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ABSTRACT

The liquor industry plays an important role in the South African economy. It contributes
greatly towards job creation as well as economic growth. The fragmented structure of
the industry provides an opportunity for firms of different sizes to play a role in the
liquor supply chain. The large companies act as suppliers and manufacturers, while
medium-sized companies are involved mainly in wholesale distribution, and the
smaller companies act as retailers who connect with the final consumers. Although the
industry is a strategic player in the economy, it is not without challenges. Some of the
challenges include high operating costs due to statutory controls, yet margins are low.
As a result, the industry is highly competitive. The aim of this research was to
investigate supply chain challenges within the liquor industry, with an intention to
propose solutions to unlock the industry’s full potential. A qualitative research design
was adopted in this study, in which the researcher interviewed customers to
understand the liquor supply chain challenges from their perspective. A research
sample was drawn from a list of targeted participants who deal with the distributor
Durban North Liquor Distributors. A purposive sampling strategy was used to draw a
sample of clients from different wards around eThekwini Municipality. According to the
research findings, the distributor provides an impeccable customer service. However,
the challenges identified include lack of and inconsistent communication around non-
availability of products and anticipated time of delivery. The respondents also
highlighted that the prevalence of receiving incorrect products that were not part of the
initial order was high, which points to the lack of quality controls at Durban North Liquor
Distributors. Due to a centralised distribution strategy, the respondents also felt that
the distributor should improve on delivery plans. Recommendations include that the
distributor should standardise the ordering system by using e-commerce platforms,
and immediately communicate non-available items to customers, before sending
orders for picking. In addition, there is a need to conduct quality control before
dispatching orders. Finally, to address the delivery constraints caused by centralised
distribution, the distributor should complement their fleet by procuring the transport
services of third-party transport service providers, so as to improve geographical

coverage, within customers’ operating hours.
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CHAPTER ONE

1. Introduction

Corporate Finance Institute (2022) defines supply chain management as the entire
system of producing and delivering a product or service, from the earliest stage of
sourcing the raw materials to the final delivery of the product or service to end-users.
The term ‘supply chain’ includes all processes and stakeholders that are involved in
the transformation of raw materials into final products. Furthermore, according to
Fredendall and Hill (2016), supply chain management extends to communication
between firms, independent of the facilitation of the movement of services and
products between them. By their definition it is viewed as movement of product and
materials from producers, by means of a value chain, to the final consumers. As noted
by Orel and Kara (2014), it is crucial to fulfil customer demand, leading to some firms
regarding customer satisfaction as an output of marketing strategies. The
management of relationships is important in achieving profitable outcomes for all
involved in a value chain. Supply chain comes with challenges because it is difficult to
satisfy everyone involved as all the parties have their own interests (Christopher,
2016). This study aims to investigate supply chain challenges at Durban North Liquor
Distributors (DNLD) in the eThekwini Metro. Chapter one discusses the background
of the study, the aim, research objectives, research questions, as well as the

limitations of the study.

1.1. Background for the Study

The liquor industry, wholesale and distribution, in eThekwini is dominated by
companies such as DNLD, Liberty liquors, Panjivans liquors, Makro liquors,
Chelmsford liquors, and Westmead Cash and Carry. These wholesalers supply liquor
stores, taverns and restaurants with liguor and mixers. They buy stock from
manufacturers like Diageo South Africa, Heineken South Africa, South African
Breweries, Distell South Africa, National Sorghum Breweries, Coca-Cola Africa, KWV,

Pernod Ricard, and Edward Snell.



DNLD specialises in liquor sales, wholesale and retail, and distribution of liquor in the
eThekwini Metro. Its headquarters are at No. 33 Umhlanga Rocks Drive, Durban
North, and the company is wholly owned by Dan Moodley and his son Strini Moodley.
Strini used to work for the business during school holidays and weekends to get vital
business experience in the liquor industry. He was fully employed by the business in
2003 after finishing school. The business was purchased by the Moodleys in 2009, as
a going concern, and the experience and business relationships built in the past has
helped them to grow the current business. The business initially traded solely as a
retail store, until the owners started introducing wholesale sales which became a
success; this division was so successful that the retail eventually contributed less than
5 % of the total turnover. In September 2011, the wholesale division was relocated to
a warehouse in the North Coast area and Bridge City Liquors was purchased. In 2013,
the owners purchased a liquor store in Chatsworth, which is mainly retail. In 2017, the
wholesale business was moved from Bridge City to new premises in Phoenix that
operate independently from Phoenix central liquor store to the Phoenix wholesale
store, which operates independently from the Phoenix central warehouse. In 2017
Bridge City Liquors was sold to Spar Tops.

Effective distribution and logistics can provide DNLD with a competitive advantage
over its counterparts, which may lead to customers preferring DNLD. To improve its
guality of service, Durban North Liquor Distributors is using the services of hired trucks
during the December peak season to distribute stock from their depots and
warehouses to customers. This advantage will differentiate DNLD from its competitors,

as it will potentially lower costs and improve profitability (Fernie and Sparks, 2018).

DNLD employs approximately 100 people. The company is committed to staff
development and partnered with the Wholesale and Retail Sector Education and
Training Authority (W&R SETA) to start training programmes to upskill staff and to
improve service to customers and communities in which it operates (Davids, 2015). It
is also committed to the long-term investment of its brands and sales execution, while

focusing on cost-cutting.



1.2. Statement of the problem

Supply chain is a powerful tool for DNLD to gain access to new markets, improve
growth rates, and add shareholder value (Moore, 1998). According to the recent
research by Global Data (2021), cited in Pay Space Magazine (2021), South Africa
was among the top 10 fastest growing economy in Africa in 2021, despite global
economic slowdown challenges. One of South Africa’s growing companies is DNLD,
with a reported growth in sales of 19.8% in 2020. However, the company has been
struggling to meet the increased demand and adequately deliver products to its
customers, thereby negatively impacting customers’ expectations of DNLD’s service
level (Durban North Liquor Distributors, 2021). The company’s inability to effectively
supply the eThekwini Metro market has also been influenced by the rapid increase of
liquor outlets in the area, as well as the continued growth of the product range and
launch of new products by manufacturers (Smart, 2016). The delivery of quality service
is important for DNLD if it is to retain its current customers and to grow the business
(Phiri and Mcwabe, 2013). Customers’ expectations are that the company should
maintain effective communication between the supplier and the customer, as well as
the timely delivery of complete orders. The supply chain challenges experienced by
DNLD, in the eThekwini Metro, are the focus of this research.

1.3. Justification of the study

The study seeks to evaluate and understand supply chains within the liquor distributing
industry functions in South Africa, with a particular focus on DNLD. While past
research focuses largely on the supply chains of firms, this research examines a
significant liquor distributor. To the best of the researcher’s knowledge, this is the first
study to examine the supply chain of DNLD and offer recommendations that may
potentially improve their supply chain; findings from this research will likely improve
efficiency in DNLD’s supply chain, whether it is in the sourcing of suppliers or sufficient
distribution to the market. The study should assist DNLD to increase sales, revenue,
and market share. Moreover, the study will contribute towards a better understanding
of the supply chain in the South African economy regarding the extent to which the



supply chain leads to improvement in customer service, which in turn leads to gaining
more customers. Increased insight into this aspect of operations may assist other firms

to successfully invest in emerging markets in South Africa.

1.4. Objectives of the study

The objectives of this study are to:

(i) understand DNLD’s supply chain challenges.
(i) understand clients’ perceptions about DNLD’s supply chain services.
(iii) establish the impact of DNLD’s supply chain challenges on their client base.

(iv) investigate possible supply chain improvement interventions at DNLD.
1.5. Research questions

The research questions underpinning the study are:

() What are DNLD’s supply chain challenges in the eThekwini Metro?

(i) How do DNLD’s clients feel about DNLD’s supply chain services?

(iif) What is the impact of DNLD’s supply chain challenges on their client base?

(iv)What is the possible continuous supply chain improvement intervention to
improve DNLD’s supply chain?

1.6. Contribution of the study

An investigation into supply chain challenges at DNLD will not only benefit DNLD, but
will benefit other liquor traders, especially in eThekwini Metro. A comprehensive
understanding of the SC challenges will allow liquor traders to implement preventative
measures to address logistics challenges, while at the same time identifying

opportunities to improve their operations to save costs and improve customer service.



1.7. Chapters outline

This dissertation is structured as follows:
Chapter one: provided an introduction into the study.

Chapter two: dealt with literature review, the literature review unpacks the existing
body of knowledge in supply chain.

Chapter three: dealt with a presentation of the research methodology that was used
by the researcher. A qualitative research methodology was used.

Chapter four: presented and discussed the research findings.

Chapter five: presented the recommendations and conclusions.

1.8. Chapter Summary

Unemployment is a major issue in South Africa. While small, medium and micro
enterprises (SMMEs) are perceived as catalysts for employment and economic
growth, these enterprises face a number of challenges — including with supply chains
— which hinder their ability to make a positive contribution to the economy. Against this
backdrop, this study undertook to investigate supply chain challenges, within the
context of an SMME specializing in distributing alcoholic beverages in the eThekwini
Municipality. Understanding supply chain challenges is important in providing
solutions and strategies to improve operational efficiency within the liquor industry. To
fully understand the supply chain challenges, it was important to conduct a literature
review which highlights the existing body of knowledge that deals with the
phenomenon. The following section is a review of literature focusing on the area of

supply chain, as well as the challenges that are prevalent in the liquor industry.



Chapter Two

LITERATURE REVIEW

2.1. Introduction

This chapter discusses the existing body of knowledge in the area of supply chain
management, which is a key phenomenon under study. Findings, arguments, and key
issues related to the liquor industry are discussed in this chapter.

2.2. Role of supply chain and logistics in the economy

Supply chain and logistics are crucial in determining the country’s economic growth
and increasing competitiveness. Every country should aim to develop logistics and
supply chain as key to its economic sector. Countries with inefficient supply chain and
logistics will experience an increase in costs and a reduction in global integration
(Gringaus et al., 2020).

Macroeconomics criteria and indices showing logistics efficiency have different
approaches in measuring pointers. Some of them compare logistics of the leading
countries according to the rating of the logistics performance index (LPI), established
by the World Bank in 2007. This (LPI is widely used in research. LPI is used to
determine the difference between the participating countries. The rankings of the
participating countries have been changing depending on actions taken by the
countries to advance their logistics performance indicators. Studies that have been
conducted indicate the need for constant enhancement and changes to improve
logistics. Researchers need to follow recent trends in the supply chain to improve
logistics components and activities. Companies need to invest in a supply chain that
is time-effective and less cost sensitive; this helps them to maximise profits (Gringaus

et al., 2020). In addition, increased competitiveness and developments in the growing



global economy makes the logistics sector of strategic importance (Hayaloglu and
Issues, 2015). Logistics and supply chain are a strategic resource for the South African

economy, and they are important in providing a global competitive advantage.

2.3. Evolution of supply chain management and logistics

Supply chain is the active management of supply chain activities from source to final
consumption, to maximise customer value and achieve a sustainable competitive
advantage, through effective and efficient operational excellence among supply chain
partners (Handfield, 2021). According to Handfield (2021), supply chain management
is based on focusing processes and practices on the effectiveness and efficiency of
their separate business functions such as production, purchasing, financing, logistics
and purchasing. These functions need to be connected because if they are not
connected it leads to organisational goals being incongruent and creates inefficiencies
by duplicating organisational resources and efforts. Companies compete in a global
marketplace. However, they no longer compete as independent entities with unique

brand names; instead, they operate as part of supply chain links (Min, 2015).

Evolution of supply chain has been a gradual process. In the last century, there were
three major revolutions in the supply chain management field, and these are examined
below in the context of a broader evolution in the technological and economic

environment.

2.3.1 First evolution: Ford supply chain (1910-1920)

The first evolution was by Ford Motor Corporation which built a tightly integrated
chain. Ford Motor Corporation owned every part of the chain from timber to rails.
Through its chain, Ford could manage the chain from the iron ore mines to the finished
automobile in 81 hours. The criticism around supply chain was that it was
uncompromising because it could not handle a wide variety of products and it was not
sustainable in the long term. General Motors understood the demands of the
marketplace and offered the market a variety of models, colours, and automobiles.



Ford supply chain used to take a long time to set up changes and they had to work
with high stock in the chain (Coyle et al., 2016).

2.3.2. Second evolution: Toyota Supply Chain (1960-1970)

The manufacturing industry saw several changes, including the trend towards a variety
of brands, with Toyota streamlining their supply chain to be efficient and flexible.
Supply chains were required to deal with a variety of products without holding a lot of
inventory. The Toyota Motor Corporation addressed all the concerns by ushering in
the second evolution. Toyota initiated the idea that permitted final assembly and
manufacturing of key components to be done in-house. The bulk of the components
were sourced from companies that fall under Keiretsu, a group of companies with

shareholding and interlocking business relationships.

Toyota had a good relationship with suppliers and improved their systems. For
instance, set-up times used to take hours, but they were able to significantly reduce
their set-up time. The short set-up time and long-term relationship with suppliers were
a feature that propelled the second revolution. Toyota started following the principle of
lean production. With the introduction of electronic data interchange, which assisted
electronic exchange of information between companies it was possible for companies
to integrate without relocating their plants closer to manufacturers’ plants. The rigidity
of Toyota's supply chain, such as permanent relations with suppliers, could become a
liability over time. This led to a third revolution which was spearheaded by DELL (Coyle
et al., 2016).

2.3.3. Third evolution: Dell Supply Chain (1995-2000)

Through advanced technology Dell computers allowed its customers to customise
their computers. Dell customers can configure their computers and track the same
product in the distribution and production system. Dell had a long-term relationship

with world-class suppliers with their technology and maintained cost leadership in their



fields. Dell maintained medium to long-term relationships with customers who were
integrated electronically, including those who were partners in the medium term. Dell
was reducing stockholding significantly by allowing customers to respond to any
changes in the market. Dell did not see the need for relocating their suppliers to their

assembly plants since they were connected electronically.

2.3.4. Fourth Evolution: Automation (2000-2020)

Due to the evolution in information technology, supply chain management in the 215t
century has evolved drastically. Supply chain management in the 21t century is
knowledge-driven, instead of process-driven (Min, 2015). The key performance
indicators are defined by real-time communication through various communication
technologies like email, electronic data interchange (EDI), web-based and other
technological solutions. The business intelligence among the supply chain partners

has been the key competitive advantage that separates winners from losers.

Another trend driving supply chain management in the 215t century is automation.
Automation entails the usage of technology in supply chain including artificial
intelligence robotics to achieve outcomes with minimal human input. Companies like
Toyota has developed humanoid robots, that can do various complex activities in the
manufacturing plant to improve production efficiencies like speed, consistency, and

quality.

Even though supply chain management has been technology-driven, the
interconnection among internal and external supply chain management partners is still
an important key success factor. The success of the firm will depend on the
management's ability to coordinate and integrate the complicated networks of
business relationships between supply chain partners. Supply chain is used to
integrate a system that combines different interrelated business processes to acquire

raw material and parts, create demand for products, transform raw materials into



finished goods, add value to products, promote and distribute products to either
customers or retailers, facilitate information exchange between different businesses
e.g., manufacturers, distributors, suppliers, logistics companies and retailers. The
main objectives of supply chain is to improve operational efficiency, improve
profitability, improve the competitive position of the firm and its trading supply chain
partners (Min, 2015).

Logistics management and supply chain management are fascinating areas that affect
all people's lives. Different products that are purchased and consumed every day
reach consumers through supply chain. Supply chain management and logistics have
become widespread and gained prominence in the last three decades, however, it has
been around longer than that. Supply chain management and logistics are not only
important in the business world today but are also essential to non-profit organisations
and public sectors. Supply chain is known as a manufacturing sector; it has expanded
into a highly successful application of logistics and supply chain management
principles in a service business. Supply chain management has improved efficiencies
in a service business such as banking and hospitals where the emphasis has shifted
towards serving customers, faster, better and cheaper (Mangan and Lalwani, 2016).

The evolutionary development is illustrated in Figure 2.1 below.

Figure 2.1. Evolution in supply chain
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Source: Rodrigue (2020), The Evolution of Supply Chain Management
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In line with supply chain evolution, DNLD’s supply chain has evolved over the years
from manual operations into automated systems, whereby activities like order
processing, picking and dispatching are being conducted through the system in order

to improve efficiencies.

2.4. Participants in the supply chain

A supply chain consists of a company, suppliers, and customers of that company. This
is the group of participants who create the supply chain. There is also what is called
an extended supply chain, which consists of three participants. The first participant is
a supplier’s supplier at the beginning of the supply chain. The second party of the
supply chain is a customer, followed finally by firms within the supply chain who supply
logistics, marketing, finance, and information technology services to other companies.

Companies perform different functions in a supply chain. For example, some
companies are producers, wholesalers, distributors, retailers, and companies who are
customers, and some are final consumers of the product (Hugos, 2018). As noted by
Christopher (2016), supply chain management is defined as the management of
upstream and downstream relationships with customers and suppliers to deliver
superior value at lower costs to customers and the supply chain. The focus of supply
chain management is the management of relationships to achieve more profitable

outcomes for all parties involved in the supply chain (Christopher, 2016).

At the University of Tennessee, the Supply Chain Council Research Group defined a
supply chain as a group of three or more organizations that are directly linked by one
or more of the upstream and downstream flows of funds, products, services, and
information from a source to a customer (Snyder and Shen, 2019). They also defined
supply chain as the strategic coordination of the traditional business function within an
organisation and across businesses within the supply chain, with the intention of
improving the long-term performance of the individual organisations and supply chain
(Snyder and Shen, 2019).

Supply chain is often confused with logistics management. The concept of supply
chain is wider than logistics management. Logistics management can be defined in

many ways. Christopher (2016) describes logistics management as the practice of
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strategically managing the purchase, storage, and distribution of materials, parts, and
finished inventories, via the company and its marketing channels, in order to maximize
current and future profitability through cost-effective techniques. According to the
Council of Logistics Management, logistics is part and parcel of the supply
management process that implements, plans, and controls the efficient reverse flow,
and effective forward flow and storage of goods, services, and related information
between the point of origin and the point of consumption to meet the requirements of
customers. The aim of logistics management is to serve customers in a manner that

saves costs for the company.

2.5. Supply Chain Operations

Supply chain has what is called the Supply Chain Operations Reference (SCOR).
The SCOR model was developed by the Supply Chain Council. It helps companies
to gain competitive advantage and to improve their organisational performance, and
it helps companies to measure their performance and increase their level of service
(Delipinar and Kocaoglu, 2016). The SCOR model has four categories of operations:

plan, source, make and deliver, each of which is briefly described below.
2.5.1. Plan

Planning is a vital activity for organising operations in the other three categories, and
also for aligning supply and demand that will help in developing a plan that meets the
company’s production, purchasing and distribution requ