65) clearly indicates that product quality and customers service have naturally suffered
because managers did not pay sufficient attention to innovation, alternative options for distribution,
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foreign package designs and their competitors' intelligence service. They also could not build
relationships with scientists and technology leaders (Manning, 1997:85). The unequal exchange of
commodities is a facet of trade relationship between South Africa and its senior trading partners. A
low level of technology is used to manufacture products in South Africa compared to the higher
levels of technology used by its trading partners (Makgetlaneng, 2000:49).
Bell (1993: 82) argues that industrialisation in South Africa has taken place mainly through a
process of import substitution, although in recent years there has been a sharp reaction against
import protection. Support has grown for South African liberalisation in order to prompt an exportoriented trade regime. Currency devaluation is a crucial instrument of trade liberalisation. Import
liberalisation often starts with the removal of tariff reduction and quantitative restrictions (QRs) on
imports. Further import liberalisation through comprehensive tariff reduction under the global
economic integration will increase imports, whereas any stimulatory effect on exports is likely to be
delayed and possible be weak. This increased import liberalisation has a direct adverse effect on
import-competing industries and local manufacturers and will exacerbate domestic recession and
unemployment in South Africa.

In the case of the globally competitive position of South Africa, international institutes for
management development (IMD) reviewed 46 industrialised countries. According to the released
report, South Africa's world competitive position in terms of direct investment flow, investment
made into production plants and machinery or business for the long term has shown massive
negative trends with only some improvements in the ranking of domestic economy and
infrastructure. With regard to internationalisation, South Africa ranked 44th in 1996, despite efforts
made to claim a higher position in the global village. In terms of people, South Africa was ranked
lowest. This includes equal opportunities, skilled labour, unemployment and education (Klein,
1997:l). Table 4.1 indicates South Africa's competitiveness in different areas amongst the 46
countries. South Africa was placed 43rd in 1993, meaning that South Africa slips its position every
few years (Volschenk, 1996: 4; ANON, 1995:21).
According to the report published in June 1997, in the overall competitive position South Africa has
slid to the 45th place - that is second to the last country among the 46 countries with Russia lagging
behind in the last place. The intemational competitiveness of South Africa's manufacturing industry

could drop even further in future. The manufacturing industry will not improve its international
competitiveness in the immediate future, and even drop further (Makgetlaneng, 2000. 51).
Table 4.1: South Africa's factors of competitiveness (ranking among 47 surveyed economies)

(Source: adapted from Klein, 1997:l; IMD, 1999:23;IMD, 2000: 293)

From 1999, the Institute for Management Development has started to conduct the same survey,
which covers 47 countries, providing a picture of how those countries competing in international
markets (IMD, 2000:19).

The picture of South Africa shows that it has experiences little

improvement in all factors except finance, science and technology and infrastructure. Finance,
science and technology and infrastructure have shown a further decline from 1998. In terms of
finance it ranks 3IS' in 1998 to 33& in 2000, while science and technology ranked 39& in 1998 to
45th in 2000. In terms of infrastructure, it ranked 281h in 1997 and 331d in 2000. South Africa's
ranking in terms of internationalisation has improved from 45th position in 1998 to 44th in 2000.
The latest report of the Institute for Management Development (2001:29) briefly indicates that
South Africa in terms of economic performance ranked 43rd in 2000 and 47th in 2001. In terms of
government efficiency, it ranked 37th in 2000 and 38th in 2001. In terms of business efficiency, the
country ranked 35th in 2000 and 32nd in 2001(IMD, 2001:29). According to the report of 2001,
South Africa's position in the economy has shown a slight improvement to 32ndin 2001 from 351hin
2000. There was a further decline to 38th in 2001 from

37" in 2000 in terms of government efficiency, but business efficiency has little improved to 32nd
rank in 2001from 35th in 2000. The Institute for Management Development (2001:300) indicates
that South Africa with regard to its international competitive position in terms of manufacturing,
ranked 39th in 2000 and 38th in 2001. In terms of R & D, it ranked 43rd in 2000 and 44th in 2001,
while in terms of service and management, it ranked 38th in 2000 and 2001. These statistics clearly
disclose that the internationally competitive position of South Africa has been declining seriously
every year over the last decade.
Manufacturing industries in South Africa have become less competitive in the global market. There
is no evidence that these industries will become internationally competitive in the immediate future,
but, conversely, in the immediate future, international competitiveness will also further decrease
(Klein, 1997:l). Bisseker (1998:l-2) argues that South Africa is facing difficulties in the global
market and that sound economic policies and strategies are important if South Africa were to
compete globally. The Government Growth, Employment and Redistribution strategy (Gear) is
taking serious actions in order to increase and improve the country's production capacity. At the
same time, South Africa has concentrated its efforts on penetrating into its regional market.
However, the TNCs of the centre and other countries of the periphery also contest them, despite the
fact that these markets are limited and small. The efforts of South Africa to succeed in neighbouring
countries have been affected negatively by some Southern African countries to buy manufactured
products from the relatively cheaper countries at the centre. These suppliers provide high-quality
products more cheaply due to their monopoly in research and development and advanced sciencebased production methods. These advanced technology, information, management, marketing and
transportation techniques and advanced science-based production methods enable the TNCs to
increase and maintain their market share for manufactured product that South African industries do
not have (Makgetlaneng, 2000:53-54).
The poor manufacturing performance of South Africa within the global competition is the result of
its slow productivity growth. Padayachee (1997:7) recommends the following four strategies
through his Industrial Strategy Project (ISP) in order to achieve the objectives of creating
employment, increasing investment, raising productivity and improving trade performance:
Industrial specialisation and movement up the value chain;
utilisation of natural resource;
targeting of key capabilities; and
190
-

-

p

p

p

p

p

empowerment necessary to ensure productivity growth.
These strategies must be applied on macro economic level in South Africa to improve industries
generally to compete in the global market (Padayachee, 1997:7).

4.6 THE MOTOR INDUSTRIES IN GLOBAL PERSPECTIVE
According to Barnes (1999a: 2); and Barnes, (2000a: 53), the global automobile market can be
divided and differentiated into three broad segments. These are:
1. Original Equipment Manufacture (OEM), that is comprised of passenger and commercial
vehicle manufacturing and sales;

2. Original Equipment Supply (OES), which is comprised of automobile parts and accessory sales
through the OEMs; and
3. the independent after-marketing of parts and accessory sales, but through independent retailer
and repair shops rather than the OEMs themselves.

In order to achieve the objective of this study, the author will focus on the automobile manufacturer.
This comprises original equipment manufacturers (OEM) or automobile manufacturers for
specifically the passenger vehicle market and how globalisation and the global market affect
automobile manufacturers in South Africa. It is important to understand the challenges that are
facing the South Africa automobile industry in the new millennium in view of the rapid changes
taking place within the international automobile industry and its global market.

4.6.1 The brief growth record of automobile production
Daimler Benz filed the first motor vehicle patents in the mid-1880s. Internally powered personal
transport vehicles for road use was built in Germany, France, Britain and the USA within a few
years. Cars produced from the mid-1880s to the turn of the century tended to be large and luxurious.
By 1906, German and France producers still accounted for 58% of the world's automobile
production, while the total European production was still only around 50, 000 units. Henry Ford
with his Model T revolutionised car production and shifted the industry's focal point from Europe to
America. His Leland 1906 Cadillac boasted interchangeable parts. The three principles, namely
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standardised products, dedicated production equipment and the division of manufacturing skills,
were key factors for the success of Ford. A moving assembly line was installed at Ford's state-ofthe-art Highland Park plant in 1913. Further improvements were effected at Ford's River rough
plant opened in 1919. Assembly plants were established in Asia, Australia, Latin America and South
Africa in the inter-war period (Duncan, 1997:3).
Before 1900 both steam and electric cars were more successful and reliable. In 1900 a gasolinepowered car was first introduced, defeating electric and steam cars in the market. The Ford motor
company introduced a series of models from A to R that advanced progressively towards moderately
priced four-cylinder cars. Ford introduced product standardisation with the model T in 1926. Most
of the evolution in body styling took place in Ford's car manufacturing between 1931 and 1942.
Twenty-five years after Ford produced its model A; a second car also bore this model's designation.
Shortly after, in 1932, a second-generation model B was introduced. After 1948 US manufacturers
introduced many models, among them the front-wheel drive Oldsmohile in 1966. Many different
engines and varieties of models were introduced during the period between 1960 and 1970
(Abemathy, 1978:21).
Standardised mass production of the Ford model T for the mass market rose from 10,000 in 1908,
to 300,000 in 1914 with its peak at 1.9 m in 1923. In the same year, Ford was producing 44% of the
world's automobiles. General Motor started to challenge Ford's dominance in the USA and worldwide. In the first half of the 2othcentury American's dominance of the world automobile industry
was supported by a vast domestic market (Duncan, 1997:4; Hoffman & Kaplinsky, 1988:74-75).
During the 1930s, Nissan began producing trucks after importing designs, engines and equipment
from the USA. Toyota copied components from Chevrolet, Ford and Chrysler vehicles prior to
World War I1 and then moved into small cars by dissembling and analysing several European
models after 1945 (Cusumano, 1985:2). General Motors (GM) established a major presence in
Europe by purchasing Vauxhall in England and Adam Ope1 in Germany in the late 1920s, while
Ford put up its own facilities at Dagenham, Cologne and Strasbourg in the early 1930s. However, in
this period, the European industry did not develop in the same way as in North America. After the
war, the Europeans produced cars with a higher degree of technological innovation than the North
American cars. European companies started to export cars to global markets after adding
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differentiation and innovation to production. The stage was thus set for a further major
transformation, which began to impact on the international automobile industry from the early 1970.
Highly tough competition began and productivity and profit levels fell. From the late 1960s, the
GATT was established as a protective barrier as the oil price went up. Also, most importantly,
Japanese automobile manufacturers bringing new changes with their production represented serious
challenges to the global automobile industry (Duncan, 1997:5; Hoffman & Kaplinsky, 1988:74-80).
Through the process of globalisation the world's automobile industry now entered the international
competition phase (Bergouignan et al., 2000:4; Spybey, 1996: 96-97).
According to Kaplinsky and Posthuma (1994:4), the automobile industry sector remains the largest
branch of global manufacturing. Historically, American TNCs dominated this industry and produced
both domestically and abroad. The Japanese automobile industry started its major role in the 1950s,
while its first exports to the USA in the late 1960s failed dismally. However, the progress of the
Japanese producers proved to be a remarkable success in the following two decades and became a
large industry. Motor vehicle manufacture became the strategic industry of mid-twentieth century
industrial development. Until the 1970s, North American plants produced cars that were favoured
there as well as in European plants. By 1970 the situation had changed (Spybey, 1996:96-97). By
1992 the motorcar production of Japan was 9.4 m, exceeding that of the 7 m of the North
American's product. The Japanese total product was nearly equal to the combined output of
European's three largest producing countries, namely Germany, France and Spain. The Japanese
automobile sector introduced the adoption of electronically-based automation technologies. An
effective principle for production was that of flexibility and adaptability during the 1970s and 1980s,
which brought the Japanese automobile sector into dominance globally. Initially, Toyota established
principles of efficient production by means of flexibility and adaptability. This rapidly spread to
other automobile companies, including the automobile components sector. A few Western
companies such as Ford, GM, Chrysler and Rover, adopted this system (Kaplinsky & Posthuma,
1994:5; Spear & Bowen, 1999:97). By the 1990s, Japan became indisputably the world's dominant
automobile manufacturer and became one of most powerful nations by means of motorcars (Mantle,
1995:22). In the 1970s these changes drove American and European companies to develop a
strategic response to the Japanese challenges aimed at achieving greater economics of scale,
rationalisation and globalisation of production. In the mean time, European companies such as Fiat,
Renault and Volkswagen tried to open factories in North America (Hoffman & Kaplinsky, 1988:74-

76). During the 1970s and 1980s tariffs were imposed to limit the Japanese competition. However,
the major Japanese companies had invested billions in production facilities in the USA, Canada and
Mexico and more recently in the United Kingdom (UK)(Duncan, 19975-7).
The following table shows the world motor vehicle production by various manufacturers. Motor
vehicle production comprises the production of passenger cars, light commercial vehicles, heavy
trucks, buses and coaches.

Table 4.2: The world motor vehicle production by manufacturers (units): 2001

Ranking

Manufacturer

Total

Cars

Light

Heavy

Buses &

Commercial

Trucks

Coaches

Vehicles
1

General Motors

7,582,561

4,663,399

2,919,162

---

2

Ford

6,676,491

3,699,258

2,977,233

---

3

Toyota-Daihatsu-Hino

6,054,968

5,021259

984,016

45,385

4

Volkswagen Group

5,108,982

4,881,096

204,378

18,974

5

DaimlerChrysler (with

4,364,492

2,392,992

3,784,761

171,431

Evobus)
6

PSAPeugeot Citroen

3,102,446

2,710,472

7

Honda

2,673,671

2,608,773

8

Nissan-Nissan Diesel

2,558,979

1,966,844

9

Hyundai-Kia

2.5 18,443

2,087,500

10

Fiat-Iveco

2,409,016

1,928,696

2,375,084

2,070,369

(with

Irisbus)
11

Renault-DaciaSamsung

12

Mitsubishi

1,647,817

1,242,138

13

Suzuki-Maruti

1,541,103

1,161,712

14

Mazda

957,012

779,970

15

BMW

946,730

946,730

16

Avtovaz-Seaz

786,008

786,008

17

Fuji (Subaru)

569,191

478,97 1

18

Daewoo

503,689

469,520

Table to be continued....
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Table continued.. .

Other manufacturers (China, India, Russia, Poland, Turkey....)= 715,850
Total production = 55,609,417,952+ 715,850= 56,325,267
Note: Includes production in South Africa
(Source: NAAMSA 2002b: 33).

Total world motor vehicles (cars, light commercial vehicles, heavy trucks, buses and coaches) were
56, 258,892 in 1999 and 58, 295,557 in 2000 (NAAMSA, 2001a: 31). The following table
represents automobile manufacturers according to their companies and countries. Automobile
manufacturers refer to companies producing the passenger cars.

Table 4.3: The world's top automobile manufacturers
Company
General Motors

Country

1

U.S.A

Toyota

Japan

Nissan

Japan

Ford

US.A

Renault

France

Volkswagen

Germany

Peugeot-Citroen (PSA)

France

Fiat

Italy

Mazda

Japan

Chrysler

U.S.A

Honda

Japan

Mitsubishi

Japan

Suzuki

Japan

Hyundai

Rep. of Korea

Isuzu

Japan

BMW

Germany

Daimler-Benz

Germany

Mercedes Benz

Germany

Kia

Rep. of Korea

-

(Source: Adapted from Cusumano, 1985:3; Black, 1994:12; UN,2000: 120)

A small number of automobiles TNCs dominate the automobile industry in the world. The first big
three, namely GM, Ford and Toyota, together produce 40% of the world production. These are the
three TNCs pioneers in terms of design, production technology and organisational practices. The
other eight automobile TNCs are VW, Nissan, Chrysler, Fiat, PSA, Renault, Mitsubishi and Honda.
They account for over 37% of the world production. The third group consists of Mazda, Hyundai,

BMW 1 Rover, Suzuki, Daimler Benz and Kia, accounting for 12% of the world production. The
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two Korean carmakers were the newcomers during the last decade (UN, 2000: 121).
Fiat is one of the world's biggest industrial corporations, operating about 800 subsidiaries and
affiliated in 61 countries with 220,500 employees all over the world. Fiat is the world's sixth largest
motorcar manufacturer and is also European's second largest truck and bus builder. The Fiat group
bas concentrated on seven selected priority countries, where most of the countries are in free trade
areas (Gadeselli, 1999:Z). Black (1994:98) indicates that BMW is one of the most successful
producers of motor cars in the world. It has achieved record sales of 550,000 cars world-wide in
1991. Its small plant in South Africa's assembly operation produced less than 16,000 vehicles in
1992. Germany is also one of the world's largest motorcar producer and has increased its output
over the last decades. Seven Japanese companies now rank among the world's 18 major producers
while the expansion of Japanese producers will increasingly take place outside Japan. VW is also
taking a series of actions to reduce its high production costs and to increase its production volume
(Black, 1994:ll-13). South Korea has become the largest and has vehicle manufacturing plant
complexes over the world, while Malaysia and South Korea are using cheap labour and the latest
technology to produce mass-market cars (Mantle, 1995:163).

4.6.2 Automobile industries in developing countries
According to Black (1994:4-5) the production of motor vehicles is one of the world's largest
industries. A number of TNCs have been interested in globalising their production and market in
this industry. A large numbers of changes such as the introduction of new technology and
development and new forms of production organisation are rapidly taking place in this industry.
Many developing countries with small markets and weak technological capacities have sought to
play a role as producers of vehicles and components in the context of globalisation. The automobile
industry in many developing countries is seeking various forms of state support so as to play an
important role in the industry and national economy. Many factors will, however, impact on the
future activities of the automobile industry in developing countries. Barnes and Kaplinsky (2000b:
212) say that in the global economy, the automobile industry is one of the largest sectors playing a
vital role in value added and trade flows in a number of developing and industrialised countries. In
total, 63 countries are engaged in the manufacture of motor vehicles in the world (see NAAMSA
2001a: 30-31). Today there is severe competition amongst motorcar producer in the

world market. Automobile companies have chosen to invest their money according to an entirely
different strategy in various countries (Taylor, 1998: 104).

The post-merger of Daimler and Chrysler will have more brands and models in more segments.
Daimler has already moved into VW's bread-and-butter market, namely small mass-market cars.
This will mean more trouble for VW: it now will have another potentially strong competitor in
emerging markets. VW has 55% of the market in China, but Chrysler is there too, as well as Brazil,
where VW has recently been losing its market share (Guyon, 1998: 100-101). GM and Ford motors
are busy building huge new assembly plants in Thailand and also preparing to open up further five
more factories in Southeast Asia and China. American and Japanese automobile makers are making
efforts to build factories in this region. Ford has opened its new factory in Vietnam in 1997, while
GM has scheduled to open its automobile factories in Thailand soon to produce less expensive cars.
General Motors is negotiating for permission to add mini-van production in Shanghai and to open at
least two more assembly plants in China. Ford already has factories in Malaysia and Thailand and
has scheduled to bring its first pickup trucks to Thailand and the Philippines (Meredith, 1997:8).
Chrysler has dropped its plans to open a factory in Vietnam when the government allowed a dozen
other automobile makers to build assembly plants, despite the country's small market for cars.
Japanese automobile makers have more factories in South East Asia (Meredith, 1997: 8).
The automobile industry has played a vital role in Brazil's rapidly industrialising programme. The
Brazilian government invited foreign companies to enter the vehicle market under certain conditions
and a number of companies entered the car market there. Volkswagen, Ford and General Motors
were significant car producers by 1970s and 1980s in Brazil. The industry in that country has been
shaped by the entry of MNCs and rapid expansion of demand for low-cost cars. By 1980, the
Brazilian government had introduced an export-oriented production programme (Humphrey et al.,
1998: 120).
In India, the automobile industry was also developed within the general framework of an importsubstitution industrialisation policy. The Indian government supported local companies such as
Hindustan Motor Ltd. (HML) in 1948, Premier Automobile Ltd. (PAL) in 1950. All those
companies produced cars in India. The transformation of the automobile industry began in 1980 in
India and the output of cars and Jeeps increased from 66,800 in 1980 to 218,700 in 1990. Both India
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and Brazil imports were negligible, however. Transformation took place in the automobile industry
in both Brazil and India in the form of economic liberalisation in 1990. By 1994 due to the economy
liberalisation, a tariff reduction on cars was introduced by the Brazilian government. This tariff
reduction had a dramatic impact on the industry. Due to this impact, the government raised the
tariffs again to 70%, not far below the level existing before liberalisation. Import declined from 360,
000 units in 1994 to 224,000 units in 1996. According to the new liberalisation policy, a number of
new companies entered with new operations, while established companies are likely to make further
expansion of facilities in Brazil. By 1997, Mercedes, Audi, VW, Renault, Peugeot, Toyota,
Mitsubishi, Honda, Chrysler, GM, and Hyundai started operations in Brazil (Humphrey et al., 1998:
121).
The liberalisation policy has caused fierce competition in India between local car producers and
foreign companies. As in Brazil, new ventures in the automobile industry are dispersed around the
country. Now Maruti, Daewoo, Honda, GM, Mercedes, TELCO, Mahindra-Ford, Fiat, PALPeugeot, Toyota, Hyundai, and Mitsubishi are operating their factories in India. In Brazil, there was
only a small percentage of the car imports, despite the revised tariff policy introduced in 1995,
compared to negligible imports in India (Humphrey et al., 1998:154-162; Terpstra & Sarathy,
2000:246).
The production of cars in Brazil and India has increased rapidly in a liberalised economy subject to
the pressures of globalisation (Barnes & Kaplinsky, 2000b:213). India and Brazil are good examples
to understand the impact of the liberalisation policy and globalisation on domestic automobile
manufacturers in developing countries.
During the last three decades the assembly and production of cars have increased in developing
countries. The amounts of new investments by MNCs in car producers in developing countries like
Mexico, South Korea, Taiwan, Thailand, India and Brazil have increased (Black, 1994:14). Many
MNCs' automobile makers founded their operation sites in Iran, the Middle East and Malaysia
(Mantle, 1995:163). According to the United Nations (2000: 127), in 1990s a total of 43 new vehicle
plants were located by leading TNCs in developing countries like Indonesia, Malaysia, Thailand, the
Republic of Korea, China, Mexico, Brazil, Argentina, Venezuela and Turkey.

MNC assemblers are producing cars in other countries on the Africa continent, such as Botswana,
Nigeria, Kenya and Zimbabwe. This significantly affects the regional market of South African
automobile manufacturers (Barnes & Kaplinsky, 2000b:212). The following table shows those
countries on the African continent that are engaged in motor vehicle manufacturing, with a
breakdown of the motor vehicle of each country between 1999 and 2000.

Table 4.4: Motor vehicle production in Africa
Country
Botswana
Kenya
Libya
Morocco
Nigeria
South Africa
Zimbabwe

Total

(Source: NAAMSA, 2001a:31; NAAMSA, 2002b: 35)

Black (1994: 106) elucidates that automobile industries are growing rapidly in certain middleincome countries. There are three major reasons for this rapid growth:
Their marketing are growing rapidly;
they have the potential to make cars at productivity levels which approach world-best practice;
and
wage rates and some overhead costs are lower.
An intermediate economy faces major challenges in world car markets. In developing countries
automobile industries are experiencing rapid transformation. Three key influences govern the
change. Firstly, the global geography of the industry is being transformed by the rapid growth of
automotive production and consumption in emerging markets. Secondly, relationships between
assemblers and suppliers are being restructured and globalise. Thirdly, liberalisation policies have
greatly freed up the flow of capital and products into and out of developing countries (Humphrey et
al., 1998: 117-118).
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The automobile industry in developing countries have to focus on their own technological
development, investment, global trends and trades, structural shifts in competitiveness, and
industrial expansion (Black, 1994:4).

4.6.3 Over-capacity in the production of automobiles
Taylor (1999:12) expresses the view that there are too many automobile companies (40 companies)
in the world today. Barnes (1999a: 2) and Barnes (2000a: 54) argue that the global overproduction
of automobiles is the principal reason for the rapid changes that are taking place in the industry. The
number of OEMs that have invested and opened up assembly operations in developing countries has
increased. During the period from 1991 to 1997, the massive production growth of passenger
vehicles has increased in developing countries. Barnes (2000a: 54) argues that the over-capacity
problem does not only exist in developing countries. Other countries such as Japan and South Korea
are experiencing the same over-capacity in the last decade.
Over-capacity is a major problem faced by the automobile industry due to international
developments in the global automobile industry. Major producers have created tie-ups and joint
ventures with foreign companies by means of the globalisation and international integration process
(Black, 1994: 9).
Global passenger vehicle outputs among the world's major vehicle manufacturers are expected to
remain relatively stagnant up to 2005. The top ten passenger vehicle manufacturers of the world sold
30.2 m vehicles in 1997 between them, and yet for 2005, they project sales of only 30.4 m units - an
increase in units of 0.7 %. Production life spans of new models are now only two to four years due
to global over-capacity. Automobile manufacturers are seeking new avenues to move from this
pressure. They are endeavouring to improve the competitiveness (price, quality, reliability and
innovative design) of their products, as the over-capacity problem is escalating in the world, so as to
increase sales as well as generate profits (Barnes, 1999a: 4-7; Barnes, 2000a: 55).
Over-capacity has been a fact of life in the automobile industry for decades. Excess capacity has
remained about 25% of the total production capacity (Taylor, 1999:12-13). The global industry is
estimated to have an over-capacity amounting to about 20 m cars. Due to this over-capacity, some
companies have started to share their platforms. For example, Golf 4 shares its chassis with
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Audi. In this situation, many automobile companies use different strategies to embrace globalisation
and to gain a sustainable advantage. This high-stakes race to innovate will dominate the competitive
struggle in coming years. The winner will win big and the loser is likely to be absorbed
(Maphologela, 2000a: 13).
Cokayne (1999:7) suggests that there will be only three major manufacturers in the world in five or
ten years due to the current global over-capacity in the motor manufacturing industry. He points out
that the problems facing vehicle manufacturers include too many vehicles for too few customers.
His statement highlights the fact that globalisation of the motor industry will in future impact greatly
on the market share and profits of manufacturers in domestic and international markets. A good
example is the number of motor manufacturers in Australia that has dropped from five to three after
that country liberalised its market (Cokayne, 1998%).

4.6.4 Mergers and acquisitions
4.6.4.1 Mergers and acquisitions of automobile manufacturers
Due to this over-capacity, automobile-makers make efforts to merge with other companies.
Automobile manufacturers are using an important mechanism to improve and generate economies of
scale in both production and new product development through mergers and acquisitions of
manufacturers. Examples are the recent merger of Daimler and Chrysler. With regard to
acquisitions, Toyota and GM have a joint plant in California called Nummi. Ford's has purchased
Volvo's passenger vehicle division. Rover was purchased by BMW, GM acquired Saab. Some 51%
of Kia was purchased by Hyundai, and Renault's acquired 31% of Nissan (Barnes, 1999a: 7;
Ghamawat & Ghadar, 2000: 65; Doole & Lowe, 1999:7). It could be argued that mergers do not
always reduce over-capacity, because it often only puts over-capacity under one roof instead of two
roofs (Taylor, 1999:12-13).
4.6.4.2 Mergers and acquisitions of component manufacturers
With the trend of globalisation, relationships between automobile assemblers and component
manufacturers are essential in order to implement new (flexible) methods of production. A good
relationship and understanding between the automobile component manufacturers and automobile
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assemblers are indispensable to improve the quality and innovation of products. A strong R & D
capacity must be a significant aspect of automobile manufacturers, although a number of
manufacturers do not have such a capacity to meet these requirements. These manufacturers have
sold out or been aggressively taken over by larger-component companies (Barnes, 1999a: 14). Table
4.5 below discloses the acquisition of component companies during 1997 and 1998 as an example.

Table 4.5: Recent consolidation in the global automobile components industry (1997- 1998)
Value of acquisition ( in US$)

Acquiring company (Country)

Purchased company (Country)

Federal-mogut (USA)

Fe-pro (USA)

720111

Magna Internat (Canada)

Steyr-Daimler-Puch (Australia)

N/A

Textron (USA)

Bazaco napri (Brazil)

70m

Lucas Varity (UWUSA)

Freios Vargo

115111

ECIA (France)

Bemand Faure (France)

1.2bn

Masco Tech (USA)

Tri Mas (USA)

900m

Caterpillar (USA)

Varity Perkins (UWUSA)

1.33bn

Mannesmann (Germany)

Philips Car Systems (Nertherlands)

NIA

Federal-Mogul (USA)

T & N (UK)

2.9bn

Textron (USA)

Kautex (Germany)

305m

Tornkins (UK)

Stant (USA)

606111

Lear (USA)

Keiper Car Seating (Germany)

235m

(Source: Barnes, 1999a: 15)

The acquisitions of component manufacturers at global level will have a direct and indirect impact
on the changes in ownership of South African subsidiary operations. For example, T & N's takeover by Federal Mogul, and Mannesmann's take-over of Philip's South African operations, is now
part of entirely different global networks (Barnes, 1999a: 15).
The greater scale of capital demand is one of the main characteristics of the automobile industry.
Any automobile company needs a large investment to build plant and operate successfully.
Automobile companies have to develop relations with numerous related sectors because an
automobile as a final product consists of sixteen to twenty thousands items. Therefore, it impacts on
many supporting sectors (Kashiwabara, 1998:61-62).

In the JIT supply system, component manufacturers also arrange their global operational system like
the OEM. OEM and component industries are creating a closer relationship, adequate system
integration and R & D capacity as they are being forced to improve their competitiveness to sell the
product into the domestic and international market. Barnes and Kaplinsky (2000b:217) suggest that
assemblers have to work closely with its core suppliers in the design of new vehicles in order to
enhance the quality of components and products. More forecasts indicate that there will be still
further consolidation amongst the groups of component manufacturers. By 2010, there will be
between just 15 or 20 global first-tier suppliers (Sadler, 1999: 111).
Finally, these trends suggest that more and more car companies have grown rapidly from the
beginning of the 1990s. All these car companies have played an important role in the first truly
global marketplace in world history. New competition emerged in the global marketplace among
these new car producers (Mantle, 1995:162). Gadeseli (1999:2) says globalisation has become one
of the most important issues in the motor industry of the world. The globalisation process is
radically changing the structure of the automotive and component sectors in the world.

In the context of globalisation, the automobile industry is now becoming not just a hardware-driven
industry, but an electronically-driven industry. There is no any choice about globalisation any more,
and no automobile company could remain a national regional company (Wetlaufer, 199930).

4.7 THE POSITION OF SOUTH AFRICAN AUTOMOBILE MANUFACTURERS IN THE

GLOBAL MARKET
While in the 1960s South Africa was the largest developing country that produced cars, it now lags
far behind a number of developing countries, particularly Korea, Mexico and Brazil. Production in
Malaysia, China and India has also increased rapidly (Barnes & Kaplinsky, 2000b:213). South
African automobile manufacturers' position in the global market, according to Black (2001: 3-5)
highlights the fact that the trade liberalisation policy has lead to a reduction in the price of
liberalised products in both domestic and international markets. High production costs, a large
number of vehicle models and low production volumes are characteristic of the South African
automobile manufacturer. A tariff reduction programme was imposed in 1995 on both built-up
vehicles and components by the WTO with decision-makers expecting import-export
complementation (import-export complementation was explained in Chapter 2). However, this tariff
204

reduction will impact on the output of the sector as well as increase the lower priced vehicle through
importation in the domestic market. All these changes will impact on investment and increase
competition in the domestic market. Low levels of automation and the complexity of most assembly
plants in the automobile sectors are major reasons for low-volume production and poor performance
compared with assembly plants in other countries. Between 1994 and 1996 it has, however,
improved with direct labour hours per vehicle being reduced by 32% (Black, 2001: 3-5)

4.7.1 The current position of South Africa
During 1999, all light vehicle plants in South Africa produced an average of only 40,000 vehicles
that included 36 different basic models. This production volume is lower than relatively lowvolume producers like Brazil and Australia. This is a central policy issue faced by the South Africa
automotive industry (Black, 2001:17). In 1995, some 389,476 new vehicles were produced in South
Africa, comprising only 0.5% of the world production. In 1996, 386,476 new vehicles were
produced, comprising only 0.61% of the world production, compared with the 31% of the USA,
27% of Europe and 12% of Japan (Savides, 2000:18). The total production of South Africa was
362,104 in 1997, 326,065 in 1999, 357,364 in 2000 and 407,036 in 2001(NAAMSA, 2002b: 5)
making the production of this country much lower than that of other developing countries like
China, Mexico, Brazil and Belgium. The following table is a comparison of the total vehicle
production of South Africa and other developed and developing countries.
Table 4.6 highlights that in terms of total global production output, South Africa is playing a very
small role. Its total contribution to the total vehicle production in 2001 was only 0.72%, compared
with other developing countries like China, which has contributed 4.13%. Mexico produced 3.29%
and Brazil 3.19% to the total production of the world. The production level and ranking position of
South African automobile manufacturers have been far behind that of other developing countries
over the last years.

-

Table 4 . 6 Producing countries total vehicles: 2001

Countries

Production

% of world

2001( units)

production

11,449,473

20.32

Japan

9,777,191

17.35

Germany

5,691,677

10.10

France

3,628.41 8

6.44

South Korea

2,946,329

5.23

Spain

2,849,888

5.05

Canada

2,535.47 1

4.50

China

2,331,776

4.13

Mexico

1,856,008

3.29

Brazil

1,798,472

3.19

United Kingdom

1,685,238

2.99

Italy
Russia

1,579,650

2.80

1,249,582

2.21

Belgium

1,187,257

2.10

407,036

0.72

South Africa

(Source: NAAMSA, 2002b: 32)

4.7.2 Problems experienced by automobile manufacturers in South Africa with regard to
global competition
Under-performance of the local automobile manufacturing market in South Africa has caused sales
to decline consistently since last years. Frequent strikes that might impact on the honouring of
export contracts are trends that force foreign-based motor companies to reconsider their options to
invest in South African companies (Maphologela, 1998:13). Fraser (2001:2) argues that major
investors will not come to invest in South Africa unless there are export opportunities for their
projects. Mahabir (2001:4) argues that motor manufacturers depend on exporting their products and
making profits because of the devaluation of the Rand. The decline of the Rand against the major
currencies has offered a windfall of profits in the recent years.

According to Maphologela (2000a:13), South African motor companies have undergone radical
changes in the context of global economic integration, intensified competition, while mergers,
acquisitions and consolidation are expected both globally and locally. Most of the companies
moving quickly to join the world economy in order to enjoy the benefits of their market share and
dominance have started to shrink. With regard to global competition, the emission standards of
South Africa are lower than those of the industrially advanced countries (lower emission standards
means more power from a given engine size). Engine size is smaller and engine management
systems are different. Although aluminium products form a strong segment of the industry, South
African material science is too poor to allow for the most effective utilisation thereof. World-wide
modem motorcar designs are increasingly substituting low-weight plastic and aluminium for
stainless steel. Car assemblers are at the cusp of an important change because they are in need to
replace three-generation old products by state of the art global designs, as they become increasingly
integrated into global operations. This integration into global operations will force motorcar
assemblers to reduce the number of components they use from locally manufactured increasingly
over the next five years (Barnes & Kaplinsky, 2000a:802-804).

New vehicle prices in South

African are well above the world market prices, especially for luxury models (Black, 1994:67).
South African passenger car manufacturers are producing a number of different makes and different
basic models that raise the assembly costs both directly and indirectly through its impact on the cost
of component production. The levels of automation are ohviously very low in South Africa.
Automation are used in welding, painting and certain areas of final assembly such as mechanical
handing in South African assembly plants, although in most of the assembly plants manual methods
are still used. Low-capacity utilisation in this country's assembly plants is another reason for the
high cost of vehicles in comparison with other countries (Black, 1994:71-72).
Most of the international automobile industry has used lean production in order to cut costs and
improve the quality of production. The South African automobile industry has not yet adopted the
practice of lean production properly and shows up poorly in this regard. The country's assembly
plants are unproductive in international terms. Low levels of automation and training are a
characteristic of assembly plant productivity in South Africa. Compared with other countries, the

JIT system is not well developed in South Africa. The implementation of this system is hampered by
factors such as the high quality of components, the reliability of suppliers, lack of high-level coordination between assemblers and component manufacturers, and the large distances between the
various production centres. Large-scale production fluctuations and low levels of capacity utilisation
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are other key aspects creating a hindrance in the adoption of the JIT system at automobile
assemblers in South Africa (Black, 1994:73-76).

Steenekamp (1999:12) and Wakeford (1996:4) argue that national sales no longer give an accurate
indication of manufacturing volumes, as South Africa has now become part of the global village.
Richardson (1999:16) argues that industries have realised that they have to move towards
international competitiveness. They realise that they have to make changes, but changing from a
protected local industry to a globally competitive one has not been easy. Richardson (1999:16)
points out that in 1998 ten percent of the component industries closed their doors and employment
plummeted. So, South African companies need more time to face global competition without any
protection. Because of the country's low volumes it is not possible to become competitive overnight
in the global marketplace. Most automobile manufacturers argue that local plants could survive only
if they have sufficient high-volume production and are export-oriented in future (Furlonger,
2001c:44).
As far as South African automobile manufacturers are concerned, it will be difficult for them to
enjoy the benefits and profits unless they are truly world-class and capable of selling vehicles into
their domestic and global markets at the same quality, price, reliability and innovative designs as
other global players in the context of liberalised economic operation (Barnes, 2000a: 59). Cokayne
(1999:7) explains that South Africa's development as a manufacturing base for other markets,
increased investment by first-tier component suppliers, and more joint venture, technology transfer
and local manufacturing agreements, are the effects of globalisation among its motor vehicle
manufacturers. The globalisation of motorcar manufacturers might result in more vehicle
manufacturers setting up business in South Africa. Cokayne (1997:3) argues that in this country
there is still a chance to become new entrants to the motor industry. Daewoo, the highly diversified
South Korean corporation, has plans to build a motor vehicle assembly plant in South Africa at a
cost of $ 5 0 m. Daewoo has four plants in South Korea with a total annual capacity of 1.07 m units,
producing 800,000 passenger cars a year. The question is why is Daewoo interested in building a
plant in South Africa in view of the small domestic market of this country. It could be because the
proposed plant is going to serve not only the South African but also the broader Southern Africa
market as well. Daewoo's Kunsan plant is the most sophisticated plant in the world, operating its
plants with 97% automation. There are still possibilities for automobile manufacturers

to open up new plants in South Africa. The establishment of such plants would fit in with the
dominating focus on the entire group-globalisation (Cokayne, 1997:3).

Under the global market competition, regionalisation and regional corporations are the salient tool to
expand and retain the market share of a country. The South African market has failed to play a vital
role with the rest of the African countries, although it is the largest economy in the region. South
Africa has been struggling to find direction in its relations with the rest of Africa, often being
accused of unfairly using its economic strength and prestige to play a leadership role on the
continent, even though it is a member of the 14 nations of the SADC. Some 130 million people in
the SADC are a prime market to be tapped and South African relationships with SADC are ambigue
(Mkhondo, 2001: 11).
There are two phases in the liberalisation of a motor vehicle market. The first phase is that many
new manufacturers enter in order to test the water and fragmentation of the market takes place. The
second phase comprises that manufacturers that were in the market before liberalisation as well as
new arrivals start to leave. In South Africa it looks as if manufacturers are getting to the end of the
first phase with its motor vehicle industry in a crisis. The real crisis for the industry is the need to
become globally competitive (Cokayne, 1998:s).
Visiting Japanese consultant Matsunagi (Mashalaba, 20001:20) asks South African companies to
adapt to global changes and suggests that companies establish high targets and future strategies
before searching for an answer. From his observations, he indicates that parts and component
manufacturers in this country are still labour-intensive, while Japan's are oriented towards
automation. He has found that the South African organisational structure is individualistic with a
top-down management style and frequent resignations, destabilising technical ability and causing
labour disputes. Mutual training through teamwork and an ideal model change would benefit both
customers and society.
South African companies have already started to embrace innovative ways to sustain their
competitive edge and to pursue an export-led production strategy. Most of them have forged a
strategic alliance with key parent companies that already have a strong market share. (Maphologela,
2000b: 13). The Motor Industry Development Programme (MIDP) imposed by the Government will

restructure the automobile industry so that local manufacturers can compete with the best in the
world. The MIDP was discussed in depth in Chapter 2.
Due to the rapid trade liberalisation in 1995, the South African Government has announced a new
proposal for the motor industry. This would introduce major tariff cuts by the year 2003, giving
manufacturers just eight years to adjust themselves to a free trade environment with no state support
for the necessary restructuring. This is in contrast with the 12 years agreed to by the WTO and
GATT (Michie & Padayachee, 1997:20). The tariff changes through the MIDP may reduce pressure
on certain parts of the industry but will keep the local motor industry even further behind in its drive
to become globally competitive.
There is an urgent need to restructure the local motor industry and the economy of South Africa as a
whole in order to survive in globalisation (Moledle, 1996:20). Many South African companies were
isolated from the rest of the world during the period of sanctions, but the country entered a new
phase in its globalisation process in the mid-1990s. Managers must have the ability to assess the
global marketing environment and competitive behaviour in order to survive in the global
marketplace. Companies in this country have to make fundamental changes to their operational
infrastructure in order to compete in the global market. They have to improve efficiency, operate
more cost-effectively and implement the JlT manufacturing method. Internetdriven economy will
have a greater effect on any decision-making process and for the first time, globalisation has forced
many South African companies to look outside their business for solutions (ANON, 2001b: 40-41).
The South African motor vehicle industry is facing significant challenges in terms of increasing its
global market share. Education and training of workers and further automation are becoming
necessary for the industry. Training, education, automation and investment in new equipment are the
only ways for this country's motor vehicle industry to compete in the global market (Savides,
2000:lS). New entrants like Daewoo or any other companies into South Africa will further create
high competition and damage the future performance of automobile companies in this country
locally, regionally and internationally. Regionalisation and regional corporations are important tools
to enable trade benefits in the context of globalisation. South Africa must therefore consult with
neighbouring countries in the continent to enlarge its market size and ensure a more balanced trade.

Old-industry benchmarks will not be valid in a global marketplace and automobile manufacturers
must take a broader perspective and not make strategic decisions according to old yardsticks.
Therefore, the automobile industry in this country must take cognisance of this trend for future
planning in term of factors like capital investment and employment. In future, car sales figures will
include significant numbers of imported cars that will make no contribution to the economy other
than sales.
4.8 SUMMARY

In the process of globalisation, all developing nations and populations outside the major capitalist
world are generally pulled into orbit. Global institutions play an important role in the process of
restructuring national economics. Advanced countries and giant companies are seeking to lift any
residual barriers to the movement and free operation of capital that exist within the national
boundaries of the South in this global market. Developing countries depend on the mercy of the
highly industrialised powers. The reason for this is that adaptation to new industrial, economic,
financial and political structures becomes more difficult as a result of the growing interdependence
and also the growing competition on a global scale.
Developers should undertake a review of the effects of liberalisation through globalisation on the
domestic industrial sectors and overall economy and draw lessons for future trade. Regional
integration and co-operation are an important tool and strategy for trade and economic development
in developing countries, especially in Africa.
As mentioned earlier, TNCs enter the global market with their substantial financial resources,
advanced technology, superior products, powerful brands and seasoned marketing and managerial
skills. However, managers of local companies in these markets have little guidance. How could they
overcome and even take advantage of their differences with competitors from the advanced
industrial countries? In the competitive global market, activities and process are constantly being
challenged and pushed to a higher level of performance, enabling them to continually innovate and
improve. Globalisation has significant implications for the South African automobile industries as
they are turning to face the global automobile companies after the termination of the apartheid
system and trade liberalisation after the end of the Cold War.

Technological intensity is the major characteristic of the automobile industry in the world today.
Most automobile-makers concentrate on developing their supply network, establishing long-term
programmes to increase productivity, quality, lower wage scales and invest consistently in
machinery and equipment. Successful use of technology innovation is expected to offer automobile
industries not just competitive advantages in the market, but also sustainable competition worldwide. Merger and acquisition activities due to the over-capacity of vehicles between the automobile
industries bring further concentration to the global market. Major changes at global level further
underpin a direct impact on the South African automobile industry. This industry is not globally
competitive, while many problems are keeping the industry from the major global market. A trade
liberalisation policy and tariff reduction according the agreement of the WTO will enable South
Africa manufacturers to cope with further intensified competition from imports, especially in the
long term.
Finally, while globalisation has brought opportunities, it has also brought several risks and
insecurities for the South African automobile industry. The opportunities have to be availed and
risks and insecurities are to be avoided through suitable and appropriate strategies. Now, from the
above discussion, the necessity has arisen to automobile manufacturers to formulate their successful
strategies to cope and react to global competitors. Automobile manufacturers have to enhance their
knowledge in global marketing strategies in the context of this rapid globalisation process. The next
chapter of this study will deal with global marketing and the global marketing strategy.

CHAPTER 5
GLOBAL STRATEGIC MARKETING AND ITS IMPLICATION FOR AUTOMOBILE
MANUFACTURERS IN SOUTH AFRICA
5.1 INTRODUCTION
The saturation of many local markets and fast technological changes, together with the liberalisation
of world trade, have led to increasing global competition. These major changes in the business
environment have forced automobile manufacturers in South Africa to assess their opportunities and
threats, strengths and weaknesses from a different perspective compared to strictly local business.
This chapter discusses the factors that explain the global marketing environment, global marketing
strategy and concepts of global marketing entry strategies. These factors enable the manager to
appreciate the complexities of global marketing and how these activities differ from operating
purely in domestic markets. This necessitates a global marketing strategy for local manufacturers in
order to overcome the challenges in the global marketplace. The last section explains how managers
could implement a global marketing strategy and evaluate it properly.

5.2 GLOBAL MARKETING
During the last decade of the 20&century, world economic development bas been erratic. Economic
interdependence has grown and new markets were created. With the ratification of the Uruguay
Round Agreement, the General Agreement on Tariffs and Trade (GATT) was replaced by the World
Trade Organisation. World economy moved into a new era of free trade. Many developing countries
started to compete for demand in their own countries and were looking for world markets. Today,
global marketing is essentially not only for the realisation of the success potential of a business, but
also for the survival of a business. A company cannot survive in the domestic market without
understanding the global market. This is because a company could lose its domestic market to global
competitors with lower costs, greater experience, better products and more value for customers.
Automobile companies have to improve their marketing activities in their domestic market as well
as increase export to the world market to survive in the long term. TNCs are changing their
marketing strategies and altering their organisational structures because they are confronted with
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increasing competition from expanding markets. In this era, automobile manufacturers cannot
survive without expanding their market globally. Eventually they would lose their domestic markets
because they will be pushed aside by stronger competitive global competitors. Automobile
manufacturers in South Africa have come to realise that it is very difficult to isolate domestic
economic and marketing activities from global market events. All automobile manufacturers in
South Africa have been threatened in their survival as a result of global trade liberalisation. A deeper
knowledge of global marketing is essential when a company competes with global competition. As
far as automobile manufacturers in South Africa is concerned, they have to keep abreast of
competition and maintain a viable position in increasingly competitive markets. Therefore a global
perspective is necessary. This section attempts to give a brief idea of global marketing and global
marketing strategy.
Braithwaite and Drahos (2000:s) argue that there are three kinds of globalisation. These are:
The globalisation of companies;
the globalisation of marketing; and
the globalisation of regulation.
Perhaps the most popular topic in the globalisation literature is the globalisation of markets. Global
companies in a specific temtory spread its operations through corporation groups and structures to
other territories. In the case of global markets, buyers or sellers can meet any one of these
companies physically through agents or electronically in order to conduct transactions of goods or
services. The connection between the globalisation and regulation is elaborated as follows:

Market globalisation without regulatory globalisation: The gambling market has been
substantially globalised, with Internet gambling and high rollers being flown to casinos under
special deals to attract their custom.

Regulatory globalisation without market globalisation: Here markets are not global, are for
the benefit of welfare and the supply of drugs to citizens. In these regimes the state indicates the
price they pay and as a result there is no global market for a product.

Globalisation of companies without market globaliiation: Industry is not the largest
corporation and it is more globalised, with larger and many smaller markets.

Globalisation of companies without regulatory globalisation: There are global media
companies and global trade in audio-visual services such as the television. The regulation of the
media is still a national affair (Braithwaite & Drahos, 2000:9).
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The term global marketing has been in use only since the early 1980s. International marketing, or
multinational marketing, were wide-spread uses prior to the term global marketing (Jeannet &
Hennesey, 1998:3). A brief description is given for these three terms in order to understand the
differences between the terms.

International marketing: International marketing is likely to have its own sales subsidiaries
and will participate in and develop entire marketing strategies for foreign markets (Jeannet &
Hennesey, 1998:4). Cateora (1996:6) and Cateora and Graham (2002:7) argue that international
marketing is the performance of a company's activities. These activities include formulating the
plan, price and promotion, and directing the flow of goods and services to consumers in more
than one country for profit. According to Czinkota and Ronkainen (2002:3), international
marketing is the process of planning and conducting transactions across the borders of countries
to create exchanges that satisfy the objectives of individuals and companies. These definitions
indicate the difference between domestic and international marketing.

Multinational marketing: Here multinational companies are characterised by extensive
development of assets abroad. The concept of multinational marketing came as a result of the
development of the multinational corporation. Multinational companies operate by means of
many strategies, each one tailored to a particular local market (Jeannet & Hennesey, 1998:7).
According to Buzzel et al. (1995:6), a company that has substantial operations, a significant
market share and profits in several countries does multinational marketing.

Global marketing: The whole organisation focuses on the selection and exploitation of global
marketing opportunities and marshals arrange resources around the globe with the objective of
achieving a globally competitive advantage (Doole & Lowe, 1999:lO). Cateora (1996:18)
expresses the opinion that global marketing is where a company treats the world, including their
own market, as one market. This market coverage is the world. Keegan (1989:l) argues that
global marketing is the process that focuses the resources and objectives of a company on global
market opportunities.

To satisfy global customers both domestically and internationally, marketing activities within the
constraints of the global environment have to be co-ordinated. This definition indicates both
important aspects that are first marketing activities within foreign countries and co-ordinating
marketing in the face of global competition (Terpstra & Sarathy, 2000:4).

According to Doole and Lown (1999:10), an organisation's marketing activities include the
following: interests or operations in more than one country where there is some kind of influence or
control of marketing activities from outside the country where the goods or service will actually be
sold. The use of the word global remains unclear among many marketing academics and executives
despite the fact that much conceptual work has been accomplished in global marketing (Jeannet &
Hennessey, 1998:7).
Any definition may be used for the terms international, multinational and global marketing, although
the basic marketing definition has not changed. Some additional explanations will be added to
understand the terms of global marketing and international marketing. Global marketing is not just a
new term for an old phenomenon. There are real differences between international marketing and
global marketing that are of specific importance today. International marketing takes place across
two or more countries, while in the case of global marketing, dozens of countries are involved
simultaneously (Jeannet & Hennessey, 1998:3-8). Figure 5.1 shows the difference between
intemational and global marketing.

Figure 5.1: International and global marketing
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Single country (domestic market)
Dual-country (export) market
(Source: Jeannet and Hennessey, 199823)

Figure 5.1 describes international marketing (figure left) as the performance of marketing activities
across two or more countries. It includes moving from a single-country decision to a multi-country
decision. A company operates its market in two or more countries or across national borders to
satisfy human needs and wants for profit. There is some form of marketing entry, such as exporting
or regional exporting, which operates from a central office in the home country. Somewhat
autonomous but key decisions are made from the central office, while manufacturing and assembly,
marketing and sales are decentralised beyond the home region. Finished goods are exported outside
the home region. Global marketing (figure right) looks at the world market as a whole rather than
on a country basis. Global companies want to achieve across many markets with a marketing mix.
Global marketing deals with the interconnection of many countries' strategies with the
subordination of these country strategies under one global marketing network and framework
simultaneously. Global marketing activities take place through a network of subsidiaries by TNCs in
a large number of countries. Global marketing is operated through independent and mainly selfsufficient subsidiaries in a large number of countries. There is a highly decentralised organisation
operating across a broad range of countries with no geographical area for any function. Each
function of the company, such as R & D, sourcing, manufacturing, marketing and sales, will be
performed around the world in the most suitable location for each function. They may encounter the
same competitors with different sets of customers in each country. Automobile manufacturers and
their global competitors are the best example of such a market.
According to the above-mentioned definitions, the basic concept and goal of marketing with regard
to international and global marketing have remained unchanged. However, the major difference is
the execution of these activities in more than one country with different and suitable marketing
strategies according to the global marketing environment.
5 3 Global strategic marketing

Today, many forces are driving managers to globalise by expanding their participation in global
markets. A deeper knowledge of global marketing strategy is imperative for the management of
South African automobile manufacturers in order to enjoy opportunities to exploit globalisation and
escape from the negative impact of globalisation.

In an increasing number of industries, the benefits of exploiting global economies of scale and scope
increase the need for integration and co-ordination of activities. By 1980, these global trends had
forced companies to consider a world-wide strategic approach and to adapt their organisational
capabilities. Some seemed to be managing the transition successfully, while others were simply
surviving and some encountered major difficulties (Bartlett & Gboshal, 1987:7).

In today's intensely competitive and rapidly changing environment in the global marketplace, most
companies pursuing foreign opportunities use strategic marketing planning to help them tap these
opportunities, gain a market share and increase their profitability (Toyne & Walters, 1993:50).
Global strategic marketing planning has become an increasingly important management process as
companies have intemationalised at increasingly rapid rates in the 1980s and 1990s in order to meet
the demands of world-wide competition.
Chae and Hill (19975) argue that global strategic marketing planning is a subset of the global
strategic planning process. Global strategic planning is a broader concept, encompassing not only
marketing-oriented decisions, but financial, human resources, manufacturing and other functional
strategies. The management of global companies must carefully consider global opportunities,
threats, strengths and weaknesses in order to formulate global strategic marketing planning that
maintains a match between corporate resources and marketplace development. The major aim of
formalising the global strategic marketing planning process is to develop and implement effective
global strategies (Chae & Hill, 1997:5 & 10).
Global strategies require skills and conceptual understanding different from those required for
developing domestic strategies. Strategic competence is necessary for global marketing managers to
build global marketing programmes that will ensure the success of their organisation (Jeannet &
Hennessey, 1998:229).
From these definitions, it seems that global marketing strategies are playing an important role in the
global marketplace as a vehicle to carry out global strategic marketing planning. Global
management should pay attention to design its global marketing strategic planning in order to
achieve their goals in the competitive global marketplace.

Yip (1989: 4) suggests how a global company could develop an integrated world-wide strategy. He
explains three steps to develop a global marketing strategy. Figure 5.2 shows the total global
strategy. Three separate components are included in a total global strategy. These strategies are as
follows:
1. A core strategy must be developed as the basis for sustainable strategic advantage.

2. Through the international expansion of activities, the core strategy must be intemationalised and
adapted to the core strategy. The company has to obtain experience and knowledge in
international business before it attempts a global strategy.

3. The international strategy across countries can be globalised by integrating the strategy across
countries.

Figure 5.2: Total global strategy
1. Develop core business
strategy

CORE BUSINESS STRATEGY

2. Internationalise the strategy

3. Globalise the strategy

I

(Source: Yip, 1989:4)
A company needs to internationalise its core business strategy when expanding outsides of its home
market. Each separate business in a company needs its own core strategy. Major parameters of the
definition include the types of customers sewed and the types of production and services offered. A
Company needs a

globalisation strategy to overcome the disadvantages created by

internationalisation. This global strategy will integrate and manage a world-wide business leverage
and competitive advantage (Yip, 1989:6).
Marketing management must analyse the global marketing environment and should know how the
environment impacts on a company's global marketing strategies across global markets. Assessing
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and monitoring the global marketing environment is not such an easy task as the domestic marketing
environment, because it is highly complex and there are controllable and uncontrollable factors in
different countries and more global competitors are entering the marketplace.

5.3.1 The global marketing environment
Marketing theorists have introduced many environmental analysis models. According to Doole and
Lowe (1999:11), the global marketing environment is categorised as social, legal, economic,
political and technology (SLEPT). Keegan (1999:37) says economic, social and cultural, political,
legal and technological forces are the environmental forces that come under the macro dimension of
the environment. The economic, social-cultural, and political-legal factors are those that are
included in the external environment of an organisation and that they cannot immediately control
(Chee & Harris, 1998:102).
All global marketing management has to analyse the external environment of the global market in
depth in order to identify the opportunities and threats and to formulate its global marketing
strategy. Therefore, social-cultural, legal, economic and political factors will be analysed briefly as
the important factors of the global marketing environment.
5.3.1.1 Global economic environment
After World War II, the world economy changed rapidly, because the global market and its
opportunities are dependent on a country's economic condition. Each country in the global market
has different stages of economic development. The gross national product (GNP) per capita provides
a useful way of grouping these countries. The countries in the global market have been divided into
five categories according to their income level. These are low-income countries, lower middleincome countries, upper middle-income countries, high-income countries and basket cases. The
latter include low-income no-growth countries like Ethiopia and Mozambique. Global marketing
managers must take into account the per capita income of the country when formulating a global
strategy. The single most valuable and important indicator of potential is income. The national
income of each country should be calculated on the basis of purchasing power parities. This would
provide an actual comparison of the standards of living in the countries of the world (Keegan &
Green, 2003: 51-62).
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Infrastructure, including communication, energy and transportation, will impact on the economic
development of a country. Population characteristics represent one major dimension. An assessment
of the population growth, the location and age group of the population are essential factors to be
taken into account by global marketers (Albaum et al., 1994:48). Economic, industrial, labour and
business policies of governments vary from country to country. Government policy impacts
differently on the global market in each country. The review of international trade policies and
activities are of increasing importance to all countries. Balance of payment is an important tool to
assess the international trade and transactions of a particular country. The balance of payment will
give a summary of all international transactions, goods purchased from foreign and domestic
countries and the purchase of assets overseas. The deficit or surplus of balance of payments is the
best indicator of a country's economic strengths and weaknesses. Large deficits could produce
major problems for any economy. Surplus will appear as an indicator of success, while the deficit
and surplus highlight the health of an economy. The balance of payment impacts on the export and
import of a country. Other economic issues such as inflation, unemployment and investments all
provide further insight to marketing managers about the global marketing situation. Marketing
management must analyse the trade barriers of the country such as import quotas, tariffs, pricefixing and control. International financial institutions and systems that have a substantial influence
on global marketing are the IMF, the International Bank for Reconstruction and Development

(IBRD), GATT (General Agreement on Tariffs and Trade), the WTO and the World Bank. These
are all involved in the administration and control system in the trade and financial administration

and directly and indirectly affect the global marketing environment (Chee & Harris, 1998: 103-129).
The economic environment is a very important factor in global and domestic market potential and
opportunity. The most important indicator of market potential is income. Global marketers must
analyse the per capita income in the particular country or in the regional market where the South
African automobile manufacturers have to operate.

5.3.1.2 Global social-cultural environment
Culture may be defined as the standards of beliefs, perceptions, evaluations and behaviours shared
by the members of a social group. Taste, preferences of colours and buying attitude towards
products vary and depend on the culture of the people. People in different regions and countries
have different cultures. All buying behaviour occurs within the framework of culture, while culture
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affects social behaviour. Global marketers must measure and determine the specific role that culture
plays in the company's product markets in the global marketplace. Cultural factors determine
consumers' decision-making. All these cultural factors influence business behaviour. Different
nations have different ingrained cultures and there is a rich and complex diversity within national
cultures. Global marketers must understand personal values and accepted norms of behaviour of
their customers so as to market to them properly (Muhlbacher et al., 1999: 171-172).
Keegan and Green (2003: 134-135) argue that global marketers must search for cultural universals.
Universal cultural aspects provide opportunities for global marketers to standardise some or all
elements of a marketing programme. There are interrelationship between the language,
communication patterns and culture of a particular group of people in different countries. Cultural
factors pose a challenge to marketers. In a social contest, culture is a learned behaviour that is
passed on from generation to generation. Global managers must learn about the culture of each
country where they operate. The product must be adapted according to the cultural needs of the
different national markets. Global marketing often entails product innovation. Managers must bear
in mind these cultural aspects when they bring innovated products to a particular market. The
various cultural factors can exert an important influence on industrial and consumer products,
because these are probably more sensitive to cultural differences than industrial products are.
Business and marketing relationships between parties of different cultures and nationalisation's are
subject to additional challenges.
Culture is an important part of the human environment. Marketers must understand how culture in
different countries or regions influence their marketing performance. Culture may well be the single
most important gain to global marketers when preparing a marketing strategy. Culture influences
consumers' wants and needs. Therefore marketing managers must understand their customers'
culture in order to understand the influence that it has on its customers' wants and needs, especially
in the global marketing environment. In South Africa, automobile manufacturers are now in need of
expanding their market globally after the domestic market was eroded by a number of TNCs.
Companies have to increase the ability of their marketing management to analyse the different
cultures in different parts of the world in order to identify the market and customers in this global
marketplace. Special efforts and study are needed to obtain sufficient understanding of a foreign
culture to cope with competition. Global marketers must recognise the influence of culture and must
be prepared to respond to it.
222

Automobile manufacturers must understand the cultural and social structure of the countries they are
targeting for their market. Social classes exhibit distinct product and brand preferences for their
automobiles due to the social stratification and culture.
5.3.1.3 Global legal environment
A company is not just bound by the law and order of its home country, but also by its host country
and international law. The latter will affect many aspects of a global marketing strategy. For
example, the sport cars of General Motors were withdrawn in the USA when the increasing
difficulty of complying with safety legislation changes made exporting to that market unprofitable.

.In global marketing, the legal environment is more complicated than in the domestic market. These
laws are divided into three types, namely local domestic law, international law and domestic law in
the company's home base. Each marketing manager has to understand that these laws could have a
major impact on the organisation's ability to market in the local and global marketplace. Mercedes
Benz bas found the lure of the vast potential of India's market somewhat hard to break into (Doole
& Lowe, 1999:16- 17).

Perreault and McCarthy (1999: 107) argue that the legal environment formulates the necessary basic
rules and regulations of how a business could operate in a society or country. Changes in the legal
environment may create new opportunities and threats for global companies. Laws often vary from
one country's market to another. Government will impose various laws in order to protect both
consumer and national interests. Managers will be penalised when they violate the law and order
pertaining to the operation of trade and marketing. Global marketers must know state, local and
international law before setting their location and formulating their global marketing strategies.
Muhlbacher et al. (1999:131) expresses the view that political policies of the government will affect
and create changes in legal regulations. Management must make efforts to understand the
characteristics of the political and legal environment that are relevant to the product market. Because
international marketers have to work with different legal systems in different local markets, there are
some treaties and trade agreements among countries that provide guidelines for business relations.
Several treaties and laws have been established by international regulatory agencies, pertaining to
copyright, patents rights, industrial property protection, trade marks, intellectual property rights, etc.

Automobile manufacturers in South Africa must ascertain whose law prevails in a given situation,
because different states have different laws and regulations. Marketers must increase their awareness
of the legal environment to avoid situations that might result in conflict, misunderstanding or
violation of national laws in order to increase their vehicle export to global and regional markets.
The executives of automobile manufacturers have to adjust their marketing strategies according to
the rapid changes of the legal and political environment in order to maximise new opportunities and
minimise losses.

5.3.1.4Global political environment
The type and nature of government will affect international marketing in general and exporting in
particular in the form of restriction and control (Albaum et al., 1994:61). The national government
is the major actor in the political arena and government interference in business operation is the
important political risk faced by MNCs. Management should consider the political instability of the
country, although this is not the same as political risk. Nationalism is present to some degree in all
countries, where the focus is more on national interest and security than on international business.
Nationalism is also not limited to developing countries, but exists in other countries also, including
rich industrial countries. The power of the home country government to control the overseas
activities of domestic companies must not be overlooked (Toyne & Walter, 1993:229-230). The
political environment could, of course, have a dramatic effect on opportunities at local and
international level. Some business managers are developing marketing strategies successfully by
studying the political environment (Perreault & McCarthy, 1999:105).
The key actors in the political arena are the host country government and international bodies or
agencies whose activities may positively or negatively affect the operation of the company. The
national government is the major political actor in a country. Along with the bureaucracy, it enjoys
great power and has the ability to regulate, tax, set up price control, control dividend and royalty
remittance, as well as regulate licensing agreements and foreign direct investment. So, in order to
enjoy the benefits of the global market, automobile manufacturers have to analyse each country
where they intend to operate separately. The political environment varies from country to country.
Management must undertake an analysis of the political environment to identify marketing
opportunities. South African automobile manufacturers should have an overall understanding of the
importance of government and political parties in order to expand its marketing activities in both the
regional and global market.
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Automobile manufacturers must be able to understand and effectively interpret the influence and
impact of each uncontrollable environmental element in the marketplace for each foreign market
where they hope to operate. They must have the ability to adjust and adapt a marketing strategy to
the global markets. South African automobile manufacturers have to obtain sufficient knowledge of
the global environment where it is necessary to react quickly to the changes and strategies of global
companies. The marketing environment has significant influence on the strategic planning process,
which could differ greatly from region to region. Manufacturers have to scan the global environment
and prioritise the specific country or region. Global strategy is built on an information system that
analyses the global environment to identify opportunities, trends, threats and resources. Automobile
manufacturers need to systematically evaluate the entire global market environment on a regular
basis to identify the best opportunities, because the global marketplace is large and complex.

5.3.2 Global competitive analysis
Changes have taken place over recent years in the global marketplace with regard to political,
economic, socio-cultural aspects. The technological environments of the global company have
combined to change the relative importance of those strategies. Trade barriers have fallen, markets
have globalised, consumer needs and wants have converged, product life cycles have shortened,
while new means of communication, technologies and global trends have emerged. These changes
and developments provide both market opportunities and threats. The global organisation has strong
strategic implications and global managers are facing new challenges (Keegan & Green, 1997:239).

In the context of these changes in the global marketplace managers are forced to develop successful
global marketing strategies. For this purpose, managers have to analyse the market share and market
coverage of their global competitors to create a competitive advantage and identify the opportunities
in both the domestic and international market. In a particular market, a group of company produces
and markets products that are close substitutes for each other. The automobile industry is the best
example of this. Each competitor makes an effort to obtain enough return on its investments in the
competitive market. Rates of return that are greater than expected in the competitive market will
result in a flow of capital either from existing competitors or from new entrants making additional
investments in the market. Five forces affect competition in the global industry. These forces are:

the threat of new entrants, the threat of substitute products, the bargaining power of buyers, the
bargaining power of suppliers, and the competitive rivalry (Keegan & Green, 1997:256). Figure 5.3
shows the forces that affect competition in an industry.

Fignre 5.3: Forces that influence competition in an industry
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(Source: Keegan & Green, 1997:256; Keegan & Green, 2003: 367)
Perreault and McCarthy (1999:98) allude to the fact that marketing managers are facing different
types of competitors in the global market and cannot control these factors. They can merely develop
suitable strategies to avoid or react to competition. There are four types of competition: pure
competition, oligopoly, monopolistic competition and monopoly (these were described clearly in
Chapter 3). Marketing managers must analyse the nature of the competition and the strategy
objectives of its competitors in the market environment to enable the particular company to identify
the opportunities and threats of the market. Target marketing provides a market-mix better suited to
customers' needs.
The competitor analysis will help managers to identify opportunities by understanding its customers
and competitors. This will enable managers not only to identify opportunities, but also the strengths
and weaknesses of current or potential competitors' marketing strategies. In the initial stage of the
competitor analysis, management identifies potential competitors from the viewpoint of target
customers. It is easy to identify competitors if the product is similar and can be substituted. It is very
difficult to attack the leader by simply using a similar strategy, because the market leader will
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quickly defend and react to new competitors. At the same time, even an established leader
sometimes may not be able to defend quickly if the new competitor attacks where it is weak
(Perreault & McCarthy, 1999: 98-100).
Competition among automobile marketers is changing today from a domestic to a global basis.
Thus, a competitive analysis must also be undertaken on a global scale. Automobile manufacturers
cannot achieve their objectives without understanding their consumers and competitors and what
current competitors are doing in the marketplace.
5.3.2.1 Assessing global competitors' strategies
An organisation can review its position by analysing its competitors' environment and considering
the factors that influence the organisation's capacity to find an effective competitive strategy (Chee
& Harris, 1998:91). MNCs such as oil, detergent and cars exist in the global market. Companies

operating in those industries - such as General Motors - obtain economies of scale in production and
are able also to invest in advertising and R & D in order to maintain their dominance. Management
has to assess both types of competition - local and multinational - so as to identify the strategies of
the competition (Chee & Harris, 1998: 91& 96). The company must focus on corporate policy,
corporate strategy and management systems and operations of the identified competitors. This will
enable that company to identify the objectives, profitability, strengths and weaknesses of
competitors in the global marketplace (Muhlbacher et al., 1999:320).
Global companies may become inflexible after several successful market entries, although they have
superior resources. In general, the strongest local competitors of the global company must watch
carefully and continuously to learn the strategies and moves of other countries. Global competitors
engaging in global marketing operations are faced with a number of important strategic decisions.
The globalisation of many industries today is a fact. Some companies have no choice but to become
globalise, because once key competitors have become globalised, other companies have to follow.
Global competitors are developing different types of strategies according to their strengths and
experience in the global market. There is competition between global companies versus global
companies as well as local companies versus global companies. This kind of competition is simple
and exists in the motorcar market globally. Global companies are able to leverage their experience

and market strategy in one market for the benefit of another. Global companies are after a more
potent competitor for a local company (Jeannet & Hennessey, 1998:299-302).
In today's globally competitive market, especially in the automobile market, an analysis of
competitors is an important tool to react to competitors in both the domestic market as well as
globally. In South Africa, tariff reduction through the implementation of MIDP, brings a number of
competitors into the domestic and regional market. South African automobile manufacturers must
design a proper system to undertake a competitor analysis, which includes human resources,
financial and physical assets, market share and profitability of the global competitor. Manufacturers
must find an answer to the question of how competitors will use the assets they have. A study should
be made of competitors' production methods, cost and expansion possibilities in its present
production location, their subcontract method of joint ventures and relationship with suppliers.
South African automobile manufacturers are facing different types of competitors in domestic and
global markets. So, they must carefully and separately analyse the marketing strategy of different
global and local competitors more than ever before.
South African automobile manufacturers are facing different strategies from both global and local
companies. Therefore, the marketing management bas to makes efforts to assess the strategies of
both types of competitors in order to defend, react to and enhance its market share in the domestic
and global market.

5.3.2.2Global information system
Each company must establish an information system to identify the opportunities and threats of
competitors in the global marketplace. A well-formulated intelligence system will enable
management to determine the global competitiveness of the company and the role of major forces
such as buyers, suppliers, new entrants, substitutes and global competitors. (Jeannet & Hennessey,

1998:221). Global market research will provide sufficient information about global competitors to
assist decision-making about marketing on a global scale. Each company requires information that
allows analysis across several companies, countries and markets. A world-wide marketing
information system must be established to collect data from each market and country in order to
expand a company's market globally and to react to global competitors in the domestic market
(Jeannet & Hennessey, 1998:224).
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5 3 3 Internal analysis
According to Muhlbacher et al., (1999:333), once the competitor analysis has been completed, the
company must start an internal analysis in order to compare the data with the strengths and
weaknesses of their own company. Corporate policy, corporate strategy, the management system
and operations must be included as significant factors of the internal analysis. The starting point of
the internal analysis is with the corporate policy. The important factors in this regard are the ability
and willingness of top management to lead the organisation in its international marketing efforts. If
they were to have a global perspective, top managers should have experience of more than one
culture. Top management must be committed to achieving and maintaining an intemational presence
if the company were to be internationally competitive. Internationalisation of thinking and action is
a significant value for the members of a company. Corporate cultural behaviour of personnel and
traditional must be developed towards intemational marketing activities.
Corporate strategy:

- Management must measure the spread of international activities, the length

of the company's value chain, the configuration of business activities and its traditional competitive
behaviour. The existing capabilities and resource allocation of the company must be assessed and
arranged according to the international marketing activities.
Management systems:

-

Managers of companies must evaluate the company's competitive

position and how the management system will fit and be able to cope with the new environment as
well as the changes that they have to create in the existing management system.
Operations: Management has to ascertain the current state of its functioning and its ability to design
and carry out successful operations in order to measure the competitive position of the company in
the most attractive foreign markets. Management must decide where and in which market they can
operate successfully. The size of the company, profitability and current market operations are
indicators of the resources it has available for investment in new markets (Muhlbacher et al.,
1999:340).
Toyne and Walters (1993:99-100) point out that the external environment analysis on its own is not
sufficient to develop the company's competitive strategies in the global market. Management must
be aware of its own capabilities and the required resources to meet the challenges posed by the
external environment and the identified opportunities. Management has to assess the method of
business, its resource organisational structure and climate, technical and managerial skills, in order
229

to identify the capabilities and strengths of its resources to meet the complicated challenges in the
global marketplace. The capability of the company relies on skills, capital, delivery and input.
Management is forced to cross-check its technical (production, innovation and product) and
managerial skills, as the ability of a company to cope with continually changing opportunities and
competitive threats depend in these factors. Bergouignan et al. (2000:41) indicates that the new
global competitive environment has forced automobile companies to review their adaptive
strategies. In South Africa, all automobile manufacturers and their management have a great
responsibility to make the necessary efforts on a continuous basis to identify their strengths and
weaknesses through the internal analysis to design successful competitive strategies in the
emergence of the global marketplace.
The competitive position of a company must be analysed in order to compare its strengths and
weaknesses with those of global competitors. Automobile manufacturers must analyse the corporate
policy, strategy, management system and operations of the company with regard to its internal
resources to increase its competitive abilities and advantage. Management must allocate its internal
resources efficiently and maintain the workflow by producing goods and services effectively in the
global marketplace. The internal analysis enables automobile manufacturers to arrange its available
internal resources to compete with the different strategies of global competitors.
The internal analysis enables management to identify the company's strengths and weaknesses. This
will enable management to focus on and establish a suitable marketing strategy to increase its
market share in the global marketplace by expanding its activities and react to global companies.
Global marketers are fully aware of their strengths across as many markets as possible.

5.4 GLOBAL MARKET ENTRY STRATEGIES
A company must choose the best mode of entry after the completion of its environmental, external
and internal analyses. Management must carefully select market entry models that are consistent
with the company's desired position in the market to be sewed. Each entry option entails a different
combination of risks and market control and each market under consideration may require a
different market entry mode. This section briefly explains the different market entry strategies. The
following modes of entry are included in global marketing entry strategies.

5.4.1 Indirect export
A company can export its products to other countries through independent intermediaries. There are
four types of intermediaries. (i) Domestic-based export merchants buy the products from
manufacturers and sell them abroad. (ii) Domestic-based agents negotiate and create agreements
with foreign purchasers and are paid a commission. (iii) A co-operative or organisation is involved
in exporting activities on behalf of several producers. They are partly under their administrative
control. (iv) Export-management companies agree to manage a company's export activities for a
fee (Kotler, 2000:374). But according to Chee and Harris (1998:293) and Terpstra & Sarathy,
2000:378-384), indirect exporting includes export house, export management companies,
international trading companies and piggybacking.

Export houses: These are companies that are not manufacturers, but whose main activity is the
handling or financing of the export trade or international trade. There are three main categories
of export houses.
(A) Export merchants who buy the goods outright and sell them on their own account;

(B) confirming houses, where they act as agents for the buyers; and
(C) export agents, where they act as agents for the exporters.

Export management companies: These are specialist intermediaries acting as an export
department for the exporting company, in fact, it acts as the exporter's agent.

Overseas buying offices: Many of the major department stores in industrialised countries have
buying offices. This option could be important for a company wishing to become established in
an overseas market.

International trading companies: These companies tend to be large-scale manufacturers and
merchants and are involved in wholesale and retail distribution.

Piggyback export: One manufacturer uses its established overseas distribution network to
market the goods of another manufacturers alongside its own (Chee & Harris, 1998:293).

5.4.2 Direct export
A company may make efforts to reduce or minimise the risk of dealing internationally by exporting
domestically produced products (Jain, 1993:39). Direct exporting is the most common mode of
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direct entry. In the direct export method, a company sells its products to an overseas buyer. Foreign
buyers comprise distributors, agents or overseas subsidiaries that depend on the product and will act
as a representative of the manufacturer in the foreign market. According to this method,
manufacturers rely on foreign distributors to market and sell their product into the distribution
channel (Foley, 1999: 100).

5.4.3 Other direct exporting methods
Management contracts: This method is concerned with installing management operating and
control systems (Doole & Lowe, 1999:328). TNCs and MNCs will provide key and skilful
personnel or managers to operate the foreign organisation for a fee until local people have
acquired the ability to operate the particular organisation independently (Jain, 1993:39).

Turnkey operation: This is one kind of management contract that provides not only capital
plant supply, but also a management team in order to set up and run the plant for the few months
of operation. Plant construction, personnel training and initial production on a fixed fee or cost
basis is the major content of this contract (Doole & Lowe, 1999:328).

5.4.4 Foreign product entry method
Licensing: Under the licensing method an MNC may give its assets such as patents, trade
secrets, trade marks, know-how and company name to a foreign company in terms of a fee,
royalties and other forms of payments. By using licensing as a method of market entry, a
company could gain market presence without an investment. The licensing agreement may be
assigned for a period of time. For this purpose, the licensee must have all the necessary capital
investment for machinery, inventory, etc. (Jeannet & Hennessey, 1998:312; Johansson, 2000:
156).

Franchising: This method is almost similar to that of licensing and a company could enter
quickly with the limited degree of risk and capital involvement. Franchising is usually limited to
the use of trademarks and associated marketing entry strategies. The franchiser may either sign
individual contracts with a number of partners per country market or prefer a master franchise,
that is, a single contract with a general franchisee in a country-market or region that sells
franchises in that market. This is an effective method to rapidly expand the market with
relatively little capital risk (Muhlbacher et al., 1999: 464).
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Assembly: In any product process, assembly is the last stage of the manufacturing process. In
this market entry method, most of the major components are manufactured in domestic plants or
other foreign countries and those components are transferred to a foreign country for the
assembly process. Today, under globalisation, most motor vehicle manufacturers are adopting
this method to enter other countries (Chee & Harris, 1998:306). For example in South Africa,
Europe, Japan, and Germany, car manufacturers like Ford, Honda, Toyota, BMW and Daimler
Chrysler are transferring cars as completely knocked-downs (CKDs) or engines and other
important parts, add local components and assemble them in local markets.
0

Joint ventures: Foreign-company investors may join with local investors to create a joint
venture company where they share ownership and control. Foreign companies are sometime
unable to enter a local market due to the barriers of the host country's government, or the foreign
company might lack the financial and physical resources to undertake the venture alone (Kotler,
2000:377; Johansson, 2000: 161). Most MNCs use this joint venture method to expand their
global operation in many developing countries, especially in emerging markets. The foreign
company will agree to share equity and other resources with other partners to create a joint
venture agreement in the target country. Another method in this joint venture is a co-operative
joint venture. In this method one partner does not involve any investments. For instance, one
partner will provide manufacturing technology, whereas the other partner provides access to
distribution channels (Kotabe & Helson, 2001:298).

0

Contract manufacturing: A foreign company may arrange with a local manufacturer to
manufacture parts of the product, or even the entire product. By this method, these
manufacturers could accomplish cost-savings in a low-wage country. Manufacturers will select
the country for their production where not only low wages, but also taxation benefits, lower
energy costs and raw materials at cheaper overhead rates are available (Kotabe & Helsen,
2001:297). For example, Chrysler now has the contract of an Australian group to build its Jeep
Cherokee model under contract at an annual volume of 47,000. The company has extended its
agreement with its Australian partner to the year 2004 (Jeannet & Hennessey, 1998:315- 316).

Local manufacturing: Foreign companies practise this form of entry widely. Many companies
find it to their advantage to manufacture locally instead of supplying the particular market with
products made elsewhere. The actual type of local production depends on the arrangements
made, which might be contract manufacturing, assembly, or fully integrated production (Jeannet
& Hennessey, 1998:315). The contract manufacturing entry method is an alternative to assembly

operations where a company's products are manufactured or assembled in the foreign market by
another producer operating under contract (Chee & Harris, 1998:307).

Wholly-owned subsidiaries: Most MNCs prefer to enter new markets with 100% ownership. It
will take two routes of ownership strategies in foreign markets, namely acquisitions, where the
MNC buys up existing companies, or "green field operations", that are started from scratch.
Wholly-owned subsidiaries give MNCs full control of their operations. According to this method
all profits go to the company (Kotabe & Helsen, 2001: 302).
There is a wide range of alternative ways of participating in global markets. Automobile
manufacturers must appoint well-experienced managers who have sufficient knowledge on global
market entry. At the same time, a company must enhance the knowledge of the existing
management to select the ideal way of entry into the global market. Automobile manufacturers must
have a high level of marketing teams that include executives from various countries with
multicultural experience. Each company understands better the diverse needs, tastes and wants
within the global economy. In the context of global competition, South African automobile
manufactures must pay more attention to global market entry. Sourcing plans must take into account
organisational resources, strengths and weaknesses, factor costs, transportation costs, conditions of
market access and entry, assessment of political risks and future conditions at entry and security of
investment. It is necessary to characterise the globalisation process correctly in order to understand
latent demand for cars in regional and global markets to increase the market share and profit.
Protective laws in small countries are less to open to foreign entry.

5.5 GLOBAL MARKETING STRATEGY
After a global company has analysed and decided on its marketing entry, the next step is to decide
on and develop the global marketing strategy (or global marketing mix). The global marketing
strategy is an important tool to implement and achieve the major goal of global strategic marketing.
The global company must decide on how much to adopt and standardise its marketing mix globally.
The marketing mix includes the production, promotion, price and place (distribution channels)
strategy. This section describes the global marketing strategy that is, to a large extent, different from
the marketing strategy in a domestic market. Quelch and Bartlett (1999:234) explain that managers

are responsible for marketing. In the case of a global company; it has to design appropriate

marketing strategies for each national market. In global marketing each country is treated separately
according to its legal, economic, political and currency environment.

5.5.1 Global product strategy

What product or service to sell in the global market is the first decision in developing a marketing
mix. The company could export its existing products or adapt it to meet the requirements of foreign
markets or it could develop new product for the target market. A company has to provide a suitable
product to meet needs and respond to competitive challenges in the global market. The issue of
product standardisation versus product customisation or adaptation is a controversial one. Product
includes design and branding strategies, packaging, labelling and warranty provisions. A company
must provide its product in order to satisfy customers' needs. Customers do not buy product
features, they buy satisfaction and expect more value what they buy (Chee & Harris, 1998: 370).

In global marketing, the product is the centre of the marketing strategy of an organisation. There is
the core product, the actual product and the augmented product. The core product stands for benefits
that consumers attain when purchasing the goods or service. The actual product consists of features,
brand quality, styling and packaging. The augmented product includes installations, after-sales
service, warranty, delivery and credit facilities. Marketers must consider all these aspects when they
compete in the global marketplace. In the case of the motorcar market, the manufacturer has to focus
on excellent marketing support services (i.e. augmented product) (Chee & Harris, 1998:370).
Global marketers face the challenge of formulating a coherent global product strategy for their
companies. What product and service offering will meet the target segment needs and offer suitable
competitive advantages? In the global competitive marketplace, South African automobile
manufacturers have to answer this question both at local level and for each regional and global
market segment. The time has come for the managers of automobile manufacturers to think or to
make engineers think about how they can provide better and more suitable cars of quality and
durability with changes to the regional and global markets.
5.5.1.1 Global product innovation

A global company has to develop new products continually in order to have a balanced international
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product portfolio. A new product can be provided in different ways in the global market. A new
product may only be new for a specific country's market. A company would have been successfully
marketing a product in some markets before introducing it in other markets.

New product ideas: A company needs several new product ideas in order to launch a single new
product successfully in the global market. Management must take several different countries'
markets into account when developing a new product for the global market. A company may use a
number of internal and external sources to generate a sufficient number of new product ideas. Figure
5.4 shows the internal and external sources that provide the company with new product ideas
(Mulbacher et al., 1999: 595).

Figure 5.4: Sources for new product ideas in the global market
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Different automobile producers use different kinds of product design strategies to suit the globally
competitive market. For example, Japanese manufacturers pay attention to product design, including
performance, comfort, fuel efficiency, safety, environmental controls, different national regulation,
differing consumer tastes and segments, computer-aided design (CAD), with shared designing
across models linked to computer-aided manufacturing. Nissan has three divisions: full size,
compact, and sub-compact. The company applies a merit system to promote and motivate the
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younger workers with regard to product development. Toyota has a new product development
committee to replace the chief examiner system: two committee chairs, a design engineer at the
development stage, and a production engineer at the product preparation stage. Honda focuses on
teamwork in the production, for which the employee is given the responsibility (Terpstra & Sarathy,
2000:3071.
5.5.1.2 Global product and global brands
Each product of a global company is developed to meet the needs of the global market. A successful
global product must have a dynamic global brand (a definition of brand was given in the previous
chapter 3). A global brand has a high recognition level in world markets and could be used as an
umbrella for introducing new products. Global marketers should systematically identify and assess
opportunities for developing global brands (Keegan & Green, 1997:282; Keegan & Green, 2003:
403). For example a number of Japanese companies like Toyota, Panasonic and Sony have built
strong global brands, while some Asian companies have also achieved such status. A global brand
brings the advantage of economies of scale in production, production manufacturing and marketing.
For example, Ford can afford to invest far more on suspension with expected sales of 700,000 units
world-wide for its cars (Jeannet & Hennessey, 1998: 357).
An excellent global brand allows customers to identify products or services that promise specific
benefits such as performance, price, quality, image, and standard, also adding value to the product.
For these reasons, brand is extremely valuable in providing access to a market (Doole & Lowe,
1999:392). A particular company may use a brand name in one country that may be totally different
in another country. The language may be a barrier in translating the brand name and the meaning of
the translation may not be appropriate. For example, Rolls-Royce realised that it was impossible to
name a new model of car "mist", as this means dung in German (Chee & Harris, 1998:387). There
is the argument that global brands cannot just be imposed an all markets. For example, a brand's
image may not be the same throughout the world. Developing global brands should not be the
priority. Instead, companies should work at creating strong brands in all markets through global
brand leadership (Aaker & Joachimsthaler, 1999: 138). According to Boylan (Willman, 1997: 15)),
most large global companies use their brand strategies in the global marketplace to increase their
market share. Global brands are more important than logos and advertising campaigns. For example,

GM has chosen four global brands for its cars, namely Saab, Cadillac, Ope1 and Chevrolet. A single
brand could not stretch from the Ope1 Astra to a performance car such as the Saab 9000 or a luxury
saloon like the Cadillac.
Product innovation and a successful brand are the most valuable resource a company has. The brand
name encompasses the years of advertising, goodwill, quality evaluation, product experience and the
other beneficial attributes that the market associates with the product. Automobile manufacturers in
South Africa have to spend a lot of time, energy and money on building the value of their brand in
order to maintain effective brand values and market globally to an international consumer base.
5.5.1.3 Customer satisfaction
Customer satisfaction is an important factor that impacts on the long-term success of a company.
Customer satisfaction depends on the quality of the product and management, which is the central
process of global product management. It is based on the interaction between customers'
expectations concerning the product and their experience with the product. Quality assurance is an
imperative aspect of the product in the global market and it is an ongoing process that runs parallel
with the total product. Quality assurance processes will focus more on material or immaterial
aspects or the creation of customer value (Muhlbacher et al., 1999:600-601).
5.5.1.4 Warranty and service policies
The driving force for customers in the global market is a certain performance expectation. Global
marketers must consider a warranty and service policy as an integral aspect of a company's
international product strategy. Foreign buyers want extra assurance that suppliers will back the
product as the supplier's plant is thousands of miles away from the market. A comprehensive
warranty and service policy is a very important marketing tool for global companies (Jeannet &
Hennessey, 1998:366-367). In today's global marketplace, many new products and services are
constantly being introduced, which has the effect of obsoleting "old" technologies and processes
with little or no notice. In this global competitive market, customer service (customer service
focuses on what the company can do), customer satisfaction (the measure of customer satisfaction is
externally-oriented) and customer success (customer success focuses on helping customers succeed)
are important aspects of global marketing activities. In today's highly competitive global
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marketplace, service excellence is essential. Any service gap is an open door for the competition,
enabling that company to enter the market and capture a market share (Fawcett & Cooper, 2002:37).
South African automobile manufacturers must analyse the warranty system of their competitors in
order to determine that of their customers in domestic and regional markets. Warranty can also be
used aggressively to promote sales. Automobile manufacturers specifically have to use a strong
warranty as part of their global market entry strategy. South African automobile manufacturers must
concentrate on service, which includes delivery, repair and maintenance facilities and a spare parts
inventory in order to satisfy customers better than their global competitors do. Local companies can
provide better services to customers than international companies could. The strong service capacity
could be an effective promotion tool for automobile manufacturers in South Africa.

5.5.1.5 Standardisation versus customisation
Standardisation means that a company is offering a uniform product on a regional or world-wide
market. Minor alternations are usually made in order to meet market conditions.

On the other

hand, a customisation policy is one in which management focuses on cross-border differences in the
needs and wants of the company's target customers. According to this approach, major changes may
he made in the product to match local market conditions. Standardisation enables a company to offer
the product at lower cost via mass production, while customisation is a market-driven mind-set that
increases customer satisfaction by adapting the product according to local needs. For example, in the
triad markets - Japan, Europe and the USA - the preferred car size in terms of length-by-width has
shifted towards a space of 7 to 9 square meters. The size of cars in Europe has not changed much
during the last two decades, because European motorists have a common desire for reliability,
safety, quality and advanced technology. However, the requirements for cars differ from country to
country (Kotabe & Helsen, 2001:353;Jain, 1993:49).
Japanese companies have been more readily prepared to adapt products as they are increasingly
dependent on the .global market. Their central strategy is to apply small batch sizes, flexible
production methods and minimum stockholding (Doole & Lowe, 1999:375). A broad knowledge
about the global product strategy is important for all automobile manufacturers in South Africa.
Management must analyse carefully and in depth the global market requirements for cars in order to
decide on the product, quality, warranty, after-sales service and customer satisfaction through added
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product value. This consideration is important not only to increase their export, but also to react to
global competitors in the domestic market.

5.5.2 Global channel strategy
Global marketing distribution is similar to that of the domestic setting, but there are environmental
influences that might lead to substantial different channel policies and options. Global marketers
need to understand how environmental influences may affect these distribution policies and options.
Anderson and Vincze (2000:281) argue that a channel of distribution can be defined as sets of
interdependent organisations that are involved in the process of making a product or service
available for consumption. The distribution decision is one of the most significant marketing
decisions and functions of any company in the global market. Goods and services can be produced,
priced and promoted effectively, but sales will not occur without moving the product from the
producer to the final customer through a distribution system. A well-designed distribution system is
the key that creates customer value. There are certain functions of distributing that enable suppliers
and customers to move closer together. Figure 5.5 shows the breakdown of the major three
functions, namely exchange, physical supply and facilitating activities.

Figure 5.5: Functions of a distribution system
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Logistics are another common name for physical distribution (PD). Marketing managers have to
ensure that the PD system provides utility and meet the needs of customers with an acceptable
service and cost. The cost of the PD is important for both companies and consumers. PD cost varies
from company to company and from country to country. Most customers would prefer very good
service at a very low price. Information technology is important to improve service levels and cut
costs. At the same time marketing management uses different effective strategies for different
activities of distribution. Company and marketing managers must work together to decide what
aspects of service are the most important to customers at the end of the channel and how to divide
the specific service levels within the channel. The formulation of strategy is one of the most
important decisions in marketing management (Perreault & McCarthy, 1999: 322-327).
Toyne and Walters (1993:506) suggest that a global company should develop three interrelated
distribution strategies, namely (1) a set of foreign distribution strategies, (2) a cross-national
distribution strategy, and (3), an integrating global distribution strategy.
(1) A foreign distribution strategy is a plan of attaining a corporate objective within a country-

distribution objective. It includes the decisions connected with the selection, development and
control of channel members in order to meet environmental, market and competitive conditions
and objectives in the host country.

(2) A cross-national distribution strategy is a plan for attaining a corporate objective between
country-distribution objectives. Foreign marketing activities indicate selecting and managing
international channel members, sourcing, inventory and transportation decisions, development
and control of a logistical system.
(3) A global distribution strategy is a plan for simultaneously attaining corporate global and
foreign market distribution objectives.
For example, General Motors markets its products in a variety of ways to more than 175 countries
around the world. GM established an international export sale (ES) unit order to promote and coordinate its global exports, while the company sometimes modifies its product for overseas markets.
GM's exports it products either as completely knocked-down (CKD) kits or as fully assembled
single-unit packs (SUP). The product comes from any one of GM's global operations. E S manages
GM's world-wide distribution through 11 regional offices around the world with its headquarters
located in Detroit (Terpstra & Sarathy, 2000:439).
24 1

The economic order quantities (EOQ) method was previously used by management in production,
storage, inventory and distribution in order to minimise costs, while in recent years the JIT method
was introduced by Japanese companies for production, inventory and storage and distribution. The

JIT method is more effective and efficient than the EOQ in reducing the cost of inventory,
transportation, distribution and time (Albaum et al., 1994:428; Kotabe & Helsen, 2001:519).
The company must analyse the logistic environment and infrastructure to design an appropriate
physical distribution system in each foreign market. This distribution network should be flexible
enough to adapt to its dynamic environment where government, competitors and technological
parameters are changing. From the foregoing discussion, it is clear that automobile marketers must
have a broad range of alternatives for developing an economical, efficient and high-volume
international distribution system. Automobile manufacturers have to analyse the differences between
global and domestic distribution systems.
5.5.2.1 Mode of transportation
Kotabe and Helsen (2001:517) argue that global distribution managers should understand the
important aspect of different modes of transport in order to reduce its cost and to use it optionally
with a value-to-volume ratio. The perishability of the product and the cost of transportation are
important factors in determining an optimal mode of transportation. The value-to-volume ratio is
determined by how much value is added to the materials used in the product. Perishability of the
product refers to the quality degradation over time and product obsolescence along the product life
cycle. The cost of transportation should be considered in the light of the value to volume and
perishability of the product.

Ocean shipping: Three options are included in this. Liner semce is a regularly scheduled
passage on established routes. Bulk shipping normally provides contractual services for prespecified periods of time. The third category is irregular runs. Most manufacturers depend on
existing international ocean carriers. Large companies like Toyota and Hyundai have their own
fleets of cargo ships for global distribution.

Air freight: Over the last thirty years, shipping of goods by air cargo has been growing rapidly,
although the use of air shipping remains quite small. Only high-volume goods like
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semiconductor chips and diamonds are likely to be transported by air. Today a cargo jumbo like
the C-130 and AN-32 can cany more than 80 tons of cargo. There are super-size transport
planes that are being used for global courier services such as FedEx and DHL. More than one
mode of transportation is usually employed. Naturally, ships and air-shipping are the initial
mode of transportation used to cross national borders. Even if the countries were contiguous,
there are various rules and, regulations that prohibit the use of the same trucks between and
across national boundaries. Trucks, barges, railroad or aeroplanes can be used for further
transport once the ship or airship has landed (Kotabe & Helsen, 2001 :517-518).
Transportation modes affect the total product cost because of the varying requirements of packing,
inventory levels, time requirements, unit cost, damage and pilfering losses. Automobile
manufacturers in South Africa must ensure optimum distribution at minimal cost, physical
distribution to final customers, delivering in terms of the most efficient use of capital investment,
resources, production, inventory, packing and transportation. It is important to obtain up-to-date
information on transportation methods and cost because new technologies and regulations are
constantly impacting on transportation cost factors. A global marketing plan requires a global
sourcing plan, which includes supplying customers with the highest quality at the lowest cost.
5.5.2.2 Warehousing and inventory
Warehousing is important in storing materials and products for the purpose of preparing for moving
or transportation. For global shipment, the shipping technology or quantities may he different.
Warehousing bas to be dealt with differently according to the climatic situation in foreign countries.
Automated warehousing systems are in practice in the case of handling, storage and shipping of
goods. The inventory method significantly affects the service level of a company's logistic system.
Effective and efficient inventory systems must be developed in order to reduce the cost of tied-up
capital. At the same time, adequate inventory is needed against unexpected breakdowns in the
logistic system. Exporters of automobiles have to analyse the distribution strategy of competitors
regularly today. They must decide on a suitable strategy to reduce distribution costs and to provide
the best service to customers to create new customers and have existing customers stay with them on
the long run. Not only faster and sophisticated transportation, but also suitable warehouses and
inventory management are imperative to bring the company closer to its customers to provide good
service and satisfaction in the global market (Johansson, 2000:431).
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5.5.3 Global pricing strategy
MNCs face several different problems with regard to pricing when they sell products in the global
market (Kotler, 2000:383). Various factors affect the setting of prices in global marketing. However,
three major factors determine the boundaries of the market price. The first is product cost, which
determines the floor or minimum price. Secondly, competition in the market creates the price ceiling
or upper limit of the price. Therefore international competitions almost always put pressure on the
price of domestic companies. A widespread effect of international trade is to lower prices (Keegan
& Green, 1997:307). Keegan and Green (1997:307) argue that fluctuating exchange rates should

not create serious problems for global marketers, because a risk or decline in the home country
currency's values will be offset by a positive rise or decline in domestic price levels. However,
global marketers must take into account other factors such as transportation cost, middlemen,
margins, taxes, the cost of distribution and various types of price control policies in various
countries when setting their prices in the global market.
Global marketers use a number of different pricing strategies in global markets. The overall goal is
to contribute to company sales and profit objectives. World-wide multinational companies use
market-skimming pricing, penetration pricing and market-holding method pricing. Most of the
international market uses penetration pricing in order to enter the global market and capture a
market share quickly. This pricing method is used as a competitive weapon to gain a market position
(Keegan & Green, 1997: 308-309).
5.5.3.1 Environmental influence on pricing decision
External environmental factors impact on global pricing, which is uncontrollable in the global
market.

Exchange rate: Fluctuations of exchange rates are one of the major variables of pricing in the
global market. The company can choose its own currency, the buyer's currency, or some third
party's currency. Floating or devaluation of the currency will affect the pricing decision of a
product in the global market (Albaum et al., 1994:323). The company could choose its own
currency to avoid any foreign exchange risk, but may lose sales (Chee & Harris, 1998:486).

Inflationary environment: Inflation is a world-wide phenomenon that influences pricing.
Inflation always requires periodic price adjustments. An inflationary environment (Keegan &
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Green, 2003: 457) will affect the operating profit margins. In some countries, inflation rates will
rise to several hundred percent, leading to a reduction of the purchasing power of the currency.

A company has to use either a last-in-first-out (LIFO) method of costing or a first-in-first-out
method (FIFO) approach to protect itself from the eroding purchasing power (Jeannet &
Hennessey, 1998:445).

Government control and subsidies: Government policy and action is another real threat to the
profitability of a subsidiary operation. Government is under pressure to take important actions
regarding price control due to the financial balance-of-payment crisis. The government may
often change its selective price control. Foreign companies may suffer from this price control
because they are unable to control the price policy of the government (Keegan & Green, 2003:
458). Sometimes regulations may be applied only to specific industries. The price control system
may also vary from country to country and from industry to industry (Jeannet & Hennessey
1998:446).

Competitive behaviour: Competitive factors are also one of the important factors that affect
constraint on the ability to adjust prices if competitors do not adjust their prices according to the
rising costs (Keegan, 1999:423; Keegan & Green, 2003: 459).
5.5.3.2 International pricing policy
Price is the monetary amount a buyer pays for goods or services (Anderson & Vincze, 2000:389). In
the international market it is more difficult to standardise the pricing decision than product decision
or promotion activities. Competitors have different cost structures in different countries, as well as
taxes and duties, while government regulations vary from country to country.
Global marketers are using a number of different pricing strategies in the global market. However,
generally the following pricing strategies are used by most of the global marketers in order to
contribute to company sales and profit objectives world-wide (Keegan, 1999: 41 1).

Market skimming: Companies enter the market and sell products at high prices. They may
reduce the price gradually or even abandon the market as competition increases. Companies use
this method to recover high research and development costs incurred by the company (Doole &
Lowe, 1999524). Skimming may bring maximum profits for the company in the market
introduction stage of an innovation, especially if there is little competition. A skimming policy
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usually involves a slow reduction in price over time (Perreault & McCarthy, 1999:482).

Penetration pricing policy: In this method a company introduces its product at one low price.
The company may face strong competition after the introduction of the product (Perreaut &
McCarthy, 1999:484).Global marketers use this method as a highly competitive weapon to keep
its competitors at a distance. This price will rapidly increase sales and gain a market share. The
product is sometime even sold at a loss for a short period of time (Chee & Harris, 1998:484).
Japanese and South Korean companies have used this kind of pricing strategy very effectively to
gain leadership for their goods such as cars and electronic goods (Chee & Harris, 1998: 484).
For example, Toyota's most popular model is selling internationally. The company set a lower
price for its 1998 model Camry than the previous year's model. Even though Toyota is one of
the major players in the global automobile industry, the company realised that competition from
other Pacific Rim companies with a lower cost base was becoming more intense. Through this
pricing strategy Toyota has increased its market share significantly (Anderson & Vincze, 2000:

388).
Market holding: Global companies are adopting this pricing strategy in order to maintain their
market share. This strategy often involves reacting to price adjustments by competitors. Market
holding means that a company must carefully examine all its costs to ensure that it will be able
to remain competitive in its target market. For this purpose, some companies move outside the
home country for its manufacturing activities in order to reduce the cost of production. For
example, German automobile manufacturers expanded their production outside Germany
because they were no longer tied exclusively to German costs in their manufacturing (Keegan,

1999:414).
Cost-plus 1 price escalation: In the cost-plus method, all costs will be added to the product, plus
shipping, ancillary charges and a profit percentage. Price escalation means that the increase in a
product's price with regard to transportation, duty and distribution margins are added to the
factory price (Keegan, 1999:414;Keegan & Green, 2003: 449-451).
Pricing is a critical element of the marketing mix. Price is probably the marketing mix element that
is most difficult to standardise because of country-to-country differences. The price must correspond
with the customer's perceived value of the product and increase the customer loyalty. Global
companies are driving down the price of cars and pushing up quality. Automobile manufacturers are
now in need of understanding the pricing strategy in the global market in order to offer quality
products at lower prices than the global competitors in regional and global markets do. There is an
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argument that the price for South African vehicles is higher than in other countries. Therefore, South
African automobile manufacturers must pay more attention to pricing decisions so as to enter the
global market and compete with global competitors in domestic markets. Pricing strategy is one of
the most important factors in the marketing mix in order to attract customers from both global
competitors in domestic and global markets.
5.5.4 Global promotion strategy

Chee and Harris (1998:518) argue that promotion is the most important tool to communicate with
the customer. The goal of the promotion mix is to create awareness, interest, desire and action on the
part of the global consumer. The function of promotion in global markets is similar to that of
domestic operations. However, in global markets it is quite a different matter to achieve the strategy
due to the variability in availability, quality and scheduling of the promotional tools, which will
affect the company's degree of success. Advertising, personal selling, sales promotion and public
relations are the major factors included in the promotional mix. Cultures of people and different
languages in each country are major barriers and limitations in global promotions.
5.5.4.1 Global advertising

In the digital age, marketers must develop effective promotion to attract customers towards the
company (Bishop, 1999:37). Advertising is a key tool in global communication. This principle of
advertising does not vary from country to country, although the objective and methods employed
will vary in the different markets. Total advertising expenditure, advertising expenditure by industry
and advertising expenditure by media are the factors that determine the promotional activities in a
particular market (Chee & Harris, 1998:526).

Integrated marketing communication (IMC) of a company affects the use of advertising (mass
communication). An effective advertising programme involves the determining of the target
customer, the key message, and the medium to be used. Identifying the appropriate audiences is an
imperative part of the lMC. In today's dynamic, well-informed and fiercely competitive market, the
advertising strategy need not only be a single group of target customers, but to reach them all,
because many individuals affect the buying process. The advertising message should be
communicated to achieve the objective of IMC. The purpose of communicating with the customer is
247

to help them reach a buying decision. The message convinces the customer that the product will
satisfy their needs. Determining the IMC media is part of the advertising. Management should select
the suitable media to effectively carry the message to the selected group of customers.
Communication methods and cost vary tremendously from one medium to another. There are
various media such as newspapers, magazines, radio, television, direct mail, point-of-purchase
(POP), Internet (e-mail). Miscellaneous media are used for advertising in the global marketplace
(Andersen & Vincze, 2000:347-353). In electronic colonialism, advertising has a greater role and
impact on foreigners' lives, values and ultimately their purchasing behaviour. Privatised radio and
television are playing an important role in international advertising of products such as cars, food
and beverages, credit cards, etc. Today, global advertising has a greater influence on the customers
of developing countries. Some global corporations may use a single global advertising strategy. For
example, Ford is seeking to consolidate its advertising and marketing expenditures within a single
advertising agency that has a global reach and workforce (McPhail, 2002:244).
A more sophisticated advertising strategy is essential for all automobile manufacturers in this
modem globalised era. Manufacturers have to analyse and examine the advertising strategy of TNCs
in the domestic market and adjust and adapt their advertising strategy to react to the advertisement
of TNCs.
5.5.4.2 Personal selling
Most companies rely on the method of personal selling for survival and progress. A well-selected,
well-trained, well-compensated and well-supported salesperson can bring about a successful foreign
sales volume (Albaum et al., 1994:377). Personal selling is the most effective way to communicate
to customers and almost every company could benefit from this method. Salespeople create a direct
face to face contact with prospective customers that can attract more attention than an advertisement
and display. Salespeople act as important tools and a bridge between the company and customers,
obtaining information about product satisfaction and creating a good relationship with them.
Marketing management must decide on how many salespeople they need, what kind of salespeople
they need, what kind of sales presentation to use, how to select and train salespeople and how to
supervise and motivate them (Perreault & McCarthy, 1999:412).

Personal selling is also important in the marketing mix. The company must promote those staff
members that are engaged in personal selling in the domestic and global markets. Automobile
manufacturers must make sufficient efforts to recruit and select, train, motivate, compensate, control
and evaluate their personal selling staff.

5.5.4.3 Sales promotion
Sales promotion stimulates interest and provides motivation to customers, staff or intermediaries
toward a company and its products. The general goal of all sales promotion activities is to increase
sales (Muhlbacher et al., 1999:768). Some form of promotion such as coupons, gifts and various
types of reduced-priced labels are used in most countries. Price reduction and coupons are some of
the most popular promotion tools. There are restrictions on some of these forms of promotion in
most countries. Sports promotions and sponsorships is another type of promotion tool. Some
companies purchase television advertising space for regular broadcasting of baseball, basketball and
football events (Jeannet & Hennessey, 1998:496-498; Johansson, 2000: 474-478). Highly regulated,
a large number of promotional tools are in use in different countries. Some methods are permitted in
some countries, while others are not permitted (Keegan, 1999:483-484).
South African automobile manufacturers must carefully study promotion tools to identify and select
a suitable promotion strategy to enjoy the opportunities in the context of a globally competitive
marketplace.

5.5.4.4Public relations
Publicity comprises marketing communication to promote and manage an organisation's products
and image. Newspapers, magazines, television and radio are used as media for the purpose of
publicity. The company allocates considerable time, effort and expense in order to ensure that they
receive publicity. Publicity can be used as a powerful force in a marketing programme. The public
generally receives sufficient information from the media that is more favourable than an
advertisement (Anderson & Vincze, 2000:357). If advertising sells products, public relations sell
companies. Effective international public relations are a significant tool to facilitate successful
expansion in the global market (Foley, 1999:295).

Good public relations will increase the image of a company and are even more important in the
global market than it is domestically. Public relations are not marketing activities, but are essential
to marketing success. Public relations are essential for automobile manufacturers to attain success in
the market.

Global automobile marketers effectively apply different promotional strategies to communicate to
customers all over the world. In addition to these traditional tools, Internet and other tools, the
electronic media plays a vital role in increasing promotional activities. South African automobile
manufacturers have to take these changes into account and develop effective promotional strategies
to increase its volume of exports and market shares in the global marketplace.

5.6 STRATEGY OF AUTOMOBILE INDUSTRY IN THE GLOBAL MARKET
Haley and Tan (1999:96-101) have the view that culture, education and environment will affect the
strategic planning process differently in different countries. The strategic planning process differs
between Western countries and South and South East Asia. Strategic planning in South and South
East Asia has developed into a process with an ad hoe and reactive basis. Bergouignan et al.
(2000:41) express the view that the new competitive environment of globalisation has forced
automobile companies to thoroughly review their adaptive strategies. It is difficult for all companies
in the automobile industry to use a single identical strategy, although they operate in one and the
same environment.
Bergouignan et al. (2000:43) argue that automobile companies are applying different hierarchical
control and strategy measures according to global market changes. Bergouignant et al. (2000:43)
explain the four configurations of automobile manufacturers to help us understand the history and
strategy of the automobile industry in the changing conditions of the global environment. The
following figure indicates the hierarchical control and strategy of automobile manufacturers.
Different strategies have to be adapted by different companies according to the hierarchical degree
and configuration of changes in the competitive environment of globalisation. Terpstra and Sarathy
(2000:182-184) briefly, as an example, explain how Ford and Toyota apply their global strategy in
the competitive market. The major goal of Ford is to become the number one car manufacturer and
marketer world-wide. The market share of Ford in the USA has increased from 21% in 1985 to
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26.5% in 1998, while the market share of General Motors has dropped to 30%.Ford uses strategies
such as leadership maintenance, market share plus product quality, customer satisfaction, return on
investment, and employee moral to increase its share in the global market.

Figure 5.6: The trajectory of Ford (degree of hierarchical control)
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(Source: Bergouignan et al., 2000: 44)
Other key aspects of Ford's overall strategy include increased manufacturing capacity, globally
focused new product development (Ford's new cars are to be built on the same "platform", using
common engines in order to reduce product development cost), marketing innovation, cost cutting,
and increased motivation. Ninety percent of the South East Asian automobile market is controlled
by Japanese automobile-makers, one out of four car sold being a Toyota. Toyota has plans to build
one-third of its cars overseas. This company has been able to develop a new vehicle in just 19
months - 8 months less than the average in-house developmental time of 27 months. Toyota is able

to design a product in a shorter time to respond to customers' tastes, reducing the time-to-production
by limiting design changes. All these aspects facilitate the reduction of production costs.
Some managers of local companies with limited international exposure fear that they will be illequipped to face the established global competitors in an unfamiliar foreign environment. However,
in the global market, managers do not have to go abroad to experience international competition.
Sooner or later the world comes to each manager (Bartlett & Ghashal, 2000:139). Dawar and Frost
(1999:120) point out that MNCs are coming to the glohal market with their substantial financial
sources, advanced technology, superior products, powerful brands, as well as seasoned marketing
and management skills. However, managers of local companies in this competitive market think in
one of only three ways. One is to seek assistance from the government in the way of reinstated trade
barriers or some other form of support. The second is to become a partner of an MNC, while the
third is simply to sell out and leave the industry. There are many options for companies to face the
stiffer foreign competition. Management must think and act quickly to react to competition in the
global market before they lose their market share, or even to increase their market share. For
example, in the mid-1980's India opened its automobile sectors for open trade. Bajaj, the country's
largest maker of scooters, confronted fierce competition with Honda. Honda, which sold its motor
cycles and cars world-wide on the strength of its superior technology, quality and brand, entered the
Indian market. Indian consumers always seek low-cost, durable products and want easy access to
maintenance facilities country-wide. Bajaj applied its strategies to sell cheap scooters through an
extensive distribution and service network of roadside mechanic stalls that fitted the Indian market
well. Honda, however, selling mostly through outlets in major cities, did not defeat Bajaj in the
Indian market (Dawar & Frost, 1999: 122). There are four strategies for companies in a global
market. Figure 5.7 shows the different strategies.

Defender: The company must concentrate on defending against MNCs when its assets are not
transferable and globalisation pressures are weak in the market.
8

Extender: The company is able to extend its success at home to a limited number of other
markets when globalisation pressures are weak, but the assets of the company are transferable.

8

Dodger: If the company's assets work only at home, its continued independence will depend on
its ability to dodge its new rival by restructuring around specific links where its local assets are
still valuable. However, global pressures are strong here.

Contender: If the company's assets were transferable, the company may actually be able to
compete head-on with MNCs at glohal level (Dawar & Frost, 1999:122).
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Figure 5.7: Strategic marketing of companies with competitive assets in global market
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South African automobile manufacturers will have to produce the right car for a market in a timely
model. They must design cars to cut the cost with fewer parts and less labour hours to compete with
global companies. They have to consider improving quality and reducing cost over the model's life.
Automobile manufacturers in South Africa could have a variety of marketing strategies. Some of
these strategies might be risky, but the fact remains that most of them may be attracted by a
transregional configuration. They should put the maximum effort and design strategy into export
markets and could cover the high volume segments of the regional automobile market. It is possible
to formulate their strategies to respond to the conditions of local demand and export with modified
versions towards other regions where they could target low-volume niche markets. Local adaptation
strategies are also necessary to compete with global players. Simplification and commonisation
entail the use of share parts and platforms. These strategies help companies to survive at a time
when the growth of demand is slowing down and a price war is being waged between automobile
manufacturers.

5.7 BENEFITS OF A GLOBAL STRATEGY
Globalisation and standardisation of the marketing mix provide several benefits. A company could
gain the following benefits from a global strategy.

Cost reduction: An integrated global strategy will enable the company to reduce cost in
different ways. Pooling production, or other activities for two or more countries, would increase
the benefits from economies of scale. A second way to cut costs is by exploiting lower-factor
costs by moving manufacturing or other activities to low-cost countries. Global strategy can also
cut costs by exploiting flexibility. Through enhanced bargaining power, a global strategy could
reduce costs. A company whose strategies allow for switching production among different
countries, greatly increases its bargaining power with suppliers, workers and host governments.

Improved quality of products and programmes: Global strategy companies focus on a
smaller number of products and programmes under a multi-domestic strategy. This
concentration could improve both product quality and programme. For example, the success of
the Japanese automobile industry depends on a global focus. Toyota markets a far smaller
number of models around the world than General Motors does, even allowing for its unit sales
being half that of GM's. Toyota has concentrated on improving its few models while GM has
fragmented its development funds.

Enhance customer preference: Global availability, serviceability and recognition could
enhance customer preferences through reinforcement.

Increased competitive leverage: A global strategy provides more points from which to attack
and counterattack competitors (Yip, 1989: 33-34).
Economies of scale in production and marketing are the most frequently cited benefits. Automobile
manufacturers could save money with regard to product development, purchasing and supply
activities when they globalise their operations. Transfer of experience and know-how across
countries through improved co-ordination and integration of marketing activities is also a benefit of
globalisation. Glohalised operation means reducing time frames and focusing on the importance of
quality, competitive prices and innovative products. Technology is an integral part of product
performance, while competition often focuses on continuing technological improvements. In the
competitive global market, a company could make products less costly and technologically better.
Automobile manufacturers could increasingly achieve competitive advantages in the global
marketplace by offering customers a continuous stream of technologically improved products.
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5.8 IMPLEMENTATION OF GLOBAL MARKETING STRATEGY
Sarathy and Terpstra (2000:660) argue that intervention from headquarters is necessary to
implement the global marketing strategy. Headquarters would range from informing to persuading,
then co-ordinating, to approving, culminating in directing. It means taking greater control and
lessening autonomy at the subsidiary level. In the case implementing the marketing mix, greater
autonomy will be given to the subsidiary. A global company should have strong and efficient local
managers to implement the company's global marketing strategy. Some global companies
decentralise their power and create suitable regional headquarters. Regional headquarters are not
necessarily located within the region. Certain elements of the marketing mix would be given to such
regional headquarters or subsidiary. Once a good global marketing strategy has been developed, the
marketing management and everyone in the company must know what needs to be done to achieve
the overall goal of the company. Thus, a good marketing strategy would set a suitable framework for
effective implementation and control. The marketing management process includes not only the
marketing strategy, but also its implementation and control. Skilful implementation is essential to
fulfil the satisfaction of the customers in today's stiff competitive market (Perreault & McCarthy,
1999:536).
Chee and Harris (1998:588) argue that the marketing strategy will be implemented throughout the
organisation. Organisational structure and design are important in order to implement these
strategies effectively and efficiently. According to Kotabe and Helson (2001592-595),
organisational structure is not only one aspects of a global organisation. There are other aspects such
as the mindset of managers and the managerial processes. Global management has to rethink the
structure of the organisation to operate and implement strategies according to environmental
changes. Thus, a fit between the environment and the MNC's organisational structure is not enough.
Global organisation also needs flexibility. In the case of planing, decision-making and power
sharing for implementation, MNCs are adopting two methods, namely centralised and decentralised
systems or structures. Decentralised organisation of nationally operating companies is highly
autonomous. Each local unit will act as a profit centre of the parent company. Corporate
headquarters may provide guidance and advice for operation, decision making and implementation.
Centralised organisation will consolidate most decision-making powers at the corporate
headquarters. In practice, most MNCs are somewhere between these two extremes. Certain tasks

like finance, research and development are centralised. Other tasks like pricing, advertising and
implementing are the realm of local subsidiaries (Kotabe & Helsen, 2001594).

In some MNCs, decision-making and methods of implementation are mostly centralised. For
example, Ford markets its various brands across units according to a strategy that is determined
centrally (Jeannet & Hennessey, 1998:604).
Marketing managers and allied staff of automobile manufacturers in South Africa have to act on the
implementation process when starting their activities from formulated global marketing strategies in
a stiffer competitive global marketplace. They must design their implementation framework
carefully. Day-today vigorous action is essential to translate the marketing strategy into action to
obtain the intended benefits in the competitive situation. Global competitors are changing their
marketing strategies often to react to local automobile manufacturers in the domestic market.
Automobile manufacturers should establish well-organised structures to implement their global
marketing strategy effectively.

5.9 PERFORMANCE EVALUATION AND CONTROL
The marketing management must take the necessary actions to evaluate its performance and obtain
feedback as soon as it has started the implementation of this strategy. Management must design a
sound framework to receive feedback about sales, expenses, and profit day by day and week by
week. Then it must take the necessary actions to rectify the deviation. Fast feedback can improve
implementation and control in the global marketplace (Perreault & McCarthy, 1999538).
Performance evaluation measures can be categorised as either financial or non-financial techniques.
Simple and easier methods of measurement must be designed to measure the performance in various
countries. Controls are defined as checkpoints that are used to compare the actual performance.
Management often define some standards in the planning process. Sound and strict control will help
to correct the unsatisfactory performance of subsidiaries. Since an MNC typically has several
foreign subsidiaries in different parts of the world, a sound central system is important to ensure that
these subsidiaries move together towards a common goal, spelled out by the corporate strategic plan.

A sound control system will enable the MNC to evaluate each subsidiary. Finally, a sound control
system permits better strategy planning and implementation of this planning (Jain, 1993: 815-816).
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Many South African companies are not ready for these challenges, however. South African
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automobile manufacturers have to formalise their marketing strategy according to the global
marketing strategic process to cope with these challenges, which must create a structural balance in
global and local tensions. They have to employ their corporate resources, management, personnel,
technologies, business know-how, funds and other assets in a more efficient and productive way to
attain their corporate objectives in the globally competitive marketplace. They must explore global
and regional opportunities for profits and better service to their customers. A company is faced with
a number of very important marketing strategic decisions when it operates in the global marketplace.
Automobile manufacturers will have to develop new skills and learn about new concepts to survive
in the global marketplace.
These trends of global marketing have forced automobile manufacturers in South Africa to strive to
devise global marketing strategic and operational planning, implementing and control systems. It
will enable them to manage their international and domestic business more efficiently in an era of
rapid changes in the globally competitive marketplace.
To assess the influence of globalisation on automobile manufacturers in South Africa, an empirical
study will be conducted in the next chapter. The results will be utilised to assess the influence of
globalisation on automobile manufacturers in South Africa and to examine whether these companies
have the capacity and strategy to react to global competitors in order to survive on the long term in
the competitive globalised marketplace.

CHAPTER 6
RESEARCH METHODOLOGY AND EMPIRICAL INVESTIGATION

6.1 INTRODUCTION
There are many useful sources of secondary data. Although this data will not provide adequate
information to meet the needs of a specific inquiry or research, it will provide some important and
useful information although not in terms of products, opinion or issues. The researcher needs to use
both secondary and primary data to understand the problem and complete the specific research.
This chapter is concerned with the different survey methods and the presentation of the primary data
of the empirical study. It deals with a number of standard techniques that can be applied in the
collection of data, tabulation and graphic representation of statistically analysed data. It looks at the
construction of diagrams by using computer packages in order to present the collected data. The
major objective of this chapter is to explain briefly the development of the questionnaire, how it was
distributed to the targeted population and collected to gather data for the empirical research. The
statistically processed data is then presented in the form of tables with a brief explanation of the data
regarding to each question with its background literature. The objectives of the research were
achieved through two phases, namely a comprehensive literature review and an empirical study.

6.2 PHASE ONE: COMPREHENSIVE LITERATURE STUDY
A literature review serves the researcher in many useful ways. Theory gives a range of facts to the
researcher to identify the problem under study and too suggests a system for the researcher to
improve on data so as to classify it in the most meaningful way (Cooper & Schindler, 1998:48).
Literature must have an empirical indicator, however. It provides a focus for research and guidelines
to collect information. The concepts and literature review help the researcher to identify items that
are to be incorporated in the questionnaire. The concept clarification gives the dimensions of social
deprivation. This deprivation is more specific, giving more clues about which questions to ask in a
questionnaire (De Vaus, 1990:50-51). Neuman (2000: 446) expresses the view that a good literature
review brings about a good body of knowledge and establishes the creditability of the research. A
literature review expresses clearly to the reader that the researcher knows the research field as well
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as the major issues. The literature review creates a link with prior research and how the current
study is linked to it. It gives an outline of the research on a question and shows the development of
the knowledge. It stimulates the researcher to obtain new ideas regarding the particular study. It also
gives information to the researcher to construct a meaningful questionnaire in order to measure the
attitude of the intended respondents to achieve the objective of the research.
As discussed above, an extensive literature review (Chapter 2 to Chapter 5) was conducted to
establish a body of knowledge with regard to the concepts, past and present situation, issues and
problems regarding the factors that have an influence on globalisation and the performance of
automobile manufacturers in South Africa. This comprehensive literature study was the first phase
of this research and was essential in order to achieve the objectives.

6.3 PHASE TWO: EMPIRICAL STUDY
The empirical study, the second phase of this study, was completed through the following steps in
order to achieve the proposed objectives of the study.
6.3.1

Research methodology

Quantitative approach and qualitative approach: Both these styles are widely used by
researchers. Both methods share the basic principles of science, although the two approaches differ
in significant ways (Neuman, 2000:16). The quantitative approach describes and solves problems
by using numbers. The qualitative approach describes the behaviour of people individually, in
groups or in an organisation. The quantitative method can be applied to a wide range of problems.
The results of this survey may be summarised in the form of tables, charts and calculated numbers.
These summaries of numbers are called statistics. Trends in the economy, industry sector or market
can be identified and compared numerically. The quantitative method helps the researcher to more
effectively manage and solve a range of business and non-business problems (Cumin & Slater,
2000: 7-9).

The quantitative methodology was applied to complete this research. This method is very suitable to
measure the influence of globalisation on the performance of automobile manufacturers in South
Africa in the form of numerical scales.
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6.3.2 The research design

Basic and applied research: Research can be roughly classified into basic or pure (pure research is
sometime called "basic" research) and applied research. Pure research is not applied immediately,
although applied research can be used immediately to solve the specific problem (Baily, 1987: 22-

23). Basic research is the method of and a source that creates most new scientific ideas and ways of
thinking about the world. It could exploratory, descriptive or explanatory, although explanatory
research is the most commonly used method. Basic research provides a foundation for knowledge
and understanding that are generalisable to many policy areas, problems and areas of study. This
method does not, however, help to solve the problem immediately. In the case of applied research,
the practitioners use this research to accomplish hisher tasks as it tries to solve specific policy
problems or help practitioners to accomplish tasks. The major strengths of applied research are its
immediate practical use and also because it is frequently descriptive research. This applied research
can be used by any business, company, government, social service agency, health-organisation or
educational institution to solve their problems. For this purpose, they may employ people to conduct
this method of research to achieve their objectives. This research will provide the results to the
practitioners to find a solution to their problem immediately or on the short term. Applied research
includes action research, impact assessment and evaluation research (Neuman, 2000: 24).
According to the objectives of this research, the researcher has to establish the impact or the
influence of globalisation on the overall performance of automobile manufacturers in South Africa
in recent decades. The findings of the research can be used for practitioners and decision-makers of
automobile manufacturers in South Africa to solve their problems immediately. Therefore, the
applied research design was used to complete the research, which was very suitable to measure the
influence of globalisation on the performance of automobile manufacturers in South Africa.

6.3.3 The dimension of the research
Social research may be categorised into three groups, namely exploratory, descriptive and

explanatory research. When the topic or issue is a new one, the researcher has to start from the
beginning. This type of research is called exploratory research. The exploratory research may be the
first phase in a sequence of studies. This type of research is creative, open-minded and flexible and
explores all sources of information. Creative thinking is the important characteristic of this type of
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research. The exploratory researcher frequently uses qualitative data to accomplish hisher research
objectives (Neuman, 2000: 22). Descriptive research provides accurate quantitative information on
certain characteristics of a population (Herbert, 1990:19). In the descriptive method the researcher
may have a developed idea about a social phenomenon but has to describe it. A picture of the
specific details of a situation, social setting or relationships will he disclosed clearly by this method.
In this method, the researcher will start with a well-defined subject and conduct research to describe
it accurately. It tries to explore new issue or explain why specific things happen. Surveys, field
research, content analysis and historically comparative research can be used as techniques to gather
the necessary research data. Explanatory research is undertaken when the researcher already knows
the issue and has to describe it. Theresearcher has to explain and describe why something happens
and actually undertakes to identify the reason why something occurs. This research is built on the
exploratory and descriptive research methods (Neuman, 2000: 22; Rosnow & Rosenthal, 1996:15).
The descriptive and explanatory research methods were used to complete this study because this
research sought, according to the title, to describe and express a picture of the influence of
globalisation on automobile manufacturers in South Africa. The research was started with a welldeveloped subject therefore. It explains the social setting and relationships of globalisation in social
development. The research attempts to explain the influence of globalisation and identify why it is
happening and also provides the actual factors that affect the performance of automobile
manufacturers in the context of globalisation.

6.3.4 The time dimension
The treatment of time is another dimension of social research. Different research questions or issues
incorporate time in different ways. Quantitative research is divided into the following groups,
namely cross-sectional research, case study research and longitudinal research. In the crosssectional method, the researcher observes at one point in time (Cooper & Schindler, 1998:132).
Cross-sectional research is usually the simplest and least expensive alternative. This method can be
exploratory, descriptive or explanatory, although it is most consistent with a descriptive approach to
research. Case study research is a more distinct study method of a few observations in a limited
period of time. The longitudinal method is used to examine features of people or other units at more
than one time and at multiple time points. Descriptive and explanatory research are used in the
longitudinal approach. This approach consists of time series, panel study and cohort analysis.
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Time series: The researcher collects data on a group of people or other units across multiple
time periods. This enables him to observe stability or changes in the features of the units over
time.

The panel study: It is a powerful type of longitudinal research. The researcher observes exactly
the same people or group of people or organisation across a time period. It is more difficult to
conduct than the time series approach.

A cohort analysis: This method is almost similar to that of the panel study. However, the
researcher does not observe the same people, because a different group of people may share a
similar life experience in a specified time period (Neuman, 2000:32;Cumin & Slater, 2002:57).
The longitudinal time dimension was used to complete this study. The time series approach was
used as a method to study the performance trends of automobile manufacturers for the past and
current period of time through the literature review. This was tested by the structured questionnaire
method.

6.3.5 Data collection techniques
According to Steyn (1999: 6), data can be categorised into two types, namely qualitative dr~taand

quantitative data. When the characteristics or variables that are studied are non-numeric, it is
called qualitative data, for example, information on the colour of the person's eyes and attitude of a
person with regard to his work. When the variable studied can be reported numerically, the variable
is called quantitative data, for example, information on the age of people, the price of motor cars,
fuel consumption and model year of a car. Neuman (2000: 33) expresses the view that qualitative
data can be collected in the form of words or pictures and not merely in numerical form, while
quantitative data can be collected in the form of numbers or numerical scales. The qualitative data

technique includes field research and historically comparative research. In field research most
researchers conduct case studies on a small group of people for some length of time. The researcher
will start his research with a loosely formulated idea or topic in order to select a social group or site
for the study. Historically comparative research examines aspects of social life in a past historical
era or across different cultures. The quantitative data technique consists of experiments, survey

content analysis and existing statistics. Experimental research uses the logic and principles found
in natural science research. Experiments can be conducted in a laboratory or in real life. Descriptive
or explanatory researchers frequently use this survey method. The researcher will use a written
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questionnaire to formulate a number of questions to people in a short period of time. Content
analysis is another technique for examining information or content. Content means written or
symbolic material such as pictures, movies, song lyrics, books, newspapers or films. The content
analysis method is used for exploratory and explanatory research but is most often used in
descriptive research. With the existing statistics method the researcher locates sources of previously
collected information and then organises or arranges that information in a manner to represent the
research question (Neuman, 2002:35). De Vaus (1990: 3) and Huysamen (1994:139-151) argue that
any one of the following three techniques can be applied to gather primary data.

Observation: This can be made by human subjects, audio / visual recording, writing down or
through non-human items such as equipment.

Interview: This can be either structured 1formal or unstructured I informal and can be carried
out either as a face to face, telephonic, intercepted or group version.

Written questionnaires: These could he structured or unstructured and administered on a oneto-one, group, semi-supervised basis or as a mail questionnaire.
In this study, the quantitative data collection technique was used to collect primary data from the
targeted study population. A mail survey was conducted through a structured questionnaire. The
structured questionnaire is the best instrument to measure the attitude of the respondents according
to a numerical scale in a given statement according to the quantitative data collection technique. In
addition to this, a large numbers of books, journals, newspapers, previous research reports,
government publications, annual reports of the relevant government departments, the National
Association of Automobile Manufacturers in South Africa (NAAMSA) and other related institutions
of automobile manufacturers and various existing statistics were reviewed in the literature study in
order to achieve the objective.

6.3.6 Identification of the population and sample
The research problems usually depend on the population. A researcher cannot involve all members
of the population due to the large size of the population, because it is not practically and
economically feasible. The research project has to rely on the data that will be obtained from a
sample of the population. In research, population validity is important. The sample should be
representative of the entire population to ensure validity (Huysamen, 1994:28). Selecting some of
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the elements in the population is the basic concept that enables the researcher to make conclusions
about the entire population. The researcher must consider the accuracy and precision of the facts in
order to ensure the validity of sampling (Cooper & Schindler, 1998:15&215).

Probability and non-probability sampling methods are used for the research. Random samples,
stratified samples, systematic samples and cluster samples fall under the probability sampling
method. The non-probability sampling method consists of accidental samples, purposive samples,
quota samples and snowball samples (Huysamen, 1994:47). The researcher should design the
sampling frame properly when deciding on the sample. An effective sample may be built from a
well-developed sampling frame (Huysamen, 1994:38). The sampling frame is always connected to
the population. The sampling frame is a list of elements from which the sample is actually drawn
(Cooper & Schindler, 1998:221; Curwin & Slater, 2002:47). With regard to the size of the sample,
the sample should have some proportional relationship to the size of the total population from which
it is drawn. At least 10% or more of the population must be included in the sample (Cooper &
Schindler, 1998:222). There is a relationship between sample size and accuracy. Increasing the size
of the sample will increase the accuracy, although accuracy does not increase the level of the size of
the sample. Therefore, the absolute size of the sample is important. Normally, the ideal size of the
sample is a sizable proportion of the population, that is 10% (De Vaus, 1990: 71). Neuman (2000:
217) argues that the size of the sample depends on the kind of data analysis and research plans. A
large sample size alone does not guarantee a representative sample.
According to this study, all automobile manufacturers (there are 7 automobile manufacturers in the
country) are the sampling frame. All automobile manufacturers were included in the study. In order
to ensure the reliability of the data, the managing director and marketing director of each company
were included in the study population in consultation with the supervisor of the study.

6.3.7 Development of the questionnaire
The questionnaire is one of the important devices generally used to record raw data (Cooper &
Schindler, 1998:77). In order to obtain accurate information from the respondents, the researcher
should consider the education level and language proficiency of the respondents. The questions in
the questionnaire should be formulated in terms of words and concepts that are familiar to the
respondents. Technical terms should be avoided in the questionnaire. Simple and familiar terms
265

were used to formulate the questionnaire in order to avoid ambiguity to obtain accurate responses
from the respondents in this study. This consideration is essential when conducting a survey through
the post where the respondents are left to their own devices to complete the questionnaire
(Huysamen, 1994:130). Neuman (2000:251) indicates that the researcher must keep in mind the
important two key principles when constructing a good questionnaire. He has to avoid confusion and
keep the respondents' perspectives in mind. Good survey questions in the questionnaire provide the
researcher with valid and reliable measures. The following must be avoided when incorporating
survey questions in the questionnaire, namely:

Jargon, slang and abbreviations;
ambiguity, confusion and vagueness;
emotional language and prestige bias;
double-barrelled questions;
leading questions;
asking questions that are beyond respondents' capabilities;
false premises;
asking about future intentions;
the double negative; and
overlapping or unbalanced response categories.
Huysamen (1994:131) argues that in order to avoid ambiguity, the researcher should not consider
questions in the questionnaire such as the longer a question, which takes more time to read and
understand. According to Cooper and Schindler (1998:332), it is impossible to say which type of
wording of a question in a questionnaire is best, but confusion and measurement errors must be
avoided when formulating a good questionnaire. The above-mentioned recommendations were
applied when designing the questionnaire in order to avoid confusion and ambiguity to obtain
accurate data from the targeted respondents.
6.3.7.1 Objective of the questionnaire
Each investigative question must be formulated from the basis of the general research question and
objective of the research. Each measurement question in the questionnaire should be incorporated
carefully to obtain the specific data that reflects the objective of the study. In a survey, measurement
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questions are the final questions incorporated into the questionnaire (Cooper & Schindler, 1998:66).

There must be correlation between the questionnaire and the research objective. The questionnaire
should bring sufficient and ideal data to achieve the objective of the research study. According to
this study, the questionnaire was designed to assess the ability and capability of automobile
manufacturers in South Africa in order to react to local and global competitors in the global
marketplace in terms of production, service, marketing performance in the context of trade
liberalisation under the rapid globalisation. The major objective of this study was to establish the
influence of globalisation on the marketing, production and other performance of automobile
manufacturers in South Africa. Each questionnaire was carefully considered and incorporated in the
questionnaire to obtain relevant data to achieve the objectives of the research.

6.3.8 The structure of the questionnaire
A number of techniques can be used to collect data. The most widely used technique is the
questionnaire. When designing a questionnaire, the researcher must keep in mind aspects such as the
selection of the area about which to question, the construction of the actual questions, the evaluation
of the questions and the layout of a good questionnaire. In a mail survey questionnaire, without any
influence by the researchers, respondents have sufficient time and opportunity to think about and
consult the problem to answer each question in the questionnaire. Mail questionnaires are likely to
be best, while face-to-face interviews encounter more problems (De Vaus, 1990:90-104). Openended questionnaires are not really suitable for the mail survey (De Vaus, 1990:90). A structured
questionnaire (close-ended) was used for this mail survey to obtain accurate data to measure the
attitude of the respondents numerically with regard to a particular given statement.
6.3.8.1 Subsections of questionnaire

A questionnaire can be divided into subsections according to the objective of the study and provide
a very brief introduction to each subsection (De Vaus, 1990:90). The sequence of sections and
questions are maintained in the questionnaire to enable the respondents to understand the
questionnaire and feel comfortable to answer each question. The following ten sections were
included in the structured questionnaire:

0

Local and global competitor analysis: This section consists of 11 questions to evaluate the
capacity and capability of automobile manufacturers in South Africa with regard to the extent
that they undertake an analysis of competitors confronting with them in the marketplace in the
context of the trade-liberalised situation.

0

Customer analysis: Thirteen (13) questions were incorporated in this section of the
questionnaire to assess to what extent automobile manufacturers have the ability to satisfy the
sophisticated customers in the global marketplace better than their local and global competitors
are doing.

Stakeholder analysis: Seven (7) questions were included in this section to assess the skills of
automobile manufacturers with regard to maintaining good relations with their stakeholders that
have a strong influence, support and threaten the performance of these companies. The support
and power of stakeholders are essential to react to the large competitors in the globalised
marketplace.

Environmental analysis: Nine (9) questions were incorporated in this section to assess the
impact of the rapidly changing environment on the performance of automobile manufacturers in
South Africa in the context of globalisation.

Internal analysis: Thirteen (13) questions were included in this section to assess the internal
structure, capacity of resources and management soundness of automobile manufacturers that
have to compete with global competitors. This section will bring data from the respondents to
the researcher to assess the ability and strength of South African automobile manufacturers to
react to or overcome the challenges brought by global competitors.

Production method: This section includes 18 questions to assess the nature, innovation, quality
and new methods of production of automobile manufacturers to compete at the level of global
competitors. The method of production is essential to any automobile manufacturer to compete
in the trade-liberalised marketplace with giant and technologically advanced global competitors.
This section will give insight to the researcher to assess whether South African automobile
manufacturers have sufficient ability to overcome the new challenges and threats brought by
these global competitors.

Trade liberalisation issues: Nine (9) questions were included in this section to evaluate the
impact of trade liberalisation policy, through the process of globalisation, on the overall
performance of automobile manufacturers in South Africa. Inferences can be made from these
questions.

The global marketing trends and its influence: This section contains 11 questions to assess
the impact and influence of current global marketing trends on the performance of automobile
manufacturers in South Africa.

Government policy on automobile manufacturers: Six (6) questions were incorporated in this
section in order to assess the effects of government policies on the past and present operation of
automobile manufacturers in South Africa.

Marketing strategy: Only four (4) questions were included in this section to measure the
attitude of the respondents regarding to what extent they pay consideration to marketing
strategies in order to promote their marketing performance according to the competitive market
situation.
Each question for each section was incorporated from various parts of the literature (Chapter 2 - 5).
Only important concepts and themes were considered in selecting each question from various parts
of the chapters according to the research area. Each question was then catergorised and located in
different section of the questionnaire.
6.3.8.2 Scale
The scale method is important in research to measure the attitude of the study population in order to
achieve the objectives of the research. There are several attitude scales available commercially. The
researcher has to choose or compile attitude scales himself to measure the attitude of the
respondents. There are different types of attitude scales, such as the summated or Likert scale,
Guttman scale, Thurstone scale and semantic differential scale, multiple rating list scale, staple scale
and graphic rating scale (Huysamen, 1994:124:126; Cooper & Schindler, 1998:189-190).
The Likert scale is widely used and is common in a research survey. This scale usually asks people
to indicate whether they agree or disagree with particular statements. This scale needs a minimum of
two categories, namely "agree" and "disagree". However, by using only two categories it creates a
crude measure. It is usually better to use four to eight categories. A researcher can combine
categories of scale to measure the attitude of the respondents, but should keep the number to eight or
nine at most. More than that is probably not meaningful and respondents will become confused.
Eventually, the choice of scale should be balanced ( e g "strongly agree", "agree" with "strongly
disagree", "disagree") (Neuman, 2000: 182). Modification of the wording of the response categories
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(e.g. "approve") may also be used in the Likert scale (Babbie, 1992:184). The researcher may use a
forced-choice scale system that pushes respondents to choose an equally favourable or unfavourable
response (Rosnow & Rosenthal, 1996: 99).
The Likert scale was applied to design the structured questionnaire for this study to measure the
attitude of the respondents. A four-point measurement scale was used in the questionnaire to gather
the relevant data. It was decided to use this scale in order to force respondents to answer with a
positive or negative response. According to this study, large numbers of scale point will make it
difficult for the researcher to come to a conclusion or inference with regard to the influence of
globalisation on the performance of automobile manufacturers. Each question has four responses,
namely "strongly disagree", "disagree", "agree" and "strongly agree". A numerical number is given
to each of the responses, namely:
Strongly disagree = 1;
Disagree = 2;
Agree = 3; and
Strongly agree = 4

If the response "disagree" is selected, the numerical number '2' is used for the statistical data
analysis to measure the value of the attitude of the respondent in the particular statement.
6.3.8.3 Length of survey or questionnaire
Neuman (2000:265) says there is no absolutely proper length, but that it depends on the survey's
format and on the respondents' characteristics. A short (3-4 pages) questionnaire is appropriate for
the general population. The researcher could use a longer questionnaire for highly educated
respondents and a salient topic with 15 pages. Some researchers have had success with
questionnaires as long as 10 page (about 100 items). In this study, a four-page questionnaire was
designed with 101 important items incorporated, because the study population comprises highly
educated top-level executives in the automobile manufacturing industry.

6.3.9 Distribution and collection of the questionnaires
The questionnaires were posted to the respondents, requesting them to he completed and returned by
mail. Nowadays the completed questionnaires would be faxed back or e-mailed hack to the
researcher. The questionnaire type of survey provides the possibility of anonymity. This kind of
anonymity gives the respondents the opportunity to complete the questionnaire honestly, while the
possibility of bias is also eliminated when questionnaires are mailed to respondents (Huysamen,
1990:149).
The questionnaire was mailed to the target population. A covering letter was attached to the
questionnaire to explain the purpose of the questionnaire and to ensure the anonymity and
confidentiality of the data that was to be received from the respondent. Fourteen (14) questionnaires
were delivered to the managing directors and the marketing directors of each automobile
manufacturer in South Africa. Seven (7) automobile manufacturing companies are operating in the
country and a list of the names and addresses were obtained from the annual report of NAAMSA.
6.3.9.1 Follow-up and response rate
Follow-up and reminders are useful ways to increase response rates. Each successive follow-up
produces more returns and researchers could achieve a high total response rate. Preliminary
notification, particularly by telephone, is an effective way to increase response rates. However, the
method of follow-up is a better way than preliminary notification to increase the response rate. The
researcher could also use a mixed model to improve and increase the response rate (Cooper &
Schindler, 1998:308).
The covering letter attached to the questionnaire made an appeal for help in the survey, as the
researcher is a foreign student in the country. The researcher made continuous reminders and
humble requests to all the respondents through e-mails and by telephone to receive back all the
questionnaires, as the study population was so small. In order to ensure that the questionnaires
reached the respondents, electronic copies of the questionnaire were sent to some respondents where
the questionnaires were delayed in the post. This process was made after a telephone conversation
with each respondent or secretary of the respective respondent. This was not difficult, as the number
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of respondents was small. One week after the first mail-out, the first follow-up was done to all
respondents by telephone. After the first follow-up, the second follow-up was made to all the
respondents through e-mail in order to remind them and convey thanks for their willingness to return
the completed questionnaire. After the third week, many telephonic and e-mail follow-ups were
made to those respondents that had not yet responded. A record was maintained to identify the
respondents who returned the questionnaire and to send follow-ups to the respondents who had not
returned their questionnaires by the due date. However, the researcher had to wait some weeks
beyond the due date to receive back all the completed questionnaires.
With regard to response rate, a low response rate is one of the important features of the mail survey
where the response rate is frequently below 50% of the target population (Huysamen, 1994:150).
Neuman (2000: 267) considers a response rate below 50% as poor and over 90% as excellent. In this
survey, 13 questionnaires were received back from the respondents out of total of 14 questionnaires
distributed, which means a response rate of 92.86%. Thus, according to Neuman's statement, this
was an excellent response rate.
6.3.9.2 The validity and reliability of measurement
It is impossible to achieve perfect validity and reliability. However, all social researchers want their
measure to be reliable and valid. Both these aspects are important in establishing the truthfulness,
credibility or believability of findings (Neuman, 2000: 164). Validity and reliability assess each
question or group of questions rather than the questionnaire as a whole. In a questionnaire, a number
of variables may be included for measuring, some of which may be valid and reliable measures of
their respective properties, while others are not. However, it is important to make attempts that the
mailed-questionnaire method itself does not affect the validity and reliability of the questionnaire
(Baily, 1987: 170).

Validity: The term validity means "true" or "correct". Validity is more difficult to achieve than
reliability. It is impossible to have absolute confidence in validity. The reason is that we can never
achieve absolute validity because constructs are abstract ideas, whereas indicators refer to concrete
observations (Neuman, 2000: 167). The validity of a measure depends on how the researcher has
defined the concept it is designed to measure. A valid measure is one that measures what it is
intended to measure (Leedy & Ormrod, 1985: 103). There are three basic ways to assess validity,
272

namely criterion validity, content validity and construct validity (De Vaus, 1990: 55-56). Baily
(1987: 68) mentions the following methods of validity:

Face validity - this relates to whether the instrument measures what it is supposed to measure in
the questionnaire and is ultimately a matter of judgement.

Criterion validity- it is variously called pragmatic validity, concurrent validity, or predictive
validity. The term "concurrent validity" is used to explain a measure that is valid for measuring a
particular event at the present time, while "predictive validity" refers to the measure's ability to
predict future events.

Construct validity- this method consists of replacing one index by another.
According to Baily (1987: 266), validity represents two parts, that is measuring instruments that
actually measure the concept in a question, while the other relates to whether the concept is being
measured accurately. A researcher could have the first without the second, but not vice versa. The
mail questionnaire survey method is more valid than the interview method because respondents are
more assured of anonymity to respond to the given question.

Reliability: reliability means dependability or consistency. The same things are repeated in similar
conditions. In other words, the numerical results (in quantitative research) produced by an indicator
do not vary because of the characteristics of the measurement process (Neuman, 2000:164).
Reliability measurement means that a researcher must obtain the same results on repeated occasions.
The same group of people answers a question the same way on repeated occasions. The same
question may be asked to the same people at intervals, more than once, and the correlation coefficient between the answers on both occasions are then calculated. The researcher could assume
that the question is reliable when correlation is high. In some research it is possible to use the testretest method (De Vaus, 1990: 55). Baily (1987: 270) indicates that the reliability assessment is
much easier in a survey that uses a structured observational format.
Two methods may be used to assess the reliability in research, namely the alternate or parallel

method and the repeated application method. In the alternate or parallel methods the researcher
uses two questionnaires, each using different items but designed to measure the same concept for the
same group of people. In the test I retest (repeated) method the question is repeated to the same
group of people at intervals, two or more times (Baily, 1987:71). Neuman (2000: 165) expresses the
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view that there are three types of reliability, namely stability reliability (across time, test-retest
method), representative reliability (across sub-populations or groups of people), and equivalence

reliability (using multiple indicators to measure the attitude of the population). According to
Neuman (2000:166), the following methods can be used to increase the reliability of measures:

Clearly conceptualise the constructs;
use a precise level of measurements;
use multiple indicators; and
a pilot test.

Clearly conceptualised constructs are one of the methods used to increase the reliahility of the
survey, including developing unambiguous and clear theoretical definitions (Neuman, 2000: 166). In
this study, very careful conceptual constructs were made in the questionnaire under the supervision
of the promoter and co-promoter of the study in order to avoid ambiguity and confusion in the
survey. Each question was designed to precisely measure the intended concepts. The structured
questionnaire and mail survey was selected to increase the validity and reliability of the study.
Questionnaires were submitted personally to two executives in the automobile manufacturing sector
as a pilot study on a small scale to obtain suggestions and opinions regarding the wording and
understanding of each question in the questionnaire. These suggestions were then considered when
the final questionnaire was implemented. In addition to these, eye value (when the researcher
observes the response to each question) gave sufficient confidence as to the validity and reliahility
of the survey. This is because each question in the questionnaire brought the relevant data and
information that was supposed to measure the concept.

6.3.10 Analysis of the data and results of the empirical research
Data analysis is an important process in any research. The variables in the questionnaire have to he
refined both conceptually and empirically. The methods of data processing will differ depending on
the style of research - explanatory or descriptive. In order to implement the empirical research on the
influence of globalisation on automobile manufacturers in South Africa, the distributed structured
questionnaires were used to measure the attitudes of the respondents on a numerical basis. The
gathered data was analysed by means of the relevant computer package to come to a conclusion and
inferences.
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6.3.10.1 Processing of the data

According to the quantitative analysis method, collected data must be set out in a manner that allows
the researcher to look at it clearly and think about it. A relevant method may be used to display the
data. The statistical order of data enables the researcher to analyse the quantitative data obtained
from samples of observation and compare the variance of phenomena (Herbert, 1990: 69). The data
analysis should be sufficient to reveal its significance and the methods of analysis used should be
appropriate (Cooper & Schindler, 1998:16). Raw data will not be useful for management to make
the proper decision. The researcher must reduce the accumulated data to a manageable size by
applying statistical techniques. In the light of the research question and literature, the findings and
recommendation will enable managers to make decisions (Cooper & Schindler, 1998:78). The
process of data analysis brings order, structure and meaning to the mass of collected data. It is a
messy, ambiguous, time-consuming, creative and fascinating process (Erlandson et al., 1993:lll).
The Statistical Consultation Service of the Statistical Department of the Potchefstroom University
for Christian Higher Education did the processing of the data. The Statistical Analysis System @
(SAS) with computer software (SAS system for Window release 6.12 - 1996 version) was used to
analyse the data. The major emphasis of the data processing was on descriptive statistics.
According to Lind and Mason (1994:6), organising, presenting and analysing numerical data is
called descriptive data. The collected data may be arranged from the lowest to the highest scores on
their scales when tabulated together with the frequency of values. The location spread, shape of
distribution, application and formulas fall under the heading of descriptive statistics (Cooper &
Schindler, 1998: 427).

The following statistical procedures were performed in order to evaluate the respective question and
its statement in the questionnaire:

Frequency distribution method: The processed data is presented as a frequency distribution to
make the process of data analysis and interpretation more manageable and meaningful. The
calculation of mean value and standard deviation is an important aspect of the frequency
distribution method. This method is the easiest way to describe the numerical data to express the
measuring of the collected data This method enables the researcher to present the data in the
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form of histograms, bar charts, pie charts and tables. The researcher can group the information
into categories for interval or ration-level data (Neuman, 2000.317; Lind & Mason, 1994:22).
According to Bemson and Levine (1989: 92), a frequency distribution is a summary table in
which the data is arranged into conveniently established numerical ordered classes, groupings or
categories. The common measures of location, which are often called central tendency, include
the mean, median and mode. In a normal symmetric, the mean, median and mode are in the
same location (Cooper & Schindler, 1998:428).
0

The arithmetic mean: For raw data, the arithmetic mean is the sum of all the values divided by
the total number of values. In order to calculate the mean, the numbers are added together to find
the total and the total will then be divided by the number of values included (Cumin & Slater,
2002: 104). It is most commonly used for the averaging or measuring of the central tendency for
questions or statements in a questionnaire.

The median: The median is the value in the middle when numbers have been listed in either
ascending or descending order (Cumin & Slater, 2002: 105). The center point for such problems
can be better described by using a measure of central tendency called the median. To determine
the median, the data is arranged from low to high and find the value of the middle observation
(Lind & Mason, 1994: 66).
0

The minimum and maximum value: The minimum and maximum value is given in the table
for each section of the questionnaire, indicating the extreme cut-off point of the distribution.
Each question has a minimum and maximum cut-off point of the response.

The standard deviation: The standard deviation is directly related to the mean and is the most
widely used measure of dispersion. The standard deviation measure differs from the mean in that
it has a larger value variation (Curwin & Slater, 2002: 124). The standard deviation is simply the
square root of the value. The variance of a set of scores tell us the deviation from the mean of the
score (Rosnow & Rosenthal, 1996:224). It will be calculated as a measurement of dispersion to
determine the representativeness and reliability of the mean. The plus or minus value of standard
deviation will be calculated from each mean for each question. For example:
Total respondents: 13
Mean = 1.38
Standard deviation = 0.50
Maximum value = 1.38 + 0.50 = 1.88
Minimum value = 1.38 - 0.50 = 0.88

Skewness: The mean, median and mode are equal in a symmetrical distribution. Symmetrical
distribution has the same shape on either side of the center axis. The mode, median and mean are
located at the center and are always equal. There is no skewness in a normal frequency
distribution, meaning the skewness is zero (Lind & Mason, 1994:102). As the distribution
becomes asymmetrical or skewed, the relationship among the three averages changes. There will
be positively skewed distribution and negatively skewed distribution. In a positively (right)
skewed distribution where one or more of the observations are extremely large, the mean is
influenced more by a few extremely high values than the median or mode is. The median is
generally the next largest average in a positively skewed frequency distribution, in other words,
the mean greater than the median or mode. The mode is the smallest of the three averages.
Conversely, in a negatively (left) skewed distribution, the mean is the lowest of the three
averages. The mean is influenced by a few extremely low observations. The median is greater
than the mean. The mode value is the largest of the three averages (Lind & Mason, 1994:80;
Berenson & Levine, 1989:113).

Kurtosis: Kurtosis indicates the measure of peakedness or flatness of a distribution when
presenting a set of data in the form of frequency distribution. The kurtosis expresses the
characteristics of the shape of the frequency distribution. It is related to the absolute size of the
gradient of the distribution curve in the vicinity of the mode (Steyn et al., 1999: 99 &147). High
peaks indicate that respondents strongly disagree I agree on a particular question and a great
majority of responses is concentrated in a certain area of the distribution curve. A flat means the
response is spread in the distribution curve.
6.3.10.2 Presentation of data
The presentation of data is essential in producing the right results in the research. It is a means of
communication. The presentation of data through suitable diagrams or tables should give an insight
into the business or organisation. This data will be presented in numerical form to give a brief
overview of the information. The user can obtain information quickly from a well-constructed
diagram or table. The choice of diagram and tables depends on the type of data to be presented.
Percentage is better to present data and its results. There is a wide range of alternative means for
representation in use, such as bar chart, pie charts, pictograms, histograms, tables and miscellaneous
others to represent discrete data (Curwin & Slater, 2002:75-84). Three kinds of charts may be used
to portray a frequency distribution, namely histograms, frequency polygons and cumulative
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frequency polygons. Other charts and graphs that can be used to present data are simple line charts,
simple bar charts, pie bar charts and tables (Lind & Mason, 1994: 35-48).

A histogram or a frequency polygon can be used to represent the data on the basis of frequency
distribution. This method enables the reader to understand the data set quickly (Steyn et al., 1999:
62). Categorical data and its value can be graphically represented in the form of bar charts according
to the frequency distribution method (Steyn et al., 1999: 71). Tables were used to present the results
of the empirical study in this chapter. One table is given for each section of the questionnaire to see
the overall picture of the results of that section and understand them clearly.
The response percentage is given for each question in the same table. The statistical results are also
given for each section in a separate accompanying table. The findings and results of each question
were discussed briefly with its literature background under each table in each section. The final
conclusions will be discussed in the succeeding chapter.

6.4 DISCUSSION OF THE RESULTS
The results of the empirical study are reported in the form of tables in this section. Each table brings
questions that are incorporated into each section of the questionnaire with its response in percentage
in the same tables. A brief discussion is given for each question in each section to explain the nature
of each response to each question. The statistical results will be discussed in terms of the following
ten themes and concepts from the questionnaire:

Local and global competitor analysis
Customer analysis
Stakeholder analysis
Environmental analysis
Internal analysis
Production method
Trade liberalisation issues
Global marketing trends and their influence
Government policy on automobile manufacturers
Marketing strategy
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6.4.1

The competitor analysis

The purpose of this section was to ascertain the capacity and ability of automobile manufacturers by
analysing local and global competitors in the competitive marketplace. In the context of the
globalised marketplace, assessing the opportunities and threats, weaknesses and strengths of
competitors is essential to formulate different and effective strategies to react to and overcome the
challenges brought by local and global competitors. Each automobile manufacturer has to undertake
an analysis of not only global competitors, but also local competitors. The reason is that local
competitors have different links with their parent global companies and some of them adopt
different strategies to react to global competitors.
6.4.1.1 Local competitor analysis
First of all, it was essential to know whether the respondents were undertaking an analysis of local
competitors. This is the first step to ascertain the capacity and ability of the respondents before
moving on to other questions in this section. For this purpose, a general question (Question 1)was
asked to the respondents, namely: "Do your company undertake an analysis of local competitors?"
They were requested to tick the appropriate block giving a YES or NO answer. All 13 respondents
answered this question with a "Yes". This is a 100% positive answer to the question. It is to be noted
that no respondents indicated a "No".
6.4.1.2 Global competitor analysis
As mentioned in the above section, with the same purpose, another general question (Question 1.1)
was asked to the respondents to ascertain whether they have a system in place to undertake an
analysis of global competitors. YES or NO could be answered here in the appropriate block and they
were requested to tick the appropriate one. All 13 respondents stated "Yes". This is also a 100%
positive answer to the question, meaning all respondents are undertaking an analysis of global
competitors.

6.4.1.3 Statements regarding the competitor analysis
In total, 11 questions were incorporated in this section (Question 1.2) to assess the capacity and
ability of the automobile manufacturers with regard to a competitor analysis. The results of the
empirical study are given in the following two tables. Each question and its results are expressed in
the tables. Table 6.1 represents the response to each question as a percentage, while Table 6.2
highlights the detailed statistical results of this section.

Table 6.1: Statements regarding the competitor analysis
1 = Strongly disagree; 2 =Disagree; 3 =Agree; 4 = Strongly agree
Statements
The intelligence system of our company is not sufficient to accurately
identify
co&petitors in the domestic market.
The intelligence system of our comvany is not sufficient to accurately
identify l&al competitors in the domes& market.
We do not analyse competitors' past and current marketing strategy.
We do not examine the market share and market coverage of local
competitors.
We do not examine the market share and market coverage of global
competitors.
It is difficult to measure the objectives and profitability of foreign
competitors.
We do not analyse technology, staff and product development of global
competitors.
We do not make efforts to identify new foreign competitors in the global
market.
We are unable to accurately identify the opportunities and threats of
foreign competitors.
We are unable to accurately identify the opportunities and threats of
local competitorc.
We do not analyw local and foreign competitors' strengths and
weaknesses separately.

Table 6.2: Statistical results regarding the competitor analysis

A brief discussion of each question that was incorporated in the above section is important. The

most important information gained from the literatures was given, from which important themes and
concepts were selected to choose tIfe questions in this section. The findings and results of the
empirical study from the above two tables are given briefly below.

The intelligence system to analyse global competitors: As discussed in section 5.3.2.2, each
company should have a well-established information system to identify global competitors in the
domestic marketplace. Management must pay sufficient attention to have and establish a
successful intelligence system to identify its competitors. The majority of the respondents (61.54

+ 38.46) indicated that they have an adequate intelligence system in place to identify global
competitors in the domestic market.

An intelligence system to identify local competitors: As identified in section 3.4.1.1.6, each
company must have an adequate intelligence system to identify local competitors in the domestic
marketplace to gather information about its competitors. Most of the respondents (69.23%

+

30.77%) have an adequate intelligence system to identify local competitors in the domestic
market.

Competitors' past and current marketing strategy: According to section 3.4.1.1.5, the
management of automobile manufacturers must analyse the past and current marketing strategies
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of their competitors in the marketplace. This analysis is essential to ascertain the strengths and
weaknesses of competitors. It will help management to know how their competitors react to
opportunities and threats and what kind of strategies they apply to achieve their objectives. The
empirical results indicate that all (100%) automobile manufacturers analyse the past and current
marketing strategies of their competitors.

Market share and market coverage of local competitors: As emphasised in sections 3.4.1.1
and 3.4.1.1.2, management must examine the market share and market coverage of their
competitors in the marketplace in order to identify important and key competitors. The market
share and coverage of competitors depend on the product quality, features and mix, customer
service, pricing policy, distribution, sales force strategy, advertising and sales promotion,
research and development (R & D), manufacturing methods, and finance capacity. It is clear
from the empirical results that all (100%) automobile manufacturers examine the market share
and coverage of competitors in the local market.

Market share and market coverage of global competitors: As identified in section 5.3.2, new
challenges such as modem technology, communication and production methods are brought by
global competitors. Management has to examine the market share and market coverage of global
competitors to identify the competitive advantages and opportunities among a number of global
competitors. The empirical findings indicate that the majority (46.15% + 23.08%) of automobile
manufacturers examine the market share and market coverage of global competitors in order to
ascertain opportunities and competitive advantages in the globalised marketplace.

Objective and profitability of foreign competitors: As stated in section 5.3.2, global
competitors are developing different types of strategies according to their strengths and
experience in the global market to achieve their objectives and to increase profits. Automobile
manufacturers must have sufficient talent to measure the objectives and profitability of global
competitors to enable them to formulate immediate alternative strategies to increase their
profitability. The majority of the respondents (53.84%) indicated that it is difficult to measure
the objectives and profits of foreign competitors. Some 46.15% of the respondents indicated that
it is not difficult to measure the objectives and profits of foreign competitors.

Technology, human and product development of global competitors: Sections 5.5.1 and
5.5.1.1 focus on what product and service to sell in the globalised market. A company should
provide suitable products to satisfy the needs and wants of customers in the global marketplace.
For this purpose, different global companies provide different new products in different ways by
using new technology, workers and computer-aided designs. Automobile manufacturers must
analyse the technology, human resources and product innovation of global competitors in order
to provide better products than the global competitors do. The majority of the respondents
(61.54%) analyse the technology, staff and new products of global competitors to react to these
competitors.

The new foreign competitors: As indicated in section 5.3.2, new-entrant global competitors to
the local market under liberalisation bring new threats to local companies. Marketing managers
are faced with different types of competitors in the globalised marketplace. They have to identify
these new competitors and their threats in order to formulate a suitable strategy to react to the
new competitors. Most of the respondents (53.85%

+ 15.38%) make efforts to identify new

entrants to the marketplace to design their strategies in order to react to these new competitors.

Opportunities and threats of foreign competitors: As indicated in sections 5.3 and 5.3.2,
management must identify the opportunities, threats, strengths and weaknesses of foreign
competitors in the globalised marketplace. It is essential to formulate marketing strategies in
order to react to and overcome the challenges in the domestic and global market. The majority of
the respondents (30.77% + 61.54%) are able to accurately identify the opportunities and threats
of foreign competitors.

Opportunities and threats of local competitors: As described in section 3.3.1, in the process
of strategic marketing, management must identify the opportunities of and minimise the treats to
the company. In order to achieve this target, managers have to identify the opportunities and
threats of local competitors to enable them to formulate suitable strategies to achieve their
objectives in the liberalised marketplace. The results clearly show that the majority of the
respondents (46.15% + 46.15% = 92.30%) indicated that they are able to accurately identify the
opportunities and threats of local competitors.

An analysis of local and foreign competitors' strengths and weaknesses separately: There is
stiff competition between global companies versus global companies and local companies versus
global companies. Each company has different marketing strategies according to their strengths
and weaknesses (refer to section 5.3.2.1). The majority of the respondents (84.62%) stated that
they have systems in place to analyse local and foreign competitors' strengths and weaknesses
separately in the marketplace.

6.4.2 Customer analysis
The purpose of this section of the questionnaire is to ascertain to what extent automobile
manufacturers have the ability and capability to analyse sophisticated customers in the global
marketplace to satisfy them better than their local and global competitors are doing. This analysis is
essential in order to attract customers and keep them for a long time without global competitors
eroding the market share in the context of a globalised market. This section examines not only the
ability of the respondents, but also what they are doing to attract customers from global competitors.
The analysing ability and capability of respondents will give an insight to the researcher to reach a
conclusion on whether automobile manufacturers will be influenced or not by the globalisation
process.
6.4.2.1 A general question
Before starting the questions to the respondents in this section of the questionnaire, a general
question was asked, namely: "Do your company undertake a customer analysis?" They were
requested to tick the appropriate block, giving a " Y E S or " N O answer. Twelve (12) respondents
(Frequency missing =1) responded with a "YES". This indicates that all of them undertake a
customer analysis, which is therefore a positive response.
6.4.2.2 Statements regarding customers analysis
Thirteen (13) questions were included in this section of the questionnaire to assess the ability of
automobile manufacturers in South Africa as well as how they satisfy customers better than global
competitors in the globally competitive marketplace do. Table 6.3 represents the results of the
response in percentage, while Table 6.4 gives the details of the statistical outcome.
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Table 6.3: Statements regarding the customer analysis
1=Strongly disagree; 2 =Disagree; 3 =Agree; 4 =Strongly agree

No
01

02
03

I
Statements
1 O w company
- . provides
-

1

1

2

1 3

1 4

I

I

7.69%

38.49% 53.85%

38.46% 46.15%

15.38%

1 Our staff has a strongly committed relationship with our customers.

1 38.46% 1 53.85% 1 0% 1 7.69%
1 0% 1 15.38% 1 61.54% 1 23.08%

I business.

I 0%

I models.
12
13

1

a higher level of warranty and service to its I
0%
customers than global competitors do.
We are more successful at maintaining long tern-oriented relationships
0%
with our customers than global competitors are.
We are more successful at satisfvina customers' needs and wants than

1 We focus on the product to satisfy customers in each segments
of o w 1
-

Table 6.4: Statistical results regarding customer analysis

I

1 0%

I

I

1 69.23% 1 30.77%

A brief discussion is given below to highlight the literature background that helped in the choice of
each question in this section with a brief result for each question.

Warranty and service to the customers: Section 5.5.1.4 expresses the idea that in today's
global marketplace warranty and service is an important tool to increase sales. Many new
products with different warranty and service schemes are constantly being introduced by many
global companies. With regard to automobile manufacturers, customer service is an essential
tool to win global competitors. Any service gap is an open door for competitors to capture the
market by entering the liberalised market. The empirical study delineated that most automobile
manufacturers (38.46%

+ 53.85%) have the ability to provide a higher level of

warranty and

services to their customers than global competitors in the global market are able to.

Long-term relationship with customers: It is reflected in section 3.4.2.2.3 that relationshipmarketing is imperative for a company to take the company closer to the customer. A long-term
relationship with the customer is important to compete with global and local competitors in
today's dynamic business environment. Most of the respondents (61.53%= 46.15%

+ 15.38%)

have long-term relationships with their customers.

Satisfaction of the customer: According to sections 3.2 and 5.5.1.3, customer satisfaction is
one of the major aspects in the competitive marketplace. Maintaining the satisfaction of
customers will help the company towards long-term growth in the competitive market. The
satisfaction of the customer depends on the product quality, durability, price and service. The
majority of the respondents (23.08%

+

30.77% = 53.85%) indicated that they are more

successful at satisfying customers' needs and wants than global competitors are. However, a
significant percentage of respondents (46.15%) are not successful at satisfying customers' needs
and wants compared with global competitors.

Added value to the customer: Section 3.4.1.3.5 expresses the view that management must
focus on product I model to add value for customers. Product differentiation and innovation are
major aspects that the company has to concentrate on to add value for customers in the
competitive market. According to the empirical study, most of the automobile manufacturers
(75.00%) focus more on product I model to add value for the customers than their global
competitors do.
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Affordable products to the customers: As emphasised in sections 4.5.1 and 3.4.1.3.3, most
transnational companies (TNCs) offer a large numbers of affordable products to customers to
control the production and global market. The company must offer affordable products to the
customers to increase their market share. These aspects are essential to attract customers from
competitors or prevent customers from turning to global competitors. The majority of the
automobile manufacturers in South Africa (84.62%) are able to offer affordable products to
customers in the global market.

Low-priced products to customers: Sections 4.7 and 2.7.2 reflect that the price of new vehicles
in South Africa is above the world market price. At the same time, other global companies bring
low-priced vehicles to the global market. Price is one of the most important factors that have a
significant influence on determining the size of the market for passenger vehicles. However, the
price for passenger vehicles has been increasing rapidly over the last years in South Africa. The
empirical study indicated clearly that most of the automobile manufacturers (66.67%) are unable
to offer low-priced vehicles to their customers compared with global competitors.

Customer focus: As stated in section 3.4.2.4, in the context of a globalised market, there is a
need to provide a better production quality to satisfy the customer. Research and development
can also be developed through the performance of all departments in a company. Therefore, not
only the marketing department but also all departments must work together with a customerfocus in mind to achieve the co-operative objective of the company. The majority (69.23%) of
the respondents responded positively to this question. They have sufficient customer focus in
mind.

Reliable and accurate sources of customer information: With reference to section 3.4.1.2,
marketing management must obtain reliable and accurate information about the customer in
order to provide suitable products to fulfil their expectation in the competitive marketplace. The
majority (53.65%

+ 38.46%) of the automobile manufacturers have reliable and accurate sources

of information on the customer.

Quality and durability of the product: Sections 3.4.2.4 and 5.5.1 express the view that product
quality is the most imperative parameter for a company to differentiate their products from the
products of competitors in the market. Quality and durability must be the core aspects of the
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product to satisfy customers in the global marketplace. The majority of respondents (84.62%)
responded positively to the question, meaning that they pay attention to offering quality and
durable products to their customers.

Customer-oriented mission statement: In section 3.4.2.7, the customers' needs, wants and
satisfaction must be included in the mission statement of the company. Management should
consider the customers' satisfaction as a central point or aspects of the business mission
statement to provide suitable products. The majority of the respondents (23.08%

+ 69.23% =

92.3 1%) have a customer-oriented mission statement in their company.

Customer satisfaction through improvement of products: As discussed in sections 3.4.1.3.2
and 3.4.1.3.4, many new competitors may enter the market with innovative and technologically
improved products in the trade liberalisation process. Competitors may invest heavily in their
innovated products and technology when there is a growth market. In the case of automobile
manufacturers, new sophisticated technology will be utilised as a key weapon to introduce
improved models in the global market. In this competitive position, automobile manufacturers
must study carefully whether their customers are satisfied with the improvement of their model
or not. A strong positive response was obtained, meaning that the majority of automobile
manufacturers (92.31%) responded that their customers are satisfied with the improvement of
their products.

S t a r s committed relationship with customers: As discussed in section 3.4.2.2.2, in order to
fulfil the expectations of the customer in the competitive market, all staff must be motivate
properly to create a close relation leading to increased customer satisfaction. For this purpose, all
staff that are engaged in different departments such as marketing procurement, technology
development, human resource management and production, must have a committed relationship
with customers to identify their needs and wants to satisfy them. The results of the empirical
study show that most of the respondents (61.54%

+ 23.08% = 84.62%) stated that

their staff

have a strong and committed relationship with their customers.

Focus on the product according to the segments: As discussed in section 3.4.1.2.4,
automobile manufacturers offer different cars according to the needs of each segment.
Automobile manufacturers must be able to satisfy the needs of consumers in each segment of the
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market and develop cars according to the segments because global competitors offer cars
according to the needs of each segment. A systematical study is essential to identify the needs
of each segment in order to focus on the product to satisfy the needs of each segment. From the
empirical study it appeared that all the respondents (100%) agree that they focus on the product
to satisfy their customers in each market segment.

6.4.3 Stakeholder analysis
A multi-dimensional view was used to examine the capability and strength of automobile

manufacturers to overcome the effects of the rapid process of globalisation in this era. Any shortage
of this ability will cause a company to lose their position in the globally competitive marketplace.
The major objective of this section in the questionnaire was to assess to what extent automobile
manufacturers concentrate on relationships and on receiving support from their stakeholders to
strengthen their ability and capability to react to global competitors with regard to decision-making
and implementing their strategies successfully.
6.4.3.1 Statements regarding the stakeholder analysis
In this section, seven (7) questions were included to examine the ability of automobile

manufacturers to have relationships with their stakeholders to receive sufficient support from them
in order to formulate effective strategic marketing planning and implement it successfully in the
globalised marketplace. The two tables below portray the results of the respondents in percentage as
well as the statistical results of this section (see tables 6.5 and 6.6).

Table 6.5: Statements regarding the stakeholder analysis
1 = Strongly disagree; 2 =Disagree; 3 =Agree; 4 = Strongly agree

-. .
I stakeholders*relationships to react to foreign competitors.
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1 16.67% (

1

16.67% 58.33%

1

8.33%

1

Table 6.6: Statistical results regarding the stakeholder analysis

The section of literature where the questions were selected from and brief results of each question in
this section are given below.

Identification of stakeholders: As mentioned in section 3.4.2.1.1, identifying the stakeholders
is the first step of the stakeholder analysis. Stakeholders are a large number of groups that have
different types of interest in a company's activities. Various groups of stakeholders are
connected with the performance of the company. Some of them are internally rooted and others
are from external sources. All groups have certain kinds of influences on a company.
Automobile manufacturers have to identify their potential stakeholders to achieve their
objectives. The empirical study showed that the majority of the respondents (30.77%

+ 61.54%

= 92.31%) stated that they identify the stakeholders of their company.

Maintain and develop good relationships with stakeholders: Section 3.4.2.1.2 proposes that
management must keep closer and good relationships with not only their immediate stakeholders
such as shareholders, managers and shop-floor workers, but also with other external stakeholders
of the company. Different groups have different objectives and the company must maintain a
strong relationship with all groups to achieve the objective of the company. The statistical results
clearly indicate that the majority of automobile manufacturers (92.30%) maintain and develop
good relationships with their stakeholders.

Support of stakeholders to develop a marketing strategy: The company's management must
act properly to receive the support of various groups of stakeholders to formulate and implement
the company's marketing strategy. It is essential for the company to formulate a feasible and
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applicable marketing strategy in the competitive market. The validity of a strategic plan always
depends on the action and influence of the stakeholders of the company. Management must
analyse the interests of the various stakeholder groups so as to receive sufficient support from
them by satisfying them (refer to section 3.4.2.1.5). The outcome of the above question is that
the majority of respondents (53.85%

,-

+

23.08% = 76.93%) receive support from their

stakeholders to formulate their marketing strategy.

Enhancement of stakeholder value: As expressed in section 3.4.2.1.3 in the context of
globalisation, stakeholders have more opportunities to increase a higher value for their shares in
different investments with different companies. The company must make efforts to increase the
stakeholders' value by means of the efficient operation of the company. A balance must be
maintained by management to fulfil the interests of the various groups of stakeholders. There is
a great possibility that stakeholders might turn towards other giant global companies to increase
their value and fulfil their interests in the globally competitive marketplace. The empirical study
indicated that the majority of the respondents (38.46%

+ 46.15%) responded that

they make

efforts to increase stakeholder value.

A close contact and relation with key stakeholders: A company must identify key
stakeholders that have more rights, power and influence, which will affect the performance,
decision-making process and implementation of the company. Management has to have a closer
relationship and regular contact with key stakeholders to receive their support to strengthen the
performance of the company (refer to section 3.4.2.1.4). The majority (76.93%) of respondents
indicated that they maintain a close relationship and contact with their key stakeholders.

Integration of stakeholder analysis into marketing strategy: A company can obtain benefits
on a long-term basis when it includes the stakeholder analysis into the decision-making process.
The interest of each group of stakeholders must be considered to make the strategy a success.
The stakeholder analysis must be included to test the overall soundness of the strategy.
Management could increase their decision-making powers by adding the stakeholder analysis.
Management will be able to implement the strategy successfully when they include the
stakeholder analysis into the decision-making process through their support (refer to section
3.4.2.1.5). According to the empirical investigation, the majority (84.62%) of the respondents
integrates a stakeholder analysis into their decision-making process.
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Investment and financial stability through stakeholder relationship: As indicated in section
3.4.2.1.3, strong investment and financial stability by the company depends on the good
relationships with stakeholders. In other words, the investment and financial position of the
company can be built with good support from various groups of stakeholders. People willingly
invest in any company when they can obtain a better return on their investment without any risk.

In the context of the globalised market situation, a company must carefully deal with the
interests and relationships of stakeholders to maintain their financial position. A company's
financial position is essential in order to react to global competitors. The majority of the
respondents (58.33%

+ 8.33%) responded positively to the question. It means the majority of

automobile manufacturers strongly depend on investment and financial stability through the
stakeholder relationship.

6.4.4 Environmental analysis
The objective of this section in the questionnaire was to examine to what extent the marketing
environment affects the performance of automobile manufacturers in South Africa and what
capacity they have to analyse the impact of the environmental changes in the globalised
marketplace. The environmental analysis is essential in order to identify the opportunities and
threats to react to competitors according to the changes occurring in the marketplace. The
environmental analysis enables the organisation to formulate and implement its strategic marketing
planning in the competitive marketplace.
6.4.4.1 Statement regarding the environmental analysis
The fourth section of the questionnaire with it questions are given below. Table 6.7 represents the
statements of the questionnaire, while Table 6.8 expresses the statistical results of the fourth section
the questionnaire below.

Table 6.7: Statements regarding the environmental analysis
1 =Strongly disagree; 2 =Disagree; 3 =Agree; 4 = Strongly agree

Table 6.8: Statistical results regarding the environmental analysis

The findings of the empirical study to each question and the relative literature sources from which
the question was selected, are given briefly below.

The impact of demographic environmental changes: According to section 3.4.1.4.3, regular
marketing research and an intelligence system are indispensable to marketing management to
identify the rapid demographic changes occurring in the environment. The size and structure of
the population will decide the size of the market in any place for any product. The age, births,
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deaths, location and migration and urbanisation are important factors connected with changes of
population in any nation. The rapid globalisation process has a certain level of impact on the
urbanisation and labour force through privatisation in many countries, including South Africa.
The empirical study reported that the majority (69.23%) of automobile manufacturers is not
negatively affected by demographic changes. At the same time, 23.08% +7.69% of the
respondents agreed to the question, indicating that they were been negatively affected by the
demographic changes.

The impact of economic environmental changes: As discussed in sections 3.4.1.4.4 and
5.3.1.1, the economic environment influences not only market opportunities but also customers'
buying decisions in the marketplace. Economic changes in a country will affect the buying
power of customers. Economic growth, gross national income, per capita income and disposable
income of customers all have a significant impact on marketing activities. Competition structure
is another economic factor that has certain influences on the marketing function. Governmental
economic policies with regard to the global market tariff reduction via the trade liberalisation
policy and balance of payments all impact on economic development. The majority of the
respondents (38.46% +23.08% =61.54%) responded positively. This means the majority of
automobile manufacturers have experienced a negative impact on their business from the
economic environmental changes in the globally competitive marketplace.

The impact of technological environmental changes: As emphasised in section 3.4.1.4.6, in
this era, technological developments have a significant influence on any company in the context
of globalisation. Rapid technological changes affect existing products and market opportunities.
Technology brings new products and innovations, sophisticated services, reducing the cost of
production. New methods of distribution also affect day to day market activities. TNCs spend
large amounts of money to bring new products through R & D to the global market. From the
empirical investigation it appears that the majority (7.69%+ 69.23%) of automobile
manufacturers are not affected by new technological changes. Rapid changes in the
technological environment do not impact negatively on the business and strategy of automobile
manufacturers in South Africa.

The impact of political environmental changes: As identified in sections 3.4.1.4.5 and5.3.1.4,
the nature and structure of the government and its policies will affect the marketing activities of
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a company. The national government is the major role player and makes decisions regarding the
economy, import and export, fiscal policy, money supply and legislation according to its
national and international policy. These political environmental changes will have a significant
impact on marketing activities at the domestic and global level. The results from the empirical
study are that the majority of the respondents (53.85%) do not experience a negative impact
from the political environmental changes. At the same time, 46.15% of the total respondents
indicated that they experience a negative impact from the political environmental changes.

The impact of legal environmental changes: As discussed in sections 3.4.1.4.5 and 5.3.1.3, the
government and regulatory agencies of the country may set various laws and regulations
according to national policy in order to protect customers, control competition, for economic
development and to protect other groups in the country. The legal systems of the home country,
the law and order of the host country and international law will all impact on the performance of
a company. Changes of legal environment may bring new opportunities and threats for
companies in the global marketplace. The results of the answers to this question are that the
majority of automobile (53.85%) responded that legal environmental changes do not impact
negatively on their businesses. At the same time, 46.15% of the automobile manufacturers
agreed that they experienced a negative impact on their businesses.

The impact of social and cultural environmental changes: Sections 3.4.1.4.2 and 5.3.1.2
discuss the fact that it is difficult for marketing managers to forecast social and cultural changes
that indirectly or directly affect the marketing plan and activities of a company. Social and
cultural trends and changes affect the buying behaviour of the different groups of people. The
social and cultural formulation of different regions and countries differ. Managers must consider
the cultural aspects when introducing innovated products in a particular market, especially in the
globalised marketplace. The findings indicated that the majority (61.54%) of the respondents
does not experience a negative impact from social and cultural changes on their businesses,
while 38.46% experience a negative impact.

Scanning and monitoring current environments: According to the section 5.3, scanning and
monitoring the global marketing environment is not such an easy task as scanning the domestic
marketing environment. It comprises a difficult and complicated process of marketing
management in order to make suitable decision to achieve their objectives in the competitive
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marketplace. The majority of the respondents (76.92%) said that scanning and monitoring the
current marketing environment is a not difficult process in the global marketplace.

Skilled and experienced management: As expressed in section 3.4.1.4.1, sufficient
information must be collected about the marketing environment in order to identify the
opportunities and threats to formulate effective marketing strategies. For this purpose, each
company should have a skilled and experienced management team to scan and analyse the
environment. The majority of the respondents (84.62%) have skilled and experienced
management to scan and analyse the market environment in the globally competitive
marketplace.

Forecasting future trends of marketing: As mentioned in section 3.4.1.3.1, management has
to predict future changes and trends in the marketing environment to enable it to establish the
opportunities and threats that are connected with environmental fluctuations. Management has to
forecast future sales, because it cannot wait until these changes in the marketing environment
occur. The future forecast will enable management to develop effective marketing strategies for
the future to achieve the major objectives of the company. The results indicate that the majority
of the respondents (53.85%) said that forecasting future trends of market is not a difficult
process in the globalised marketplace. At the same time, 46.15% of the total respondents
indicated that it is difficult to forecast future trends in the market.

6.4.5 Internal analysis
The internal analysis is indispensable for any organisation to assess its strength and capability to
compare with those of their competitors. Management must engage in an internal analysis after
completing the competitor, customer, environmental and stakeholder analysis. The major purpose of
this section is to examine the internal strengths and resources of the automobile manufacturer that
have to compete with global competitors to meet the challenges in the global market.

6.4.5.1 Statement regarding the internal analysis

In this fifth section of the questionnaire, a total of 13 questions were incorporated to assess the
strengths and capacities of automobile manufacturers, as given in Table 6.9, with the statistical rsults
of this section given in Table 6.10.
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Table 6.9: Statements regarding the internal analysis
1 =Strongly disagree; 2 =Disagree; 3 = Agree; 4 = Strongly agree

as both multicultural and in

07
08

ur managemen
marketing environment.
Our management has the capability to assess international marketing
activities and globally competitive behaviour.
We have a well-developed organisational structure to compete with and

-- -

0%

15.38% 61.54%

23.08%

0%

0%

15.38%

11 I We have develo~edand we maintain education and training programmes I
1 to build efficiency of workers to offer the best products and services to 1 0%
our customers.
12 Our management has the capability to formulate new strategy in
0%
accordance with the global environment.
13
We assess the performance of the marketing department on a regular 0%

Table 6.10: Statistical results regarding the internal analysis

I

84.62%

I

I

I

1 15.38% 1 53.85% 1 30.77% 1
7.69%
69.23%
15.38% 46.15%

23.08%
38.46%

The literature sections with regard to each question in this section and the results of the empirical
results of each question are given briefly below.

Sufficient strength to react to local competitors: A performance examination will indicate the
strength of the organisation (refer to section 3.4.2.2). Collective culture, customer satisfaction,
customer relationship, employee capacity, proper resource allocation to each department,
successful brand, quality, innovation, sales volume, market share and financial strength are the
important aspects of the strength of the organisation. The strength of the organisation is essential
to react to competitors in the competitive market. The empirical results indicate that 92.31% of
the total respondents, meaning the majority of automobile manufacturers in South Africa, have
sufficient strength to react to local competitors.

Sufficient strength to react to global competitors: The strengths and weaknesses of the
company can be identified through the internal analysis. Corporate policy, corporate strategy, the
management system and operation (various departments) will be included as important factors in
the international analysis. This analysis will help a company to identify its strengths and
weaknesses to assess whether it has have sufficient strength to compete with global competitors
or not (refer to section 5.3.3). According to the empirical study, the majority of the respondents
(53.85%+23.08%) have sufficient strength to react to global competitors. However, 23.08% of
the respondents stated that they do not have sufficient strength to react to global competitors.

Resource allocation to all departments: As expressed in sections 3.6, 3.4.2.5 and 3.4.2.6, a
company must have sufficient capability to allocate its resources to each department not only to
introduce new products and innovations, but also to all existing products in its life cycle to
achieve the objective. Sufficient resource allocation is essential to achieve a company's major
objective in the global marketplace. The majority (76.92%) of the respondents stated that they
have sufficient resource allocation to all departments to achieve their objectives.

Managerial skills to react to competitors: According to section 2.5, skilful managerial staff is
one of the important aspects of a company that has to compete in the global market. In the
context of modem globalisation, each automobile manufacturer must have managerial staff to
formulate different strategies and maximise the utilisation of the available resources to face the
challenges in the competitive market. According to the Automotive Industry Development
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Centre (Pty.) Ltd., there is a lack of technical skills, lack of training for engineers and
inadequate improvement of management skills among automobile manufacturers in South
Africa. The empirical results indicate that the majority (84.62%) of the respondents indicated
that they have managerial skills in their company to defend and react to competitors in the
global marketplace.

Multicultural and internationally experienced management: It is reflected in section 5.4.4
that automobile manufacturers should have multicultural and internationally experienced
managers to formulate suitable marketing strategies to enter regional and international markets
to increase the sales and profits of the company. Management should possess experience in the
global marketing environment to identify new markets, suitable segments and latent demands for
their vehicles in the liberalised market conditions. From the empirical results it appears that the
majority of automobile manufacturers (84.62%) have multicultural and internationally
experienced management to increase their market share.

Management system to cope with the global marketing environment: As discussed in
section 3.5.4, an efficient management system is one of the important aspects in any company to
co-ordinate its activities to cope with the new global marketing environment in order to
overcome the issues in the global marketplace. The company should have a well-organised
management system to communicate among executives and reduce conflict between individuals.
The management system has to systematically think ahead for more effective allocation of its
corporate resources according to market opportunities as well as a system of continuous review
of operations in order to obtain benefits for the organisation over the long term. The empirical
results show that the majority of the respondents (61.54% + 23.08% = 84.62%) specified that
they have a good management system to cope with the new global marketing environment.

Capability to assess international marketing activities and competitive behaviours: As
discussed in section 4.7.2, South African companies were isolated from the rest of the world
during the period of sanctions, but that the country has now entered the globalisation process.
The urgent need has arisen to restructure their companies to cope with global competition.
Management must have sufficient capabilities to assess global marketing and competitive
behaviour. The results to the question express that all automobile manufacturers (100 %) have
sufficient capabilities to assess the international marketing activities and competitive behaviour.
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Organisational structure: As acknowledged in section 3.5.1 and 5.8, a well-developed
organisational structure is an essential aspect to formulate a strategy and implement this strategy
effectively and efficiently. Management must rethink the structure of the organisation to operate
and implement the strategy according to the environmental changes in the context of
globalisation. The results of the empirical study are that the majority (69.23%+23.08%) of
organisations have well-developed organisational structures to compete and implement their
marketing strategies.

Comparison of corporate strategy with competitors' global strategy: As emphasised in
section 5.3, management must compare its corporate strategy with its global competitors'
strategy in order to cope with the new environmental changes to meet the challenges brought by
the globalisation process. A comparison with competitors enables management to identify the
capabilities and strengths of their resources to meet the complicated challenges in the global
marketplace. Strategic competence is important to react to global competitors in the domestic
and global market. The majority of the respondents (76.92%) indicated that they compare their
corporate strategy with their global competitors' strategy.

Skilled labour: As indicated in sections 4.4.6, 2.5 and 2.4, automobile manufacturer must have
a skilled labour force in accordance with international standard to offer quality products at lower
prices. A skilled labour force is essential for new methods of production to increase quality and
reduce the cost of production. It is argued that developing countries do not have the skilled
labour force to compete with large TNCs. Successful and skilful human resources are imperative
for automobile manufacturer to have successful production in the globalised marketplace. As
noted from the empirical study, the majority of the respondents reacted positively to the
question, meaning that the majority (61.54%) of them have a skilled labour force in accordance
with international standards. The interesting thing is that another 38.46% of the respondents
indicated that they do not have a skilled labour force in accordance with international standards.

Education and training programme to build efficiency of workers: As identified in sections
2.5,4.7.2 and 2.4, well-developed education and training programmes are important to build the
efficiencies of the workers continuously in order for automobile manufacturers to compete in the
global market. Education, training and work are some of the important production aspects in

post-Fordism. There is a need to have a highly skilled workforce to implement a flexible and
innovative method of production. The empirical study indicated that the majority of the
respondents (84.62%) have well-developed education and training programmes in place.

Capability to formulate new strategies according to the global environment: The research
indicated in section 5.6 that in the context of rapid globalisation, organisations must have the
capability to adapt to and formulate new strategies to react to the global market. Management
has to create different types of marketing strategies according to the environmental changes.
Management must identify many options to face the stiff foreign companies in the domestic and
regional marketplace. Management has to think quickly to react to the competitive marketplace
before they lose their market share. Some 84.62% of the respondents indicated that they have the
necessary managerial capability to formulate new strategies according to the globalised market
environment and to cope with competitors.

Regular assessment of the marketing department: The performance assessment of the
marketing department (refer to sections 3.8 and 5.9) is important to evaluate the strengths and
weaknesses of a company compared with that of its competitors. It is an essential part of the
internal analysis and enables management to assess its position in the competitive marketplace.
The performance analysis method enables management to formulate and adapt to strategies in
order to react to global competitors in the domestic and global marketplace. A total of 84.61% of
respondents indicated that they assess the performance of the marketing department regularly.

6.4.6 Production method
A total of 18 questions were incorporated in this section to assess the nature, innovation, quality and
new methods of production of automobile manufacturers to compare the level of global competitors.
New technology plays a vital role in the production method, changing the market and competitive
conditions from day to day. The production method of automobile manufacturers is essential to
compete in the trade-liberalised marketplace with giant global companies that are entering the
domestic and regional market with their technologically advanced products. It enables the researcher
to obtain an insight into whether South African automobile manufacturers have sufficient abilities to
overcome the new challenges and threats brought by global competitors.

6.4.6.1 Statement regarding the production method

The statements of the sixth section in the questionnaire and its percentage of the responses are given
in Table 6.1 1, while the statistical results are given in Table 6.12 below.

Table 6.11: Statements regarding production method
1= Strongly disagree; 2 = Disagree; 3 = Agree; 4 = Strongly agree

11
12
13
14
15
16
17
18

system.
We have to improve automation in our production process to face
global challenges.
We apply the Focused Factory (FF) concept to add more value for our
customers.
We have to invest further to introduce computerised and advanced
manufacturing technology.
We have to make efforts to increase our production volume to reach
I economies of scale to compete in the globai marketplace.
1 We have to make efforts to reduce the cost of production to increase
our competitive advantages.
1 We are in need of enhancing teamwork in our production process.
1 Our performance and volume of production are not sufficient to attract
further investment.
We have good relationships with local component manufacturers.

I

I

15.38%

23.08%

61.54%

0%

0%

25.00%

62.50%

12.50%

0%

30.77%

69.23%

0%

I 0%
I
I 0%

1 7.69% 1 69.23% 1 23.08%
I
I
I
1 7.69% 1 46.15% 1 46.15%

I

I

1 7.69%

1

23.08%

1 61.54% 1 7.69%
I

I

7.69%

69.23%

23.08%

0%

7.695

46.15%

46.15%

0%

Table 6.12: Statistical results regarding production method

The literatural section of each question and the results and findings of the empirical study are given
below.

Flexible production method: This production method, as defined in sections 4.7.2 and 2.4, in
the modem electronic technological world, play an important role in production to reduce the
cost and improve the quality of production.According to the literature study, there is an
argument that South African automobile manufacturers have not yet adopted the practice of lean
production properly. They show a poor level of practising this method. The empirical study
indicates that the majority of respondents (76.92%) apply the flexible production method. At the
same time, another group of respondents (23.08%) indicated that they do not apply the flexible
method of production throughout their production process.

The just-in-time production and supply system: The just-in-time production and supply
system as discussed in sections 2.4 and 4.4.7.3 enable the organisation to reduce the cost of
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production to offer lower-priced products to the globally competitive market. A reduction in
production area, storage space and inventory are the major facet of this system. There is a
similar argument that South African automobile manufacturers are not implementing this
practice properly even though they have made a number of attempts to introduce the practice.
The empirical results show that the majority (76.93%) of automobile manufacturers apply the
just-in-time method in their production and supply system. Ironically, 23.07% of respondents
are not applying this method in their production and supply system.

Concentration on frequent model changes: Sections 2.7.9 and 4.4.7.3.1 discuss the fact that a
large number of new cars are coming to the South African domestic market through the tariff
reduction and trade liberalisation policies in the form of importation. Many South African
manufacturers and dealers are still importing new model cars from overseas. New car imports
have continuously increased over recent years, bringing different models of cars. This increased
import has affected domestically produced car sales. Advanced technology enables automobile
manufacturers to change their models frequently to differentiate their products to capture the
world market. Some 53.84% of the respondents indicated that they concentrate on frequent
model changes. At the same time, 46.15% of the respondents do not concentrate on frequent
model changing.

Innovation of product: As indicated in sections 4.6.1 and 2.4, various types of innovative and
differentiated products play a vital role in the global marketplace to capture and increase the
market share. Many giant companies are spending large amounts of money and investment to
innovate their products to meet the global demand in many developing countries. Product
innovation is the most important aspect in the context of globalisation. The findings show that
the majority of automobile manufacturers (76.92%) are able to create innovation in their
products at the level of their global competitors. Some of the respondents (23.08%) are unable
to create innovation in their products at the level of global competitors.

Research and development capacity: As indicated in section 2.4.4, many global companies
invest great amounts of money in research and development (R & D) to introduce new products
to the world. R & D is a significant aspect in the modem world for automobile manufacturers to
survive in the global market. Automobile manufacturers in South Africa have a number of
weaknesses with regard to technological capacity. The industry is spending less money on R &
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D, especially when compared with East Asian new entrants. According to the investigation
results, the majority of respondents (92.31%) have sufficient research and development to bring
new and innovated products to the market to attract customers from their competitors.

Light-weight material in products: As expressed in section 4.7.2, global automobile
manufacturers use not only sophisticated technology but even concentrate on the material being
used in their production. The nature of the material is essential in order to enable manufacturers
to reduce cost, increase fuel efficiency, quality and durability. Most manufacturers use lowweight material such as plastic, aluminum and stainless steel. The results shows that the majority
(91.66%) of automobile manufacturers do use light-weighted materials in their production.

High-quality local components: It is reflected in sections 2.6.1 and 2.7.8.1-that motor vehicle
components play an important role in the quality of the particular vehicle. Components have a
significant effect on automobile manufacturers with regard to the cost, quality and performance
of motor vehicles. Automobile manufacturers should use high-quality components in their motor
vehicles to ensure quality vehicles. It is argued that the quality of South African components is
not equal to that of other developed countries like Europe, Japan and the USA. Production in
South Africa is often classified as of a lower quality. The empirical results highlight that the
majority of respondents (84.62%) is able to obtain high-quality local components of an
international standard.

Impact of local components on the quality of production: As mentioned in section 2.6.1,
automobile manufacturers in South Africa are reluctant to use locally produced components due
to the low quality of those components. Previous (refer section 2.6.1) research highlights that
component manufacturers have to improve their quality of production. In today's liberalised
market, global component manufacturers have eroded the market share of component
manufacturers due to the quality of their products. Most of the respondents (75%) indicated that
the quality of local components impact negatively on the quality of production. Some 25% of the
respondents indicated, however, that the quality of components does not impact negatively on
their production.

Quality control system: From sections 2.7.9 and 4.5.5 it is evident that the quality of motor
vehicles is one the important aspects in the competitive marketplace. Most global companies
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allocate large amounts of money to their technology to bring high-quality products through their
well-developed quality control system to the market. They also pay more attention to increase
the quality of their products. However, in South Africa, product quality and customer service
have naturally suffered because managers do not pay sufficient attention to their quality control
system. In total, 100%of the respondents, i.e. all automohile manufacturers, responded that they
allocate sufficient time and energy to increase the quality of their products.

Total quality management system: Section 4.4.7.3.2 focused on why total quality management
is important to increase the quality of products. Toyota introduced the total quality management
(TQM) system in their lean production method to provide innovative products and services to
satisfy their customers. According to this system, all workers and managers in all departments
must be involved in implementing the principle and concept of TQM. This system enables
manufacturers to provide quality products but also product design, innovation, distribution and
service. The majority of the respondents (69.23%) indicated that all departments are involved in
the total quality management system of their company. At the same time, 30.76% of the
respondents indicated that all departments are not involved in TQM.

Improvement of automation in production: It is evident from sections 4.7 and 2.4 that with
regard to method, a high level of automation is one of the significant conditions to obtain high
productivity performance. A high level of automation is essential to increase the volume of
products and to reach economies of scale in production, leading to a reduction in the cost of
production. Previous researchers on the automobile sector clearly highlight that applying
automation is not sufficient for the production methods in the South African automobile
manufacturing sector. The empirical results indicated that the majority of the respondents
(61.54%) agreed that they have to improve their automation further in their production process
to face global challenges, i.e. that they do not have sufficient automation in their production
method.

Focused factory concept: As identified in section 4.4.7.3.1, manufacturing strategy and
implementation are imperative to reduce cost, improve quality and implement flexible
production in the automohile manufacturing process. A focused factory system involves
organising the factory to implement lean production. This system enables producers to
differentiate their product from that of their competitors, modification of product through
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flexibility, reduce manufacturing cost, create a time line, and increase quality of production.
The results show that 75% of the respondents stated that they apply the focused factory system
in production.

Investment in computerized and advanced technology: According to section 4.4.7.3.3,
computerised, advanced and robotic technology systems are applied by most automobile
manufacturers with huge amounts of investment in developed and some developing countries to
introduce new high-quality models to the global market. The majority of the respondents
(69.23%) indicated that they have to invest further to introduce computerised and advanced
manufacturing technology in their companies. They do not have sufficient investment to
introduce computerised and advanced technology in their companies.

Economies of scale in production: Section 2.4.3 discusses the fact that economies of scale play
an important role in the reduction of unit production cost in a manufacturing business.
Economies of scale will enable the company to utilise its resources maximally. It means a
maximum use of plant, equipment, labour and other resources, resulting in a reduction of unit
production cost and an increase in the efficiency of the company to provide lower-priced
products to customers compared with their global competitors. However, automobile
manufacturers in South Africa have not reached economies of scale in their production for
decades. From the empirical study, 92.31% of the total respondents indicated that they have to
make efforts to increase their production volume in order to reach economies of scale.

Cost of production: As discussed in sections 4.4.7.2, 3.4.1.3.5 and 2.4, the cost of production is
a significant factor in any production method. In today's competitive world, price is an
important weapon to compete with global competitors. Many automobile manufacturers are
using lean and JlT production methods in order to reduce the cost of production with an
improvement of quality. South African automobile manufacturers have failed to produce lowcost products to increase sales amongst global competitors. The empirical study results show
that 92.3% of the total respondents accepted that they have to make efforts to reduce the cost of
production to increase their competitive advantage.

Teamwork in production: Automobile manufacturers in various countries apply the lean
production method in order to produce the highest quality products at the lowest cost in time.
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Teamwork is essential in any manufacturing division to compete with global companies.
Teamwork helps the company to focus on product value that meets the needs of customers.
Most automobile manufacturers focus on teamwork in order to improve the quality and value of
their products (refer to sections 4.4.7.3 and 2.4). The results indicate that the majority (69.23%)
of automobile manufacturers are in need of increasing teamwork in their production methods.

Production volume and attraction of investments: As identified in sections 2.4.7 and 4.7.2,
heavy capital investment is the backbone of the automobile industry in any country. The
automobile industry has become a capital-intensive industry all over the world today.
Performance and production volume is the important tool to attract foreign investment in the
automobile manufacturing sectors. In South Africa, total investment has increased over the last
few years, although the performance (market share, profits and exports) and production volume
did not increase to the level of the increase of investment. However, the investment level of the
South African automobile manufacturing industry is not sufficient to develop and upgrade new
capacity. Investment is very small in the South African automobile industry compared with other
developing countries like as India and Brazil. In total (76.92%) of the respondents stated that
they have adequate performance and volume of products to attract investment in their
companies. At the same time, 23.08% of the respondents felt that their production volume was
not sufficient to attract further investment.

Relationship with local component manufacturers: As documented in section 2.6.2, a good
relationships and co-ordination between assemblers and components manufacturers must be
maintained in order to keep up the quality of production and reduce the cost of production.
Systematic co-operation leads to an increase in R & D capacity, upgraded technology, product
improvement and advancement. However, such relationships and co-operation are not
maintained between assemblers and components manufacturers in South Africa. According to
the empirical results, most of respondents (92,30%) have good relationships with their
component manufacturers in South Africa, while 7.69% do not have such relationships and cooperation.

6.4.7: Trade liberalisation policies and its influence
The trade liberalisation policy has been playing a vital role in the economic and commercial sector
in South Africa for over decade. This section concentrates on the influences and trends of trade
liberalisation on the overall performance of automobile manufacturers in South Africa through the
rapid process of globalisation. An important inference may be drawn from the observations in this
section.
6.4.7.1 Statement regarding trade liberalisation policies and its influence
Each question is incorporated in this section and its response in percentage given in Table 6.13,
while Table 6.14 represents the statistical results of each question.

Table 6.13: Statements regarding trade liberalisation policy
1 =strongly disagree; 2 =Disagree; 3 =Agree; 4 = Strongly agree

Table 6.14: Statistical results regarding trade liberalisation policy

The literature reference to each question of this section is given briefly to understand why this
question was incorporated in this section. The results of the empirical study to each question are
then given below.

Impact of tariff reduction on output of automobile manufacturers: As discussed in section
4.7, the tariff reduction policy was introduced in 1995 for both built-up vehicles and other
vehicles through the implementation of the Motor Industry Development Programme (MIDP) in
September 1995. This tariff reduction programme of the Government has increased the lowerpriced vehicles and components in the form of importation from various countries over recent
years. The tariff reduction policy has significantly impacted on the output of automobile
manufacturers in South Africa. The empirical results show that tariff reduction does not impact
negatively on the output of companies (61.54%). However, a significant number of respondents
(38.46%) indicated that tariff reduction impacted negatively on the output of their companies.

Increased import through tariff reduction: According to sections 4.5.5 and 2.7.10, tariff
reduction is the starting point of the trade liberalisation policy. Tariff reduction under the
globalisation policy has increased imports tremendously in the domestic market. Automobile
manufacturers in South Africa experienced tariff reduction through the introduction of the
MIDP. Imports of motor vehicles increased multiply after the introduction of the MIDP in 1995.
The tariff reduction and liberalisation policy has had a direct adverse effect on the domestic
market share of automobile manufacturers in South Africa in recent years, however. The results
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of the responses clearly highlight that most automobile manufacturers (92.31%) agree that the
tariff reduction has increased imports of vehicle in the local market.

Impact of importation on automobile manufacturers' profits: The importation of vehicles
has increased much more than before the introduction of the MIDP in 1995. The increased
importation of vehicles brought greater pressures on automobile manufacturers in South Africa
as well as a higher price competition, causing sales to decrease. All these trends lead to
automobile manufacturers losing their profit margin rapidly in recent years (refer to sections
2.7.1 1 and 2.4.5). According to the empirical results, most of the respondents (53.84%) stated
that importation has reduced their profit margin. Another 46.15% of them indicated that
importation has not reduced their profit margin.

Price decline of vehicles: According to section 2.7.11, the liberalisation policy has brought
about a price competition, lower-priced entry level cars and a number of new competitors to the
South African market. Almost all manufacturers in South Africa are struggling to survive in the
price war market after the trade liberalisation policy was introduced in the country. Profit levels
of automobile manufacturers have declined due to prices in the highly competitive marketplace.
The majority of the respondents (69.23%) indicated that prices have not declined due to the trade
liberalisation policy in their domestic market.

Small and lower-priced vehicles in the local market: As reflected in section 2.7.6, after trade
liberalisation, a number of manufacturers and importers started to compete in the South African
domestic market for a small size of the market. A large number of small and low-priced motor
vehicles are imported from various countries, comprising a large portion of the domestic market
share.

Nowadays, customers mostly prefer to purchase small and low-priced cars in the

domestic market. The imports of these small and low-priced cars will make it more difficult for
automobile manufacturers ih South Africa to transfer the increased cost to the customer in the
form of price in the future. The empirical study show that the majority (53.85%) of respondents
indicated that small and low-priced vehicles are not being introduced in the domestic market by
their competitors. On the other hand, 46.15% of the automobile manufacturers indicated that
small and low-priced vehicles are being introduced by their competitors in the domestic market.

A number of differentiated products in the local market: A number of new models and
differentiated products are coming to the South African market after the tariff reduction through
the introduction of the MIDP. The market share of imported vehicles has been increasing over
the last few years. A large number of importers are engaged in the importation of various
differentiated vehicles to the local market. Differentiated products create greater pressure on
local automobile manufacturers and force them to find new markets at regional and global
levels, as they are losing the local market (refer to section 2.7.9). In total, 100% of the
respondents agreed that a large number of differentiated products are coming to the local market
through trade liberalisation and tariff reduction.

0

Domestic sales decline due to importation: Motor car sales have declined tremendously in the
domestic market over the last decades, especially since 1997. Imported vehicles of all kinds
constitute a significant percentage of the domestic market. The sale of domestically produced
products has been lost to imported vehicles. There has been a fluctuation in car sales in the
South African market over the years, while after 1997 there has been a significant decline in car
sales in the domestic market (refer to section 2.7.3). The empirical findings highlight that the
majority of the respondents stated that their domestic sales have not declined in the past years
due to the importation of vehicles (53.85%). However, another significant percentage of
respondents (46.15%) indicated that their domestic sales have declined due to importation over
the past years.

Importation hinders the increase of local manufacturers' market share: As mentioned in
section 2.7.6, all automobile manufacturers are unable to increase their market share in the
domestic market due to increased imported vehicles in the domestic market. Imported vehicles
have eroded the market share of local manufacturers over the last few years. Executive
automobile manufacturers in South Africa have realised that it is difficult to increase the market
share of their products in the domestic market due to continued importation. The majority of the
respondents (53.85%) indicated that importation does not hinder the increase of their market
share in the local market. At the same time, a significant percentage of respondents (46.15%)
agreed that importation hinders the increase of their market share in the local market.

Competitive advantage affects the local and regional market: According to sections 2.7.1
and 4.6.2, the free trade policy has a significant impact on not only the local market, but also the
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regional markets of automobile manufactures in South Africa. The free trade policy permits a
number of automobile manufacturers to enter developing countries without any hindrance. The
regional markets of South Africa have also been fragmented by the entry of global competitors.
This free entrance has had a severe impact on the competitive advantages of South African
automobile manufacturers in the past years. Many transnational automobile manufacturers are
operating in African countries like Botswana, Nigeria, Kenya and Zimbabwe. The majority of
the respondent (58.33%) indicated that the free trade policy does not impact negatively on their
local and regional market. At the same time, 41.67% indicated that the free trade policy
impacts negatively on local and regional markets.
6.4.8 Global marketing trends and its influence

Many day to day changes are taking place in the global marketing environment. Any changes in any
part of the world will affect other parts of the globe due to the rapid globalisation process. A number
of changes are taking place in the operation of the automobile manufacturing sectors and its market
in the world. These changes will have a significant impact on the performance of automobile
manufacturers in South Africa, as the country has now entered the globalisation process. The major
objective of this section is to assess the impact and influence of the current global marketing trends
on the performance of automobile manufacturers in South Africa.

6.4.8.1 Statement regarding global marketing trends and its influence
Statements in the eighth section of the questionnaire and its response percentage to each question is
given in the Table 6.15. The statistical results of the empirical study to each question is given in the
next table, Table 6.16.

Table 6.15: Statements regarding global marketing trends and its inkluence
Statements
Over-capacity of vehicle production in the world will affect our
production volume and marketing activities in future.
Over-capacity affects o w competitive position in the global
marketplace.
Cheaper products affect our regional market.
Cheaper labour in other developing countries will impact negatively
on the pricing strategy of o w product.
Mergers and acquisitions among global companies create new
competition for our business.
We have to consider reducing the number of models due to overcapacity and competition.
Our contribution to world production has declined due to overcapacity of production.
We are facing difficulties in transfening new technology from
advanced countries.
Control of the World Trade Organisation and other international
trade-related agreements impact negatively on our investment,
production and marketing activities in the global marketplace.
Marketing activities are controlled by our parents company.
There is the possibility of future job losses in our company.

Table 6.16: Statistical results regarding global marketing trends and its influence

The literature review that is connected with each question and brief results from the empirical study
are given below.

Over-capacity of vehicle production and production volume: In section 4.6.3 it is pointed out
that there are too many automobile manufacturers operating in the world today. Rapid changes are
taking place in the automobile manufacturing sectors due to over-production in the world. Passenger
vehicle production has been increasing in developing countries, as many assembly operations have
been opened in developing countries. The over-production problem will affect manufacturers in
developing countries now and in the future. Globalisation of automobile manufacturers will in future
adversely affect the market share and profits of manufacturers in the domestic and global markets.
The results of the investigation are that 92.31% of automobile manufacturers said over-production
of passenger vehicle in the world would affect their volume of production in future.

Over-capacity affects competitive position: As mentioned in section 4.6.3, the over-capacity
problem is creating various problems for automobile manufacturers all over the world.
Automobile manufacturers use innovation and different strategies to survive in the market. Each
company is struggling to maintain its market share in the competitive market, creating a situation
where there are too many vehicles for too few customers in the world. This will affect the
competitive position of small companies tremendously in future. The results expressed that the
majority (84.62%)of respondents indicated that over-capacity affects their competitive position
in the global market place.

Cheaper products affect regional markets: The literature study indicated in section 4.5.5 that
many global giant automobile manufacturers provide high-quality cheaper vehicles to the
regional market due to their research and development and advanced technological production
method. South African automobile manufacturers have made efforts to enter regional markets,
but were affected negatively by these cheaper products of global competitors in regional
markets. The empirical results indicate that the majority (76.92%)of automobile manufacturers
in South Africa said that cheaper products affect their competitive position in regional markets.

Cheaper labour and its impact on pricing strategy: Many global companies (as discussed in
section 4.4.8) have set up their manufacturing factories in developing countries where they are
able to reduce manufacturing cost by utilising the cheaper labour. Cheap labour is an important
aspect in the globalistion process. Many TNCs are opening up their factories by using cheaper
labour force rates in order to provide cheaper products to the global market to increase their
market share in the competitive market situation. In the globalisation of automobile
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manufacturers' marketing, cheaper labour will be used as a competitive weapon to achieve
objectives by means of advanced technology. The results show that the majority (53.84%) of
automobile manufacturers agree that the pricing strategy will be affected negatively by the
cheaper labour in other developing countries.

Mergers and acquisitions among global companies: As indicated in sections 4.6.4.1 and
4.6.4.2, over-capacity forces automobile manufacturers to merge with other companies as well
as to accomplish new acquisitions. This important mechanism is used by automobile
manufacturers to improve and reach economies of scale in production. There is an argument that
these mergers and acquisitions among big companies do not reduce the over-capacity but will
increase the products under one roof instead of two or more roofs. It will bring different
pressures to automobile manufacturers in future. The results indicate that the majority (76.92%)
of automobile manufacturers agree that the process of mergers and acquisitions among global
companies create new competition for their businesses.

.

Reduction of number of models due to over-capacity: According to sections 2.4.6 and 4.6.3,
many global companies are using different strategies to increase economies of scale by reducing
platforms and models due to the over-capacity problems. In South Africa, one of the major
objectives of the MIDP is to reduce the number of model to increase economies of scale.
However, retionalisation has not yet taken place at a significant level in South Africa. Still, a
number of models are being produced by automobile manufacturers in South Africa. Some
executives of automobile manufacturers have realised that they have to reduce the number of
models due to the rapidly increasing competition in the market and must concentrate on fewer
models. The result highlight that the majority of the respondents (61.54%) do not consider
reducing the number of models due to over-capacity and competition. However, 38.46% of the
respondents indicated that they have to consider reducing their number of models due to overcapacity and competition.

Contribution to world production: Section 4.7.1 expresses the view that the total domestic
production of vehicles in South Africa is very small compared with other developing countries.
South Africa plays a very small role in the total world production. Its total production with
regard to world production in 2001 was only 0.72%.

The empirical results show that the

majority (76.92%) of the respondents answered the question negatively, meaning that their
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production contribution to world production has not declined due to over-capacity in world
production.

Difficulties in new technology transfer from advanced countries: Under the globalisation
process, the World Trade Organisation (WTO) has a control over technology transfer to
developing countries in order to protect the interests of multinational companies (MNCs).
Transnational companies (TNCs) are not willing to transfer their advanced technology to
developing countries, making technology transfer harder than before. TNCs have a real fear that
if they transfer technology to developing countries for certain new products, these developing
countries will be able to copy the same product and export the same locally manufactured
products back to the origin TNC country in a short period. It will create threats and competition
to the mother company (refer to sections 4.4.4 and 4.5.2). The findings show that the majority
(84.62%) of automobile manufacturers do not face difficulties in transferring technology from
advanced countries.

Control by the WTO and other international trade-related agreements: As identified in
sections 4.4.2 and 4.4.3, in the globalisation process, giant TNCs have more influence on the
national economy than the national government does. Under the globalisation process
governments are pressured to free up their trade through the reduction of tax and tariff on
imports, with a restructuring of government assets through privatisation. National policies are
affected by international institutions like the International Monetary Fund (IMF), WTO and
World Bank. The WTO as the chief international organisation governs and controls trade
regulations in the world. To this question, the majority (76.92%) of respondents agreed that
control by the WTO and other international trade-related agreements impact negatively on their
investment, production and marketing activities in the global marketplace.

Control of the parent company: According to sections 2.4.8 and 2.7.8, there are seven
automobile manufacturers operating in South Africa. Changes are taking place in the ownership
structure of automobile manufacturers in South Africa after the MIDP was introduced. All
domestic manufacturers, except German subsidiaries, are now at least partly controlled by multinational corporations (MNCs) of parent companies. Many of the South African manufacturers

are coming under the control of parents companies through globalisation and the trade
liberalisation policy of the Government over the last years. The exports of some companies are
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controlled by their parent companies. The empirical study show that the majority (61.54%) of
respondents indicated that their parents companies do not control their marketing activities.

Possibilities of job losses in the future: Trade liberalisation and tariff reduction are major
factors that impact on the trade trends and trade flow of south African automobile manufacturers
over recent years. Cheaper products and increased importation have had a direct impact on the
performance of South African automobile manufacturer in the last few years. It was found in the
literature survey that this stagnation of performance of automobile manufacturers could lead to
further job losses in future. This liberalisation policy has already affected the labour market
badly in South Africa (refer to section 2.5). Section 2.5.1 indicates that the employment level in
the South African automobile industry has declined significantly after the introduction of the

MIDP in 1995 in South Africa due to the introduction of the free trade policy. However,
according to the empirical study, the majority (61.54%) of the respondents indicated that there is
no possibility of future job losses in their companies. At the same time, a significant percentage
of respondents (38.46%) indicated that there are possibilities of future job losses in their
companies.

6.4.9 Government policy with regard to the automobile manufacturing sector in South Africa
The South African Government has been imposing different policies on the automobile
manufacturing sector from its inception. The purpose of all those policies is to obtain a significant
contribution from the automobile manufacturing sectors for the economic growth of the country.
Government policies have positive and negative impacts on the performance of automobile
manufacturers in South Africa. The main purpose of this section is to assess how government
policies have affected the operation of automobile manufacturers in South Africa in the past as well
as at present.
6.4.9.1 Statement regarding government policy
Table 6.17 represents the statements of the ninth section of the questionnaire with its response
percentage, while the adjoining Table 6.18 highlights the statistical results of those questions.

Table 6.17: Statements regarding government policy on automobile manufacturers in South
Africa
1 = Strongly disagree; 2 =Disagree; 3 = Agree; 4 = Strongly agree

Table 6.18: Statistical results regarding government policy on automobile manufacturers in
South Africa

The results of the empirical study of each question of this section are given in brief below.

Local-content programmes and their impact on quality of pmduct: Various stages of localcontent programmes have been implemented among automobile manufacturers over the last
decades. According to sections 2.8.1 and 2.6.1, the quality of components has a significant
impact on the quality of motor vehicles. Automobile manufacturers in South Africa are reluctant

to use locally produced components due to the fact that these components are not of an
acceptable quality. The results of previous research highlight that customer satisfaction levels
regarding the quality of components are lower than for components of other developed
countries. The empirical results show that the majority of the respondents (69.23%) indicated
that local-content programmes of the Government did help to improve the quality of their
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products. At the same time, 30.76% of the respondents indicated that local-content programmes
did not help them to improve the quality of their production.

Local-content programmes and their influence on strategic marketing: As indicated in
sections 4.7.2 and 2.6.1, local-content programmes of the Government have forced automobile
manufacturers to use local manufacturers. However, local component manufacturers are not
competitive in terms of quality, price, delivery reliability and standards. Executives of
automobile manufacturer argue that imported components are cheaper and of better quality than
the locally manufactured components are. Inventory level, inflexibility, overvalue-adding
activity, inadequate human resource development, high defect rates, poor supply and chain
management, are issues identified as the reasons for the inadequate performance and lack of
competitiveness of component manufacturers in South Africa All these aspects will affect the
formulation and implementing of strategic marketing planning of automobile manufacturers.
Another argument in section 4.7.2 is that automobile manufacturers in South Africa need more
time to face global competition without any protection. Some 84.62% of the respondent stated
that local-content programmes did not create a hindrance to developing their own strategic
marketing according to global competition.

The MIDP and its influence on the global competitive position of automobile
manufacturers in South Africa: Section 2.8.2 discusses the fact that one of the major
objectives of the MIDP, which was introduced in 1995, is to promote the South African
automobile manufacturers' competitiveness globally. According to the MIDP, automobile
manufacturers will have to implement changes in order to be able to compete, while receiving
less protection. The local motor industry will have to improve its competitive position
materially in the global marketplace through increased production for export, reaching
economies scales, integration into the global economy, retionalisation, productivity and by
upgrading production and equipment. To achieve this objective, the MIDP provides a gradual
reduction in tariff protection to expose the industry to greater international competition and a
greater degree of specialisation by allowing exporters to earn rebates on automotive import
duties and different incentives to upgrade the capacity of the industry in all spheres. According
to the empirical study, the majority of respondents (92.31%) indicated that the MIDP does help
them to increase their competitive position globally.
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Benefits from the operation of the MIDP: As noted in section 2.7.8, promoting the exports of
automobile manufacturers is one of the important objectives of the MIDP in South Africa. Trade
deficits have increased sharply, even though the percentage growth rate of export has increased.
Rising vehicle imports and rising levels of component imports through tariff reduction are the
major reasons for this increase in trade deficits. All automobile manufacturers, except
Volkswagen and BMW in South Africa, are far behind in their exports and competitive position
globally. The tariff reduction of the MIDP bring frequently changed new car models and a large
number of components to South Africa in the form of imports at a cheaper price. These are some
of the important reasons why local car manufacturers do not get benefits from the MIDP. There
are no benefits from the MIDP except selling imported cars in the domestic market. The results
indicate that 92.31% of the respondents felt that they benefited from the operation of the MIDP,
even though there is a tariff reduction.

Expectation of further changes in government policy: According to section 2.8.2,
government support is imperative to improve the global competitiveness of automobile
manufacturers in South Africa. Government is acting too strictly with regard to the General
Agreement on Tariffs and Trade (GATT) and is not considering the industry, productivity, and
growth of the automobile industry. Government and industry must sit down together to develop
a master plan to develop an industry wherein the automobile manufacturing industry could
become genuinely globally competitive. The findings of the empirical study are that the majority
of the automobile manufacturers (61.54%) expect further changes in government policy that are
related to their business to increase competitiveness in the global marketplace.

Import and export compensation and its contribution to the industry: In section 2.8.2, it
was pointed out that the Marrakesh Agreement of 1994 has bad a considerable impact on the
long-term strategic objectives of the revised customs dispensation for the motor industry in
South African, namely a duty-free allowance that permits automobile manufacturers to import
components and completely built-up motor vehicles. Under the import-export compensation,
automobile manufacturers can import vehicles up to the same value of that earned by exports.
According to this duty rebate, automobile manufacturers spend the money earned by export on
import, with no growth in the industry over the long term. A total of 84.62% of the respondents
stated that importexport compensation mechanisms help them with regard to the growth of their
companies over the long term.
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6.4.10 Concentration on marketing tactics (strategy)

The major purpose of this section is to measure to what extent the respondents consider marketing
strategies to promote their marketing performance. Marketing strategy includes the four Ps, namely
product strategy, pricing strategy, distribution strategy and promotion strategy. Only four general
questions were asked to the respondents to assess to what extent they concentrate on their marketing
strategy.
6.4.10.1 Statement regarding marketing tactics (strategy)
The following two tables express the statements of the last part of the questionnaire, the response
percentage to each question and the statistical results to each question (see tables 6.19 and 6.20).
Table 6.19: Statements regarding marketing tactics (strategy)
1=Strongly disagree; 2 =Disagree; 3 =Agree; 4 = Strongly agree

Table 6.20: Statistical results with regard to marketing tactics (strategy)
Variable

N

Mean

Median

Mini.

Maxi.

Std. dev.

Skewnm

Kurtosis

lO(O1)

13

3.0000

3.0000

2.0000

4.0000

0.4082

0.0000

6.0000

lO(02)

13

2.7692

3.0000

2.0000

4.0000

0.5991

0.0650

0.0506

The literature section from which each question was selected as well as brief results of the empirical
study of each question are given below.
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Product and product design strategy: As identified in sections 5.5.1 and 5.5.1.1, in the context
of globalisation, management must concentrate on product strategy to provide a suitable product
to meet the needs of its customers and respond to the competitive challenges in the global
marketplace. Nowadays, automobile manufacturers are using different kinds of product design
strategies to suit the global competitiveness. Product design, performance, comfort, fuel
efficiency, safety and environmental control are designed to meet the needs of customers in
different segments. Warranty and after-sales service is also an important part of products in the
competitive market. South African manufacturers must concentrate on all these aspects to attract
customers from their global competitors. Considering product and product strategy is important
to increase exports but also to react to global competitors in the domestic market. The empirical
study indicated that most (92.31%) automobile manufacturers in South Africa concentrate on
their product strategy to add value for their customers.

The pricing strategy and customer loyalty: According to sections 5.5.3 and 5.5.3.2, pricing
strategy is a difficult factor in marketing strategy in the globalised marketplace due to the high
competition. Various factors affect the setting of prices in the global marketing situation. Global
competitors put pressure on the price of domestic companies because they are able to use a
number of different pricing strategies. The production cost and the nature of competition in the
market impact on the setting of product prices in the market. Automobile manufacturers must
pay attention to all factors when setting the price for their products to increase customer loyalty
in the global marketplace. The majority (69.23%) of them accepts that their pricing strategy
should encourage customer loyalty in the competitive market, although another significant
percentage of respondents (30.77%) responded negatively to the question.

Suitable distribution channels: As illustrated in section 5.5.2, a well-designed distribution
strategy is one of the important factors for the success of marketing, because it creates customer
value. A distribution system should provide utility and meet the needs of customers with an
acceptable service and cost. Different effective strategies must be included in the distribution
activities of products to fulfil the needs of customers in the global market. Automobile
manufacturers in South Africa must concentrate on designing suitable distribution channels to
cover the regional and global market. They must select a suitable dealership network, mode of
transport, warehousing and inventory to provide products to customers' satisfaction at lower
costs. The results show that the majority (84.62%) of automobile manufacturer in South Africa
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concentrate on the selection of suitable distribution channels to provide products and senices at
a lower cost according to customers' desires.

Marketing promotion through modern communication and technology: As discussed in
section 5.5.4, promotion is an essential tool to communicate with customers. Advertising,
personal selling, sales promotion and public relations are major factors included in the
promotional strategy. Managers must consider each of these factors carefully when
communicating with their customers. Modem communication and sophisticated technologies
play an important role in promotional activities in the global marketplace. Global companies use
different modem media, such as the television, radio, Internet, e-mail and faxing machines to
communicate with their customers. Privatised international adverting companies are playing a
vital and effective role in the world with their sophisticated and advanced media technology. The
empirical results indicate that all automobile manufacturers (100%)concentrate on using modem
communication and technology for marketing promotion when communicating with their
customers.
6.5 SUMMARY

It is necessary to summarise and present the data so that the reader can understand what is
happening. A computer package was used to analyse and present the data, which will be
communicated to those that have to take decisions. Presentation in the form of tables offers a quick
way of summarising the large amount of data. In this chapter, tables were used to present the
analysed data to explain the results of the findings. The earlier part of the chapter briefly explained
the method of data collection. It is important to clarify the purpose of the research or objectives to
ensure the approach. This method is capable of delivering meaningful and scientifically acceptable
results. The competitor analysis, customer analysis, stakeholder analysis, environmental analysis,
internal analysis, production method, trade liberalisation, global marketing trends, government
policy and marketing strategy were used as parameters to assess the influence of globalisation on the
performance of automobile manufacturers in South Africa. This was accomplished by using the
structured questionnaire as an instrument to measure the attitudes of the respondents. All automobile
manufacturers were included to the study population to ensure the reliability of the data with regard
to the study. The next chapter will discuss the conclusion on the basis of the results of the data. A
conclusion will follow, with recommendation from the conclusion.
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CHAPTER 7
CONCLUSIONS AND RECOMMENDATIONS
7.1 SUMMARY
The major goal of the study was to evaluate the influence of globalisation on automc
manufacturers in South Africa. Five objectives were set from the literature review and empirical
investigation in order to attain the major goal of the study. The first objective was discussed in
Chapter 2, which gave an overview of the business environment of automobile manufacturers in
South Africa since the 1920s. The second objective was to conceptualise from the existing literature
the principle of strategic marketing and marketing environment, which was realised in Chapter 3.
The next objective was associated with the principle of globalisation and its operational methods.
This objective was realised in the Chapter 4. The fourth objective was to conceptualise from the
existing literature the global marketing strategy and global marketing environment in order to give a
deeper knowledge to formulate effective marketing strategies according to global environmental
changes and competition. This objective was realised in Chapter 5. The last objective of the study
was to identify the trends, factors and problems associated with globalisation in the automobile
manufacturing industry in South Africa through an empirical study. The above-mentioned chapters
that are connected with the literature study gave strong support to the empirical investigation. The
empirical study in Chapter 6 realised the last objective. A brief conclusion and recommendations are
given in this last chapter according to the empirical study and findings obtained in the previous
chapter.

7.2 CONCLUSIONS
The following conclusions can be drawn from the findings and results of the empirical study. A brief
conclusion is given for each section of the questionnaire.

7.2.1 Local and global competitor analysis
A brief conclusion is given for each question of this section from the questionnaire. The summary of
the conclusion of this section is given at the end of the section.

The first question: According to the empirical study, all (100%) automobile manufacturers
have a very keen interest in undertaking a local competitor analysis. It indicates that all (100%)
respondents pay attention to undertake a global competitor analysis.

An intelligence system to analyse global competitors: All (100%) of the respondents
answered that they have an adequate intelligence system to identify their global competitors. It is
obvious that they are able to accurately identify global competitors in the domestic market to
watch their strategies and activities.

An intelligence system to analyse local competitors: According to the empirical study's
results, all automobile manufacturers (100%) have sufficient systems in place to identify not
only global competitors, but also local competitors. It indicates that all automobile
manufacturers have sufficient capacity to identify global and local competitors.

Competitors' marketing strategy: It is interesting to note that all (100%) of the respondents
indicated that they analyse the past and current marketing strategies of competitors. It is clear
from the empirical study that all automobile manufacturers have the capacity to evaluate past
and current marketing strategies of competitors in the marketplace.

Market share and market coverage of local competitors: The statistical analysis of the
empirical study showed that all (100%) the respondents examine the market share and market
coverage of local competitors. The inference may be drawn from the finding that all automobile
manufacturers are able to evaluate each aspect of the market share and market coverage of their
competitors.

Market share and market coverage of global competitors: The conclusion is that the majority
(69.23%) of automobile manufacturers has sufficient abilities to examine the market share and
market coverage of global competitors. This enables them to improve their capacity to identify
opportunities to increase their market share among global competitors. However, another
significant percentage of the automobile manufacturers (30.77%) responded that they may be
affected by or lose their market shares to global competitors because of not knowing the market
strategies of those global competitors.
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Objective and profitab'ity of foreign competitors: The majority (53.84%) of the respondents
indicated that it is difficult to measure the objectives and profitability of foreign competitors.
Automobile manufacturers do not have sufficient capacities and abilities to measure the
objectives and profits of foreign competitors. It is difficult for them to formulate alternative
marketing strategies to react to global competitors.

Technology, human resources and production development of global competitors: From the
empirical study, the inference is that the majority (61.54%) of the respondent are able to
understand the technology, human resources and product development to offer better products or
improve their capacity to offer better products than their global competitors. However, another
38.46% of the automobile manufacturers do not analyse the above aspects of competitors. This
indicates that some of the automobile manufacturers will be unable to react to the products of
global competitors in the globalised marketplace.

New foreign competitors: The majority of the respondents (61.54%) indicated that they are
paying attention to identify new competitors. The conclusion may be drawn that they are
prepared to identify new global competitors in order to react to them. At the same time, a
significant rate of respondents (30.77%) do not make any efforts to identify new competitors,
indicating that they may lose their market share to new competitors when not knowing the
products and strategies of new competitors.

Opportunities and threats of foreign competitors: An extremely positive response was
received from the respondents (92.31%), who are accurately identifying the opportunities and
threats of global competitors. It indicates that almost all automobile manufacturers have the
ability to identify the opportunities and threats of global competitors.

Opportunities and threats of local competitors: The empirical study indicated that 92.31% of
the respondents are able to identify the opportunities and threats of local competitors. This will
help automobile manufacturers to formulate an effective marketing strategy to identify the
opportunities and minimise the threats of local competitors and adopt strategies according to
their parent companies to survive in the marketplace over the long term.

Analysis of local and foreign competitors' strengths and weaknesses separately: According
to the empirical study, the majority of the respondents (84.62%) have the capability and ability
to analyse the strengths and weaknesses of local and global competitors separately. Most of them

are able to formulate and implement their different marketing strategies according to the
strengths and weaknesses of competitors to increase the marketing share of their products among
different competitors.
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To summarise this section, most of the automobile manufacturers have sufficient capacity and
ability to analyse important aspects, such as past and current marketing strategies, market share,
market coverage, technology, human resources, product development, opportunities, threats,
strengths and weaknesses of global and local competitors in the trade-liberalised market. These
capacities of automobile manufacturers enable them to formulate effective strategic marketing
planning and arrange their corporate resources to react to the giant global companies. This capacity
will enable automobile manufacturers in South Africa to adopt the strategies and improve the
strengths to escape from and manage the negative influence of trade liberalisation under the rapid
globalisation process. However, automobile manufacturers have to improve their capacity and
ability with regard to an intelligence system in some areas to achieve their major objectives
satisfactorily in the highly competitive market. How the intelligent system operates within the
automobile manufacturing industry and what mechanisms and strategies are applied to collect
reliable information in the above areas about competitors, fall under a further investigation.
7.2.2 Customer analysis
A conclusion was drawn for each question from the empirical study of this section, while a summary
of the conclusion of this section is given at the end of the section.

From the response to the first question of this section, all the respondents pay attention to
customer analysis. This result expressed the picture that all automobile manufacturers (100%)
understand what products and service they must provide to customers in the competitive
marketplace.

Warranty and service to customers: The empirical study indicated that 92.31% of the
respondents provide a high level of warranty and service to customers compared with their
competitors. Most automobile manufacturers are able to attract customers from global
competitors through their warranty and service policy.

Long-term relationship with customers: The empirical study shows that 61.53% of the
respondent are more successful at maintaining long-term relationships with their customers than
global competitors are. Some 38.46% of the respondents are not maintaining such a relationship
with their customers. It can be observed from the empirical study that most automobile
manufacturers understand the needs and wants of their customers through sound long-term
relationships.
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Satisfaction of the customer: From the empirical study, 46.15% of the respondents are not
more successful at satisfying customers, while almost half of the total respondents (53.85%) are
more successful at satisfying customers' needs and wants than global competitors are. These
results could be happier, because global competitors might attract customers from some local
manufacturers in future.

Added value for customers: The empirical study indicated that 75% of the respondents focus
on product to add value for customers compared with global competitors. South African
automobile manufacturers can add value for customers by focusing more on products than their
global competitors are doing.

Affordable products to customers: The majority of respondents (84.62%) agreed that they
offer affordable products to customers. The conclusion is that it is not possible that global
competitors would erode the market share in terms of affordable products.

Low-priced products to customers: The empirical study indicated that 66.67% of the
respondents said that they do not offer low-priced products to their customers compared with
global competitors. This is a serious problem for local automobile manufacturers. They have to
face significant influences by global competitors through the rapid globalisation process, which
is bringing lower-priced vehicles to the domestic market.

Customer.focus: Some 69.23% of the total respondents indicated that all their departments
work with a customer in mind. This result highlights that most of the automobile manufacturers
in South Africa have the intention to provide quality products and service to attract customers.

Reliable and accurate sources of customer information: According to the empirical study,
92.315% of the respondents have accurate and reliable information on customers. These reliable
and accurate sources of information will help automobile manufacturers to gather information on
all aspects regarding customers to make decisions on products, service promotion and pricing
according to the desire of the customers.

Quality and durability of the product: The empirical study indicated that 84.62% of the total
respondents said that quality and durability is the core offer of their products. These results
indicate that most automobile manufacturers in South Africa have the ability to offer quality and
durable products to their customers.

Customer-oriented mission statement: The empirical study indicated that 92.31% of the
respondents have a customer-oriented mission statement. Most automobile manufacturers in
South Africa pay attention to the satisfaction of the customer, helping them to persuade the
customer to stay with them for a long time.
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Customer satisfaction with the improvement of products: With regard to the improvement of
products, most of the respondents (92.31%) according to the empirical study, indicated that their
customers are satisfied with the improvement of their products. The researcher comes to the
conclusion that South African automobile manufacturers show sufficient product improvement
to avoid the influence of global companies in the domestic market.

Staffs committed relationship with customers: The empirical study shows that 76.92% of the
respondents have strongly committed relationships with customers. Also, that most of the
automobile manufacturers have the ability to satisfy their customers through their motivated
staff.

Focus on the product according to segments: All respondents (100%) indicated that they
focus on their product to satisfy customers in each segment. Local automobile manufacturers
have the ability to provide ideal products for each segment and can react to global competitors in
each segment.
This section's results indicated that the majority of automobile manufacturers in South Africa have
the capacity and ability to provide a high level of warranty and service. They also have good longterm relationships with customers through their motivated and committed staff. They focus on
products to add value for customers in each segments, offer affordable products, have reliable and
valid information about customers, while quality and durability is the core offer. The customers are
satisfied with the improvement and innovation of their products. The researcher comes to the
conclusion that, to a large extent, most of the South African automobile manufacturers will not be
affected by the influence of global companies in terms of satisfaction of customers, quality,
durability, warranty, service and innovation of products. At the same time, a significant percentage
of respondents (46.15%) indicated that they are not successful at satisfying their customers' needs
and wants compared with global competitors. Another serious problem is that the majority of the
respondents (66.67%) indicated that they are not offering lower-priced vehicles compared with
global competitors, while a number of lower-priced vehicles are being brought to the domestic
market by global competitors. Most automobile manufacturers have to face the negative influence of
global companies. The lower-priced vehicles of global companies could erode their marketing share
in future. A further investigation is needed why South African automobile manufacturers cannot
offer low-priced vehicles to their customers.

7.2.3 Stakeholder analysis
Conclusions drawn for each question of this section and a summary of the conclusion of this section
are given below.

Identification of stakeholders: The empirical study's results show that most of the respondents
(92.31%) identify the stakeholders of their company. These findings indicate that the majority
of automobile manufacturers have an interest in and ability to identify their stakeholders in the
globally competitive market.

Maintain and develop good relationships with stakeholders: According to the empirical
study, 92.30% of the respondents maintain good relationships with their stakeholders. The
conclusion is that they understand the interests of the various groups of stakeholders and that this
enables them to make decisions with regard to operating the company.

Support of stakeholders to develop a marketing strategy: It is apparent from the empirical
study that most respondents (76.93%) receive support from their stakeholders. This brings the
researcher to the conclusion that an effective and efficient marketing strategy can be formulated
with the support of various stakeholder groups to react to competitors.

Enhancement of stakeholder value: The results from the empirical study indicate that 84.61%
of the respondents make efforts to increase stakeholder value. The conclusion is that the majority
of automobile manufacturers can increase stakeholder value by means of their efficient operation
that enables them to have stronger support from stakeholders to react to competitors over the
long term.

Close contact and relationship with key stakeholders: The empirical study indicates that
76.93% of the respondents have close contact and relationships with their key stakeholders. The
capacity and strength of the company will be improved by the support of these key stakeholders
to react to global competitors.

Integration of stakeholder analysis into marketing strategy: From the empirical study it
appears that 84.62% of the respondents integrate the stakeholder analysis into their marketing
strategy. The conclusion is that the majority of automobile manufacturers are able to formulate
and implement their marketing strategies successfully with the strong support of stakeholders in
the globalised marketplace.

Investment and financial stability through stakeholder relationships: A good relationship
with stakeholders will enable the company to enjoy a strong investment capacity and financial
stability to compete with big companies. The empirical study indicated that 66.66% of the
respondent have good relationships with stakeholder to have a strong investment capacity and
financial stability to react to global competitors.
The conclusion is that the majority of automobile manufacturers has adequate relationships with
their stakeholders and obtain strong support from them to formulate and implement their marketing
strategy to achieve their major objectives. It will enable automobile manufacturers to increase their
strengths in many aspects and is essential to escape from the negative influence of globalisation and
react to global competitors in the marketplace.

7.2.4 Environmental analysis
The brief conclusion for each question and summary of the conclusion for this section are given
below.

The impact of demographic environmental changes: The rapid changes in the demographic
environment will affect the overall performance of the company. Age, birth, deaths, location,
migration and urbanisation are important factors connected with changes. The empirical study
indicated that 92.31% of the respondents do not experience a negative impact from demographic
changes. It is clear that they have a favourable demographic environment for the operation of
their company.

The impact of economic environmental changes: Economic changes of the country will affect
the marketing performance of the company. From the empirical study, 61.54% of the
respondents agreed that they experience negative impacts from economic environmental changes
on their business. This situation may, however, be favourable for global competitors to increase
their market share in the domestic market through their low-priced vehicles.

The impact of technological environmental changes: According to the empirical study,
76.92% of the respondents do not experience a negative impact from technological
environmental changes. The result is that the majority of automobile manufacturers in South
Africa has equal standards of technology compared with their global competitors and have the
capacity to face any technological changes in the globalised marketplace.
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The impact of political environmental changes: From the empirical study, 53.85% of the
respondents do not experience any negative impact from political changes. The majority of the
automobile manufacturers will not be affected or experience a risk in operating their business as
the political environment is favourable to them.

The impact of legal environmental changes: The majority of the respondents (53.85%)
indicated that legal environmental changes do not impact negatively on their business. It is clear
that in the globalised marketplace, legal changes will not negatively affect the operation of these
companies.

The impact of social and cultural environmental changes: The empirical study pointed out
that most of the respondents (61.54%) reported that they do not experience a negative impact
from social and cultural changes. Local and global cultural changes do not have an effect on the
performance of the company.

Scanning and monitoring the current environment: The empirical study indicated that
76.92% of the respondents have the ability to scan and monitor the current market environment
in the globalised marketplace and that they do not regard this as a difficult task. This ability will
enable automobile manufacturers to formulate their strategies according to the marketing
environmental changes.

Skilled and experienced management: The empirical study reflects that 84.62% of the
respondents have skilled and experienced management to scan the environment. Most
automobile manufacturers in South Africa can get accurate information on the marketing
environment to react to the negative impacts of companies under the globalisation process.

Forecasting future trends of marketing: According to the empirical study, the majority
(53.85%) of the respondents said that it is not a difficult process to forecast future trends in the
environment. It is therefore apparent that most of the automobile manufacturers have the ability
to forecast trends in the marketing environment, even though new global competitors are
entering the market. However, another significant number of respondents (48.16%) do no have
the ability to forecast future market trends.
A brief conclusion can be given from this above section. It is namely that demographic,
technological, political, legal and social-cultural environmental changes will not affect the
performance of automobile manufacturers in South Africa. All these changes under the liberalised
market conditions of globalisation do not affect the performance of these manufacturers. Only
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economic environmental changes have a negative influence on the performance of automobile
manufacturers in South Africa where they have to face the impact of the economic environment in
the globalised marketplace. Quality and low-priced products are the only solution to overcome the
negative impact of these economic environmental changes. Further investigation is needed to
establish what the important economic factors are which have a negative impact on the performance
of automobile manufacturers in South Africa.

7.2.5 Internal analysis
The conclusion for each question and a summary of the section are given below.

Sufficient strength to react to local competitors: As indicated in the empirical study, the
majority (92.31%) of the respondents has the strength to react to local competitors. This strength
will protect automobile manufacturers from the influence of globalisation coming through the
local subsidiaries of global competitors.

Sufficient strength to react to global competitors: From the empirical study, 76.93% of the
automobile manufacturer have sufficient strength to react to global competitors. This strength
may protect them from the negative influence of global competitors in the trade-liberalised
market in South Africa

Resource allocation to all departments: Sufficient resource allocation is important to achieve
the objectives of automobile manufacturers in the competitive marketplace. The majority of
automobile manufacturers (76.92%) have proper resource allocation to each department to
achieve their major objectives. It is an important strength to have when facing the competitive
market.

Managerial skills to react to competitors: The empirical study shows that the majority of the
respondents (84.62%) have skilful managerial staff to defend and react to competitors in the
global marketplace. Skilful managerial staff is one of the significant strengths of automobile
manufacturer in South Africa to face the new challenges in the competitive marketplace.

Multicultural and internationally experienced management: According to the empirical
study, a larger number of respondents (84.62%) have multicultural and international experience
to increase their market share and profitability. A multicultural and internationally experienced
management is an important resource in the globalised marketplace to arrange companies'
resources in order to meet new challenges locally and internationally in this era.
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Management system to cope with the global marketing environment: The conclusion is
drawn from the empirical study that the majority of automobile manufacturers in South Africa
(84.62%) have a good management system in place. This enables them to think ahead and coordinate among themselves in order to reduce conflicts, with more effective resources allocation
to utilise the opportunities in the marketplace.

Capability to assess international marketing activities and competitive behaviours: The
conclusion in terms of the capability of management is that all the respondents (100%) have
efficient management to assess international marketing activities and globally competitive
behaviours. It is a plus-point for automobile manufacturers in South Africa and enables them to
formulate their marketing strategies to increase their market share in the global market.

Organisational structure: The conclusion according to the empirical study is that a large
percentage of respondents (92.31%) have a well-developed organisational structure to compete
with competitors and implement their marketing strategy.

Comparison of corporate strategy with competitors' global strategy: According to the
empirical results, 76.92% of the total respondents compared their strategy with their
competitors' global strategy. It is concluded that the majority of automobile manufacturers in
South Africa are able to identify their internal strengths and weaknesses from the comparison to
improve the strengths and minimise their weaknesses to meet the challenges.

Skilled labour: With regard to labour force standards within the company, only 61.54% of the
respondents agreed that they have a skilled labour force in accordance with international
standards. However, 38.46% of them do not have a labour force at such a level. A significant
number of automobile manufacturers will therefore have to improve their skills and the
efficiency of their labour force to provide quality lower-priced products to compete in the global
marketplace.

Education and training programmes to build efficiency of workers: The majority of
automobile manufactures (84.62%) have a well-developed education and training policy to build
efficiency of workers and to offer the best products and service to their customers. This is a good
indication of the strength of the internal resources they have to compete with global competitors.

Capacity to formulate new strategy in accordance with the global environment: From the
empirical study, 84.62% of the automobile manufacturers appear to have a powerful
management to formulate new strategies according to the global marketing environment. It also
indicates the internal strengths of the companies that enable them to formulate suitable
marketing strategies to meet the new challenges in the globalised marketplace.
335

8

Regular assessment of the marketing department: A regular performance assessment of the
marketing department will help companies to evaluate their strengths and weaknesses to
improve their ability to achieve their objectives. The conclusion is drawn from the empirical
study that 84.61% of the respondents concentrate on performance assessment on a regular basis.

The majority of the automobile manufacturers have sufficient strengths in terms of proper resources
and its allocation to all departments, sufficient managerial skills to compete, and multicultural and
internationally experienced managers to increase their sales. They have well-established
management systems to co-ordinate their resources. The majority of them also have the management
capacity to assess international marketing activities and globally competitive behaviours. A welldeveloped organisational structure exists in most of the companies to implement their marketing
strategies in the globalised marketplace. They also compare their strategies with that of their
competitors to adopt their strategies and identify their strengths and weaknesses. Education and
training policies to build the efficiency of their workers is another important strength that they have.
Assessing the performance of the marketing department regularly will enable them to take swift
action according to environmental changes. The majority of the respondents have skilful labour
according to international standards, while a significant number of the respondents do not have
skilful labour at such a level. According to the internal analysis, the majority of the automobile
manufacturers have sufficient strengths to compete with local and global competitors successfully.
These strengths will protect them from the negative factors of global competitors in the tradeliberalised marketplace. But, to lesser extent, there is a weakness in terms of skilled labour. A
significant number of companies do not have skilled labour according to international standards to
provide quality products and service to compete with global competitors. These companies may face
and will be affected by the influence of giant companies in the marketplace.

7.2.6 Production method
A brief conclusion is given to each question of this section, while a summary of the conclusion is
given at the end of the section.

Flexible production method: From the empirical study, it appears that the majority of the
respondents (76.92%) are applying the lean (flexible) production method in their production
process. The conclusion is that the majority is able to reduce the cost and improve the quality of
production.
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The just-in-time production and supply system: With regard to the just in time (JIT) method,
the majority (76.93%) of automobile manufacturers apply this method, which will enable them
to reduce production costs to offer lower-priced products in the globally competitive market.

Concentration on frequent model changes: According to the empirical results, 53.84% of the
respondents concentrate on frequent model changes. The majority of them have the capacity to
provide new models to the market. At the same time, a significant percentage of the
manufacturers (46.15%) do not concentrate on frequent model changes. Almost half of the
manufacturers cannot provide new models or differentiated products to the global market.

Innovation of product: With regard to innovation, 76.92% of the respondents have the capacity
to create innovation in their products to the level of their global competitors. However, 23.08%
of them do not have such a capacity level. The conclusion is that the majority of automobile
manufacturers are able to provide innovated products at the level of their global competitors.

Research and development capacity: As found in the empirical study, 92.31% of the
automobile manufacturers have sufficient R & D capacity to introduce new and innovated
products to attract customers from competitors in the globalised marketplace.

Light-weight material in products: Some 91.66% of the automobile manufacturers use lightweight material in their production, which enables them to reduce cost, increase fuel efficiency,
quality, and durability. Almost all the automobile manufacturers have the capacity to use lightweight material in production to increase their competitive advantage in the global market.

High quality of local components: The empirical results bring the researcher to the conclusion
that 84.62% of the respondents are able to obtain high-quality local components of an
international standard.

Impact of local components on the quality of production: Some 75% of the respondents
indicated that local components have negative impacts on the quality of their products.
Automobile manufacturers will face problems in providing quality products to the globalised
market. However, there is controversy with regard to the previous response of the respondents.

Quality control system: According to the empirical study, all (100%) the respondents agreed
that they spend sufficient time and energy on their quality control system compared with their
competitors. The conclusion is that all automobile manufacturers are maintaining a quality
control system at least equal to that of their competitors. They are able to provide quality
products to customers to satisfy them in the globalised marketplace.

Total quality management system: With regard to a total quality management system, the
majority of automobile manufacturers (69.23%) have the ability to involve all departments in the
total quality management system of their company. They are able to reach the best level that
they intended to, to provide for customers.
0

Improvement of automation: From the empirical study, it appears that the majority of
automobile manufacturers (61.54%) have to improve automation in their production process to
face global challenges. It is an important shortcoming in this sector, which will hinder the
reduction of cost and the improvement of quality, production volume and sales.

Focused factory concept: Some 75% of automobile manufacturers apply the focused factory
system in their production, which enables them to organise their factory to implement the lean
production method and to add value to their products. Their quality products will help them to
compete with global competitors.

Investment in computerised and advanced technology: Regarding computerised and
advanced manufacturing technology, the majority of the respondents (69.23%) have to invest
further to introduce these technologies in their production process. This is a significant
shortcoming that keeps automobile manufacturers far behind global competitors. Their
performance and sales will be affected adversely by the influence of high-technology products of
global competitors in the trade-liberalised marketplace.

Economies of scale in production: According to the empirical results, a large number of
automobile manufacturers (92.31%) have to make efforts to increase their production volume to
reach economies of scale. It indicates clearly that it is difficult to offer lower-priced vehicles to
the customer in the globalised and trade-liberated market.

Cost of production: Production costs are an important factor in this section. The empirical
study found that almost all the automobile manufacturers (92.30%) agree that they would
obviously have to make efforts to reduce the cost of production to increase their competitive
advantage. The low-priced products of global competitors will have a serious effect on their
sales and could cause them to lose their market share and profits in future.

Teamwork in production: Regarding teamwork in the production process, 69.23% of the
automobile manufacturers are in need of enhancing teamwork in their production process. The
conclusion could be that the majority of automobile manufacturers are unable to increase the
quality of their products, add value for customers, and reduce production costs without
teamwork. It is difficult for them to implement the lean production method in a factory,
indicating that lack of multi-skilled labour is a major problem when implementing teamwork in
the manufacturing process.
-
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Production volume and attraction of investment: The result of the empirical study provides a
picture to come to a conclusion regarding investment and performance. Some 79.92% of the
manufacturers have sufficient performance and production volume to attract further investment.
The results are controversial when taking into account the previous response in this section.

Relationship with local component manufacturers: The relationship between assemblers and
component manufacturers is essential to increase the quality of production and reduce
production costs. From the empirical study, 92.30% of the automobile manufacturers have good
relationships with local component manufacturers, which will help them to reduce the cost of
production and realise improvement in quality and innovation in future.
To summarise this section, the majority of automobile manufacturers concentrate on important
factors and concepts of new production methods in order to offer quality in production, innovation
and add value for customers to compete in the globalised marketplace. Flexible and JIT methods are
applied in production. The respondents also use weight-materials to increase fuel efficiency, quality
and durability of products. They do sufficient R & D and are able to obtain high-quality local
components, have a sufficient level of quality control and total quality management system. They
have a focused factory system to enhance the quality of their products and are able to add value for
customers. They maintain good relationships with component manufacturers, which enable them to
improve on quality and reduce the cost of future production. However, there are some important
problems facing automobile manufacturers in South Africa today. The majority of automobile
manufacturers have a low level of automation and insufficient investment to introduce computerised
and technologically advanced manufacturing systems. They also do not reach economies of scale in
production and have to reduce production costs to increase a competitive advantage. Furthermore,
they need to increase teamwork in their production.
These factors will keep the industry far behind with regard to a competitive position in the
globalised marketplace because automobile manufacturers cannot provide sophisticated new models
without applying computerised technology. The latter is the reason why a significant percentage of
the respondents (46.15%) do not change models frequently. Lack of automation is another important
problem and hinders the increase of product volume. Low production volume is the major reason
why manufacturers are unable to reduce production costs and cannot reach economies of scale. They
have to increase teaching and training to the workers to improve teamwork in the manufacturing
process, because multi-skilled workers are essential in the implementation of the lean production
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and JlT methods. Weaknesses in these important areas will be further affected by global competitors
in the overall performance of automobile manufacturers in South Africa, even though they have
sufficient capacity and ability with regard to other aspects.

7.2.7 Trade liberalisation policies and its influence
A brief conclusion for each question and a summary of this section are given below.

Impact of tariff reduction on output of automobile manufacturers: According to the
empirical study, the majority (61.54%) of the respondents indicated that tariff reduction does not
impact negatively on the output of their companies. However, a significant percentage of
respondents (38.46%) experience a negative impact on their outputs from the tariff reduction.

Increased import through tariff reduction: A total of 92.31% of the respondents agreed that
imports have been increasing in the local market as a result of tariff reduction. It leads to the
conclusion that increased importation will bring pressure on the output and sales of local
automobile manufacturers.

Impact of importation on profit of automobile manufacturers: The profit margins of the
majority of automobile manufacturers (92.31%) have declined due to increased importation in
the domestic market. It is therefore clear that importation through trade liberalisation has a
significant and serious effect on the sales and profits of the automobile manufacturing industry.

Vehicle price decline: From the empirical study, 69.23% of the automobile manufacturers said
that vehicle prices have not declined due to trade liberalisation. However, around one third
(30.77%) of the automobile manufacturers' vehicle prices have decreased. A significant number
of automobile manufacturers have experienced a negative effect from the trade liberalisation
policy on their vehicle prices.

Small and low-priced vehicles in the local market: The majority of the respondents (53.85%)
agreed that competitors are introducing small and low-priced vehicles in the local market. This
leads to the inference that the importation of small and low-priced vehicles has a significantly
negative effect on the sales of automobile manufacturers in South Africa.

A number of differentiated products in the local market: With regard to differentiated
products, all respondents (100%)indicated that a number of differentiated products are coming
to the local market. This could be a severe problem for local manufacturers in future.
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Domestic sales decline due to importation: Some 53.84% of the automobile manufacturers'
domestic sales did not decline in the past years due to importation. However, at the same time,
46.15% agreed that their domestic sales have declined due to importation. A considerable
number of manufacturers' (almost half) sales have declined due to importation.

Importation hinders the increase of local competitors' market share: According to the
empirical study, importation has not hindered the increase of market shares of a majority of the
automobile manufacturer (53.85%) in the domestic market. However, almost half of them
(46.15%) agreed that imports are hindering the increase of market shares in the domestic market.
The importation of vehicles has a significant impact on the market share of local manufacturers.

Competitive advantage affected in local and regional market: The conclusion could be that
the free trade policy has not impacted negatively on the competitive advantage of the majority of
automobile manufacturers (58.33%) in the local and regional market. Another significant
percentage of manufacturers (41.67%) has, however, experienced a negative impact on their
competitive advantage in the local and regional market. It is clear that weaker local companies
have experienced a significantly negative influence by the trade liberalisation policy.
An overall conclusion to this section is that the output of the majority of automobile manufacturers
has not been affected by the tariff reduction. The majority of automobile manufacturers indicated
that imports have increased in the domestic market, while profit margins have declined due to
importation. Small and low-priced vehicles as well as differentiated models are coming to the
domestic market through the trade liberalisation policy. At the same time, a significant percentage of
automobile manufacturers agree that tariff reduction has had a negative impact on their output, price
has declined due to free trade, and that sales have declined due to trade liberalisation. It also appears
that imports are hindering the increase of their market share and adversely affect their competitive
advantage in the local and regional market. Profit margins of the majority of the automobile
manufacturers have declined due to importation. The conclusion is that the trade liberalisation
policy has had a significantly negative influence on the sales, market share and profits of automobile
manufacturers in South Africa.

7.28 Global marketing trends and their influence
The conclusion to this section is briefly given below with a summary at the end.

The over-capacity of vehicle production and production volume: According to the empirical
study, the majority of the respondents (92.31%) said that the over-capacity of vehicles would
affect their production volume and marketing activities in future. Automobile manufacturers in
South Africa take this matter very seriously in order to survive in a future market under the
liberalisation policy.

Over-capacity affects competitive position: The majority of respondents (84.62%) indicated
that their competitive position in the global marketplace would be affected by over-capacity.
Many products will be coming to local, regional and global markets at lower prices due to overcapacity, which seriously affects the marketing activities of South African manufacturers.

Cheaper products affect regional markets: The majority of the manufacturers (76.92%) in
South Africa said that the cheaper products would affect their regional market in future. It is
difficult for local manufacturers to increase the market share of their products in the regional
market.

Cheaper labour impacts on pricing strategy: Some 53.84% of the respondents agree that
cheaper labour in other developing countries will impact negatively on the pricing strategy of
their companies. Global companies will bring low-priced vehicles to the South African market,
which will affect the future pricing strategy.

Mergers and acquisitions among global competitors: According to the empirical study,
76.92% of the respondents agree that mergers and acquisitions among global companies create
new competitors for their businesses. Automobile manufacturers will have to face high pressure
by mergers and acquisitions of global companies in future, which will affect sales and profits
further.

Reduction of number of models due to over-capacity: A total of 61.54% of the respondents
said that they are not considering a reduction in the number of models due to over-capacity.
They feel that they are able to react to global competitors with their existing number of models.

Contribution to world production: Their production contribution (76.92% of the respondents)
to the world production has not declined due to over-capacity. Their production volume also did
not decline due to overcapacity.

Difficulties of new technology transfer from advanced countries: The majority of the
respondents (84.62%) are not facing difficulties in transferring new technology from advanced
countries and they are able to obtain new technology from advanced countries without problems.

Control by the WTO and other international trade-related agreements: From the empirical
study, the control by the World Trade Organisation (WTO) and international trade-related
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agreement impact negatively on the investment, production and marketing activities of the
majority of respondents (76.92%) in the global marketplace. This is one of the important
influences of globalisation on the performance of South African automobile manufacturers.

Control by the parent company: The marketing activities of the majority of respondents
(61.54%) are not controlled by their parent companies. It is clear that the majority of companies
can operate freely without any control by the parent companies, although some companies
(38.46%) are, in fact, controlled by their parent companies.

Possibilities of future job losses: A large percentage (61.54%) of the automobile manufacturers
indicated that they not see the possibility of future job losses in their companies. At the same
time, a significant percentage (38.46%) see the possibility of future job losses in their
companies, indicating that their performance has declined.
To conclude this section, it is emphasised that over-capacity in the global market has important
influences on the performance of the South African automobile manufacturing industry. Most
manufacturers are able to operate with the existing models. Their contribution to the world
production has not declined. They are able to transfer new technology from advanced countries
without difficulties and are able to operate without control by their parent companies. They also do
not foresee any future job losses. Apart from the over-capacity in the global market, they have these
factors in their favour. There are significant negative impacts in terms of over-capacity that will
affect their production level, market activities and competitive position in future though. Cheaper
products and labour in other developing countries will bring cheaper products to the local and
regional market. Mergers and acquisitions of global companies will create new competition. The
WTO and international trade-related agreements have impacted negatively on investment,
production and marketing activities. The current global marketing trends have a significantly
negative influence on the various aspects of the automobile manufacturers in South Africa, as these
trends are integrated with the global economy and have become part of the global village.

7.2.8 Government policy on automobile manufacturing sector
The following conclusion is drawn from this section.

8

Local-content programmes and their impact on product quality: Local-content programmes
of the Government did help them (69.23% of the respondents) to improve the quality of their
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products. Local manufacturers are, however, able to increase the utilisation of local components
in order to reduce their expenditure on the imports of components from abroad to save foreign
currency.

Local-content programmes and their influence on strategic marketing: The majority of the
respondents (84.62%) indicated that local-content programmes do not create a hindrance in
developing their own strategic marketing according to global competition. It confirms the above
conclusion that automobile manufacturers are able to formulate their own strategic marketing
planning to compete in the globalised marketplace when applying local-content programmes.

The MIDP and its influence on global competitiveness of automobile manufacturers in
South Africa: From the empirical results, some 92.31% of the respondents reacted by saying
that the MIDP programme does help them to increase their competitive position globally. The
MIDP programme has certain benefits also for the operation of automobile manufacturers in
South Africa

Benefits from the operation of the MIDP: A total of 92.31% of the respondents indicated that
they are able to benefit from the operation of the MIDP, even though there has been a tariff
reduction. The inference is that many manufacturers are using the import and export
compensation to help them to import vehicles to the level of the earning of exports. This benefit
helps them to temporarily survive in the market. However, there has been no significant growth
in the industry over the long term.

Expectation of further changes in government policy: At the same time, most of the
automobile manufacturers (61.54%) are expecting further changes in government policy to
increase their competitiveness. It clearly indicates that further competitiveness is required and
they are not fully satisfied with the current policy.

Import and export compensation and its contribution to the industry: The majority of the
respondents (84.62%) feet that the import and export compensation mechanism does help the
growth of their company in the long term. It is not clear how the MIDP helps them with longterm growth when they spend the earnings from the exports on imports, taking into account that
import is higher than exports.
The conclusion from this section is that local-content programmes do not create any hindrance in
developing automobile manufacturers' own marketing strategies to operate independently in the
market. The current MIDP programme also helps them to increase their competitive position and
they enjoy benefits from the operation of this programme. However, automobile manufacturers are
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expecting further changes in the government policy to increase their competitiveness further. The

MIDP programme has positive and negative features with regard to the operation of the automobile
manufacturing industry. Further empirical investigation is needed on how far the import and export
compensation mechanism benefits growth in the industry in the long term.

7.2.9 Marketing tactics (strategy)

A brief conclusion from the empirical study is given below.

Production and product design strategy: According to the empirical study, the majority of the
respondents (84.62%) concentrate sufficiently on products and product strategy to add value for
their customers compared with local and global competitors.

Pricing strategy and customer loyalty: From the empirical study, 69.23% of the respondents
are setting their price to encourage customer loyalty even though there is a price war among
local and global competitors. At the same time, 30.77% of the respondents are not encouraging
customer loyalty in this way, because price-setting is a difficult process in the competitive
marketplace

Suitable distribution channels: The results of the empirical study indicate that 84.62% of the
automobile manufacturers have sufficient capacity and ability to select suitable distribution
channels to provide the product at suitable costs according to the desire of the customers.

Marketing promotion through modern communication and technology: With reference to
promotion strategy, all the (100%) manufacturers have the ability to use modem communication
and technology for their promotional strategy and to communicate with customers.
The conclusion from this section is that the majority of automobile manufacturers have a sufficient
capacity and ability to concentrate on their marketing strategy to increase their sales and market
share in the competitive marketplace. There is some problems regarding price-setting though,
because a. significant percentage of the automobile manufacturers could not set their prices to
encourage customer loyalty.

Summary of the conclusion to the empirical study as a whole
The majority of automobile manufacturers in South Africa have sufficient capacity and ability to
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analyse local and global competitors in the globalised marketplace in order to identify their
strengths, weaknesses, opportunities and threats. With regard to customer satisfaction, the majority
of the respondents have sufficient capacity and talent to provide quality and durable products. They
can provide warranty and service with more value to the customer than global competitors do. All
staff and departments work with the customer in mind, with long-term customer relationships. They

are able to provide innovated and affordable products to customers according to each segment.
The majority of respondents have a good relationship with their stakeholders, including key
stakeholders from whom they can receive support to formulate and implement their strategic
marketing planning in the globalised marketplace. Strong investment and financial stability enable
them to enhance stakeholders' value and relationships. All the marketing environments, except the
economic environment, are favourable for the majority of automobile manufacturers in the
globalised marketplace. Internally, the majority have sufficient strengths in terms of resource
allocation, multicultural and internationally experienced managerial skills, a well-management
system, well-developed organisational structure and skilled labour to react to global competitors by
formulating and implementing an effective marketing strategy for the globalised marketplace.
The majority of the respondents apply the lean, .TIT and focused factory production methods to offer
quality and innovative products to customers compared with their global competitors. The
respondents concentrate on quality control and total quality management systems to maximise
customer satisfaction. The majority of automobile manufacturers in South Africa concentrate on the
marketing mix to achieve their objectives with customer satisfaction in mind.
These capacities and abilities of automobile manufacturers will to a large extent enable them to react
to their global competitors and escape from the negative influence of the globalisation process for
the time being or in the short term. With regard to the long term, these capacities and abilities will
not help them to achieve their objectives successfully. This is because there are a number of
weaknesses in the industry that could result in significant future negative influences of globalisation.
Those weaknesses are interconnected and will also seriously and adversely affect the performance of
the automobile manufacturer if the industry were to ignore these weaknesses. According to the
majority of the automobile manufacturers, they are unable to offer lower-priced vehicles compared
with global competitors. Their production volume is also not sufficient to reach economies of scale

in production. They will have to improve their automation to face global challenges, while
investment is not sufficient to introduce computerised and advanced technology in production,
making production costs high.
At the same time, the majority of the respondents agreed that a large number of small, lower-priced,
innovative and differentiated products are coming to the domestic market through the trade
liberalisation policy. Their profit margin has declined due to increased importation in the domestic
market over the last years. On other hand, over-capacity of vehicle production in the world market
will affect their production volume and competitive position in future. Cheaper products will affect
their regional markets, while new mergers and acquisitions among global competitors will bring
new competition. The WTO and international trade-related agreements will impact negatively on
their performance in future. Altogether, these factors are going to affect the performance of
automobile manufacturers in South Africa seriously, even though they have sufficient capacity and
ability to react to global competitors in the globalised marketplace. Quality products and low-priced
vehicles is the only weapon to react to global competitors and escape the negative influence of rapid
globalisation. The following recommendations are given briefly. It might enable automobile
manufacturers to improve their competitive position to survive in the domestic, regional and global
marketplace on a long-term basis.

7.3 RECOMMENDATIONS
No organisation can stop the rapid process of globalisation. However, any country or organisation
can obtain good opportunities by formulating suitable regulations and strategies according to their
own situation to escape from the negative influence of globalisation.
Some serious problems and shortcoming are facing the South Africa automobile manufacturers.
These shortcomings are keeping the industry far behind from a competitive advantage in the tradeliberalised marketplace of today. Lack of automation in production, lack of investment to introduce
computerised and advanced technology in their production process, poor production volume, being
unable to reach economies of scale, high production costs and lack of teamwork in their production,

are all drawbacks causing an increase in vehicle prices. The majority of automobile manufacturers
overtly agree that they cannot offer low-priced vehicles like their global competitors are doing.

At the same time, current global market trends have a significant influence on the automobile
manufacturing industry in South Africa. Over-capacity, increased imports, small and low-priced
vehicle importation, a number of differentiated models with sophisticated technology that are
offered by global competitors in the domestic market, will affect the investment, production volume,
market share and profits of local manufacturers and severely threaten their sumival in the long term.
A quality product at a lower cost is an important weapon to overcome these problems and to meet

the above threats in the market place. The following areas have been identified on which all
automobile manufacturers have to concentrate immediately and intensively to offer quality products
at low prices. These factors are: sufficient investment, teamwork and multi-skilled labour,
economies of scale in production, raw material and components, R & D improvements and
advanced production methods. Government support and co-ordination with the component
manufacturers are important to develop these aspects to achieve objectives. Improvement in all these
areas will reduce production costs and increase production quality, which in turn would increase the
competitive advantage of the company to achieve its objectives. This achievement will cover the
social benefits and national objectives on a long-term basis.
According to the framework in Figure 7.1, automobile manufacturers should focus on each of the
aspects (8 in total) given at the top of the framework. Successful functioning of these aspects will
result in an increase in their competitive advantage in the marketplace where a number of low-priced
and quality products dominate the trade-liberalised market. A successful competitive advantage
enables a company to achieve its objectives. Achieving these objectives will contribute to the
national objectives and social benefits, which will strengthen the survival of the company in the long
term.
Some recommendations are given below to accomplish each function mentioned in the competitive
advantage umbrella framework. These functions are interconnected and one function cannot reach
its success level without the other functions in the automobile manufacturing sectors. The success of
the function will enable automobile manufacturers to increase their competitive advantage in the
globalised marketplace.

Figure 7.1: The competitive advantage umbrella framework for automobile manufacturers in
the globalised marketplace
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(1) Investment:

Structural adjustments in the form of joint ventures or mergers and co-operation between both
component and vehicle manufacturers could be created to maximise investment utilisation in
these sectors. Co-ordination is essential to avoid duplication of investment for domestic and
export manufacturers for both component and vehicle manufacturers. This is an important
structural change recommended for automobile manufacturer in South Africa.

Model rationalisation is significant in order to limit investment. Manufacturers could upgrade
their current models instead of frequently launching new models. They could maximise the
utilisation of their investment by reducing investment costs of model-related tooling and
machinery. Automobile manufacturers must establish suitable strategies to maximise the
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utilisation of the available investment. For this purpose, they can initiate a common engine plan.
Manufacturers could share the platform among them to reduce excess investment, while
standardisation of components is also essential to increase maximum benefits from the available
investment.
Through assessment and negotiation they could merge some companies that are weak with
regard to several factors and are wasting huge investments. Mergers will help to reduce the
number of manufacturers and increase investment levels to increase economies of scale in
production, bringing down the cost of production in the country. The seven automobile
manufacturing companies can be reduced to four companies. This would increase investment
utilisation and wastage and strengthen the investment capacity and production volume at a
minimum investment level.

Investment from abroad must be encouraged without any threat to the expansion of marketing
activities of South African manufacturers.

(2) Teamwork:
A multi-skilled workforce is essential to increase teamwork at factory level. Teamwork is one
of the important factors needed to implement the lean and JIT production methods thoroughly.
Automobile manufacturer could co-ordinate with universities to produce suitable engineers and
technicians to train shop-floor workers to upgrade the multi-skilled workforce to increase
teamwork in the automobile manufacturing sectors.
A common training centre or school could be established to produce and train the workers of
automobile manufacturers to help them to increase multi-skilled workers at a lower cost. Coordination is essential among automobile manufacturers in South Africa to increase the
practising of teamwork.
The management of workers approach is essential to improve the performance of the team in
the company. The employee-ownership method will help the company to encourage workers to
obtain good performances and avoid negative union activities.

Responsibility for the production process must be transferred gradually from the higher level
of management to the factory-level labourers to increase teamwork for improvement and
innovation.
A common management team for all manufacturers should be extensively trained immediately

to increase the knowledge and know-how to achieve good teamwork in a factory.
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(1) Economies of scale:
Manufacturers must together negotiate and put pressure on the Government to stop imports
through a government policy in order to increase sales volumes. This would enable economies of
scale in the country. Importation through trade liberalisation has never helped manufacturers to
reach economies of scale in this country. Importation must be stopped through the withdrawal
of the tariff reduction to boost sales in the local and regional marketplace.
The number of automobile manufacturers in South Africa must be reduced in order to
increase economies of scale in production.

Standardisation and commonisation of components, engines and platforms constitute a
significant way to reduce components, which will enable manufacturers to have larger output
volumes and economies of scale in their production to reduce the cost of vehicle production.

Regional integration is also an important a strategy for local automobile manufacturers to
increase their market share and volume of production. Vehicle and component manufacturers
must both attain economies of scale to reduce the unit cost of production.
Managers must maintain a continuous relationship with customers in the regional market in
order to build confidence and create an awareness of product quality, service warranty and other
aspects to increase sales volumes. Economies of scale depend on the increase of sales.

(2) Raw materials and components:
Automobile manufacturers must use well-tested and researched components in order to
increase production quality and reduce the cost of faulty production.

Inexpensive, light-weight quality raw materials could be incorporated in production to
increase the quality of production and reduce the cost of production. The material's quality will
increase the durability and fuel-efficiency of the vehicle. The quality of the products depends on
the quality of the raw materials.

Wastage of raw material must be minimised in the production departments to reduce the cost
of production.
Automobile manufacturers have to concentrate on increasing the quality of components with the

co-ordination and co-operation of component manufacturers in order to reduce production
costs. The majority of automobile manufacturers agreed that they could obtain quality local
components.

0

A compulsory minimum local-content programme must be fixed by Government regulation.
Automobile manufacturers should by means of concrete and continuous co-ordination with
component manufacturers and other suppliers be creative to increase quality and innovation.
Local component manufacturers have the necessary know-how regarding local and regional
conditions to produce the best components according to the country's road and weather
conditions.

(3) Research and development:
Local technology must gradually be incorporated into the product design and equipment
adaptation. Sufficient funds must be allocated by each automobile manufacturer to increase
their own R & D programme to avoid depending on foreign countries for the necessary
technology that would bring fruitful benefits on a long-term basis.
South African automobile manufacturers must create a good links with the research activities
o f the various universities in the country to improve their own research and development in the
long term.
A common policy for R & D must be established for automobile manufacturers to increase the
number of scientists and engineers. Appropriate training and research schemes through postgraduate institutions according to the requirements of the industry will enable the industry to
develop its own R & D assets in the long term. Proper long-term planning or a master plan is
essential for this purpose.

A new and suitable technology should be developed that will be suited specifically to the needs
of regional developing countries. If once developed, the own technology could be exported to
other less-developed and developing countries at lower prices, earning more foreign exchange.
These earnings would help the industry to extend and improve their R & D and ensure future
expansion of a technological path.

(4) Production method:
Computerised statistical process control and advanced computer technology must be
introduced in the production method to increase product quality and reduce production costs.
Specific education and training of managers and labour at factory level must be improved to
negotiate productivity issues two or three times a day to improve quality and avoid errors.
The workers and managers must be trained before the changes of production take place in
order to cope with these changes.
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The lean production, JIT and focused factory systems must be implemented thoroughly in the
manufacturing process to improve the quality and reduce the cost of production.
Factories must be reorganised to adopt world-class production practices I methods. They must
spend more time and concentration on organising the factory to introduce new products, increase
the quality and volume of production, and reduce production costs. The whole factory must be
reorganised according to the flexible production method. For this purpose, the cell-factory
system would enable them to reduce space, time, wastage, labour and idle machinery time in the
factory, bringing down the cost of production. Factory organisation plays an important role in
reducing production costs and increasing the quality of products.

(5) Co-ordination with component manufacturers:
Proper co-ordination must be established between the assemblers and component
manufacturers to increase the quality, innovation and reduce the cost of production.
A closer relationship with suppliers is needed in order to implement lean production,
preferably long-term and very tight in functional terms, with design and production of
components being carried out in close consultation with vehicle manufacturers.
The component manufacturers must reduce defect rates, repair work and increase
productivity with lower stocks, more teamwork, less classification, more multi-tasking,
reduction of throughput time, overhead costs and increasing the utilisation of fixed capital
optimally to reduce production costs and increase the quality.
They must introduce much more automation in the production process. All these functions
must be completed in consultation with the automobile manufacturers.
Reorganisation of supply chains is essential to support the lean production method.
Automobile manufacturers must reorganise their component supply system in consultation with
component manufacturers as well as reduce the number of first-tier suppliers. Assemblers must
guide automobile manufacturers and put pressure on them to reduce costs and increase quality,
creatively assisting them to use the lean and JIT production methods to achieve these objectives.
Automobile manufacturers must train the suppliers in terms of quality control, workers,
product design, technical norms and specifications. The quality of components must be
increased similarly to that of other developing and advanced countries. The flexible production
system must be improved in the component manufacturing sector to reduce the cost of
production.

(6) Government support:
Import control is essential to increase sales in the domestic market for local producers.
Government must make efforts to stop importation by revising the MIDP programme in order to
develop the industry in the long term. Importation will not help the growth of the industry in the
long term. Government must withdraw the tariff reduction gradually in consultation with the

WTO to increase vehicle sales in the domestic market
Government must create legal co-ordination between capital, labour and the State to increase
the industry's productivity.

Long-term export incentive schemes must be established by the Government to increase
capacity. Government could establish a common export authority to increase exports, which
would facilitate an increase in quality, productivity; technological innovation and market
information in order to expand export market opportunities.
Government must make efforts to bring inflation under control to promote the automobile
manufacturing industry.
Government must establish co-operation with automobile and component manufacturers and
analyse opportunities carefully to expand production capacity.

Co-ordination must be established between the South African Government authorities and
component and automobile manufacturer to test components and vehicles in order to reduce
imports of the components and reduce the cost of production of both.
Government must train special trade counsellors for Automobile South Africa in regional and
foreign countries to assist exporters.
The Government could establish common warehousing operations in foreign countries to assist
vehicle exporters in reducing the price of vehicles.
The Government must take strict action to limit the activities of TNCs in the domestic market
on a long-term basis so that local automobile manufacturers are enabled to develop themselves
with their own technology to compete globally.
Government could create a renewal fund system to establish and develop the local R & D
programme for the automobile manufacturing sectors to increase innovate abilities. A fiscal
incentive scheme may be established for the R & D of automobile manufacturers.
It is important to increase production volume and reach economies of scale in production to
bring down the price of vehicles. This would enhance the competitive advantage in the domestic
and regional market first. The largest possible proportion of the emerging local market should be
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reserved for locally manufactured vehicles through government policy.
Government must determine the number of vehicle manufacturers permitted to operate in the
country and the number of different models they must manufacture.
The Government has to concentrate seriously on a more even distribution of income among the
people of the country to increase buying power and create a mass market for basic cars in South
Africa.
To summarise, unity and consensus must be established officially to implement these
recommendations to increase automobile manufacturers' capacity and ability to succeed in a
stipulated time. Long-term strategy planning is essential for automobile manufacturers to achieve
this target. Very clear decisions have to be taken to implement the above-mentioned
recommendations with the support of the Government and regulatory bodies in the country. High
co-ordination among all manufacturers is essential to increase economies of scale and reduce the
price of vehicles in order to capture the whole domestic and regional market. This will increase the
competitive advantage in the global marketplace in future. Government must create a certain time
frame to practise and concentrate on this framework, taking into account the specific situation of
automobile and component manufacturers in this country. Manufacturers must assess performance
improvements at regular time intervals and make adjustments in their operation if necessary to
immediately rectify the system and fortify the concentration until a certain level of performance has
been reached in the automobile manufacturing industry. The competitive advantage umbrella
framework enables automobile manufacturers to protect themselves from the negative influence of
globalisation in the domestic, regional and global marketplace in the long term. The framework is
named the "umbrella framework" to indicate that all automobile manufacturers in South Africa must
operate under one umbrella with regard to all aspects to achieve the common objective.

The trade liberalisation policy through the globalisation process and current global marketing
trends have a significantly negative influence on the performance of automobile
manufacturers in South Africa, even though local manufacturers have sufficient internal
capabilities and abilities to face competitors. Because the trade liberalisation policy brings a
number of innovative and low-priced vehicles to the domestic market, global competitors
dominate the local market of South African automobile manufacturers.
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APPENDIX A

Potchefstroomse Universiteit
vir Christelike Hoer O n d e r w y s

K.Ishaq,
P.O. Box- 9309,
Promosa- 2530

Dear Respondent,

2othMay, 2003

I am a lecturer in Marketing at the South Eastern University of Sri Lanka. Now I am on study leave
to read my Ph.D. degree in the School of Entrepreneurship, Marketing and Tourism Management at
the Potchefstroom University for Christian Higher Education under the guidance of Prof. L.R.J. Van
Rensburg (see attached letter).

I am currently in the process of completing the thesis according to the requirement of my study that
is entitled: "The influence of globalisation on automobile manufacturers in South Africa".
Besides conducting an extensive literature study, I am required to undertake an empirical study in
this field.
I do understand that you have a very busy schedule at work. I would greatly appreciate it if you
would take around twenty minutes of your time to complete the accompanying questionnaire, each
question requiring only a single answer. Your answer will statistically be processed and will be used
for the completion of this degree.
No reference to your name or address is mentioned anywhere in the questionnaire. You will remain
anonymous. It must be emphasised that all information received will be treated as strictly
confidential and it will be impossible to identify any business on the strength of the results included
in the final report.
Please be kind enough to complete the questionnaire at your earliest convenience and return it to
above-mentioned address by lothJune 2003. For your convenience I have enclosed a self-addressed
envelope. Your response is important, as the study population is very small.
Please feel free to contact me. If you should experience any problems with the completion of the
questionnaire, phone me at (018) 296 1184 or e-mail me at kisaa@vahoo.com
Thank you very much for you co-operation.
Yours Faithfully.

Mr. K.ISHAQ

Questionnaire Number (

MANAGEMENT QUESTIONNAIRE
(CONFIDENTIAL)
Research title: The influence of globalisation on automobiie manufacturers in South Africa

1.

Does your company undertake an analysis of local competitors? (Tick the appropriate block)
yes

1.1

0

NO

O

Does your company undertake an analysis of global competitors? (Tick the appropriate block)

1.2 If yes, do yon agree with to the following statements with regard to your competitors? Kindly respond according to
the scale indicated below:
1= Strongly disagree

2 = Disagree

3 =Agree

4 = Strongly agree

2. Does your company undertake a customer analysis? (Tick the appropriate block)

2.1 If yes, to what extent do you agree with the following statements?
1= Strongly disagree

No
01

2 = Disagree

3 = Agree

4 = Strongly agree

I
Statements
I I
1 Our company provides a high level of warranty and service to its customers than global I 1 1 2 1 3 1 4
-

~~

competitor do
02
We are more successful at maintaining long tem-oriented relationship with our customers 1
than global competitors are
03
We are more successful at satisfying customers' needs and wants than global competitors 1
1 are
I
04 1 We focus more on product / models to add value for customers than global competitors do ( 1
1

2

3

2

3

I I
12 (

4

I

4

3 (4

3.

In our company we
1= Strongly disagree

2 = Disagree

3 = Agree

4 = Strongly agree

.-..-.-....

03 1 Receive the support of stakeholders to develop a marketing strategy
04 ( Make efforts to enhance the stakeholders' value

1 2 1 3 14
12 1 3 14

I react to foreign competitors

I
4.

With regard to the global competitive marketplace, evaluate the following

1=Strongly disagree

08
09

I

1 1
1 1

1

2 = Disagree

3 = Agree

4 = Strongly agree

global n&ketplace
We do not have skilled and experienced management to scan the environment
Forecasting future trends is a difficult process as more global competitors are entering the
marketplace

1
1

I

2
2

I

3
3

I

4
4

I

5. According to the internal analysis, how do you evaluate your company in terms of the following?

1= Strongly disagree

2 = Disagree

3 = Agree

4 = Strongly agree

No I
Statements
I I I 1
01 1 We have sufficient strength to react to local competitors
1 1 12 13 14
02 1 We have sufficient strength to react to global competitors
11 12 13 14
12 13 4
03 1 We have proper resource allocation for each department to achieve the major objectives
1 1 12 1 3 14
04 ( We have managerial sk~llsto defend and react to compctilors in the global marketplace
05 ] Our management has both multicultural and international experience to increase our market I I ( 2 1 3 1 4
share and profitability
Our management system will be able to cope with the new global marketing environment
06
1 2
3
4
07
Our management has the capability to assess international marketing activities and global 1
3
4
2
competitive behaviour
2

TI

1

I

13

4
3
We have well-developed organizational structure to compete with and implement our 1 2
marketing strategy in the global marketplace
1
2
3
4
We compare our corporate strategy with competitors' global strategy
1
2
3
4
We have skilled labour in accordance with international standards
4
3
We have developed and we maintain education and training programmes to build efficiency 1 2
I of workers to offer the best products and services to our customers
I
( Our management has the capability to formulate new strategy in accordance with the glohal ( 1 1 2 1 3 4
environment
( We assess the perfonnance of the marketing department on a regular basis
( 1 ( 2 ( 3 14

6

Please indicate the relevance of the following statements in relation to your production method

08
09
10
11
12

1

I

1 = Strongly disagree
No
01
02
03
04

105

2 =Disagree

3 = Agree

4 = Strongly agree

Statements
A flexible production method is not applied throughout our production process
The Just-in-time production and supply system are not applied properly
We do not concentrate on frequent model changes
We are unable to create innovation on our product at the level of our global competitors

1
1
1
1

16
17
18

7.

Evaluate your company according to the following features of trade liberalisation policies

14
15

3
3
3
3

4
4
4
4

1 Our research and development are not sufficient to bring new and innovated products to the I 1 1 2 1 3 1 4

1
All departments are not involved in total quality management system
We have to improve automation in our production process to face global challenges
1
1
We applied Focused Factory(W concept to add more value for customer
We have to invest further to introduce computerised and advanced manufacturing 1
( technology
I
( We have to make efforts to increase our production volume to reach economies of scale to 1
I compete in the global marketplace
I
1 We have to make efforts to reduce the cost of production to increase our competitive ( 1
advantages
1
We are in need of enhancing team work in our production process
1
Our performance and volume of production are not sufficient to attract M h e r investment
1
We have good relationships with local component manufacturers

10
11
12
13

2
2
2
2

I

1 strongly disagree

2 = Disagree

3 = Agree

4 =Strongly agree

2
2
2
2

3
3
3
3

1
12
1
12

I
13
1
13

2
2
2

3
3
3

I

4
4
4
4

14
I
14
4
4
4

1

8. With regard to current global marketing trends, to what extend do you agree with the following?

1= Strongly disagree

2=Disagree

3=Agree

4 =Strongly agree

1

2

3

4

02
03
04

Statements
Over-capacity of vehicle production in the world will affect our production volume and
marketing activities in future
Over-capacity affects our competitive position in the global marketplace
Cheaper products affect our regional market
Cheaper labour in other developing countries will impact negatively on the pricing strategy

1
1
1

2
2
2

3
3
3

4
4
4

10
11

impact negatively on our investment, production and marketing activities in the global
marketplace
Marketing activities are controlled by our parents company
There is the possibility of future job losses in our company

1
1

2
2

3
3

4
4

3

I -1

No
01

9. To what extent do you agree with the following statements?

1 = Strongly disagree

2 =Disagree

3 = Agree

4 = Strongly agree

1 compet~t~venes
in global marketplace
06

I

I

I

1 lmpon and expon compensauon mechanisms do not help thc growth of our company on the 1 I 1 2 1
I long term

4

10. To what extend do you agree with the following marketing tactics
1 = Strongly disagree

2 =Disagree

3 = Agree

4 = Strongly agree

Statements
I 1 I
By concentrating on product and product design strategy, more value will be added for our 1 1 1 2
3 14
I customers than local and global competitors do
02 1 The pricing strategy should encourage customer loyalty
11 12 13 14
03 1 By selecting a suitable distribution channel, cost will be reduced and a product offered that 1 1 1 2 1 3 ( 4
I suits customers' desires
04
Modem communication and technology should be used for marketing promotion and to 1 2
3
4
communicate with customers

No
01

I

1

(

THANK YOU FOR YOUR CO-OPERATION

