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Our people carry our vision forward
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Review of operations 

Bidfreight

Highlights

�     Strong performance with trading profit 

up 11,2% to R768,1 million

�    Major contracts result in good activity 

and utilisation levels

�     Bidfreight’s built-in quality provides 

competitive advantage

�    Volumes of basic commodities, bulk liquids 

and aid cargoes hold up well

�    New business gains in non-traditional areas

�    Work starts on R150 million Cape Town 

containerised cargo facilities project and 

R250 million build at Richards Bay
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Divisional contribution (%)

Trading profi t

15,0

Revenue

16,2

Anthony Dawe, chief executive

Financial indicators 

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

18 647,9 

768,1 

763,1 

2 675,0 

1 811,5 

143,5 

11,0 

68,0

21 992,7 

690,8 

719,1 

2 925,9 

2 485,7 

119,8 

26,7 

67,4 

 (15,2)

 11,2 

 6,1 

 (8,6)

 (27,1)

 19,8 

 (58,8)

 0,9  

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

5 212

16 540

3 173

22,5

6,6

4

1 681 646

3 866

36 783

335 298

80 361

874 689

5 720 253

123 036

23,6

5 328

20 175

3 787

23,0

9,1

3

1 656 496

4 408

9 715

300 076

56 880

807 069

5 538 579

94 601

17,8

5 012

18 355

3 662

25,3

8,4

1

547 541

1 565

*

*

50 512

419 563

3 482 354

*

*

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant
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Review of operations – Bidfreight

Strategic positioning

Our positioning has always been underpinned by substantial 

infrastructure strategically placed at South Africa’s air and 

seaports and our ability to act as the long-term partner 

of major companies. In the face of growing pressure on 

transport infrastructure, increasing emphasis has been 

given to our role as the reliable “efficiency-partner” of our 

customers.

Sustainable development

Bidfreight’s built-in quality continues to win business from 

customers, with strong governance systems at each major 

operation to manage these quality issues. A number of 

Bidfreight operations have a five-star NOSA rating and are 

ISO 9001 and ISO 14001 compliant. 

Continued focus on broad-based black economic 

empowerment has shown positive results, with Bidfreight 

Intermodal being re-rated as a level 2 contributor and Safcor 

Panalpina moving from level 4 to level 3. 

A number of Bidfreight companies provide free ARVs, 

immune boosters and vitamins as part of their HIV/Aids 

programmes.

Progress has been made on enterprise development through 

continued investment in Sebenza, a Bidfreight Intermodal 

owner-driver scheme and other forms of assistance to 

empowerment companies.

Recycling, efficient energy use and waste reduction 

management are becoming core business practices at 

our operations. 

The on-site IVS clinic conducts biological monitoring of staff. 

A new ship-shore liaison system ensures dealings with ships 

follow international safety standards.

Manica is running a staff education programme to highlight 

environmental degradation in Malawi. RDS monitors electricity, 

water and fuel consumption, waste recycled and waste to 

landfills. A programme to reduce the fleet’s diesel consumption 

has fostered efficiency and cut vehicle wear and tear.

At SACD Freight new measures limit dust exposure. Safcor 

Panalpina uses a balanced scorecard to check environmental 

impacts. A SABT “Go Green” campaign drives environmental 

awareness. 

Despite all the progress, Bidfreight unfortunately suffered four 

fatalities: in SABT, Manica Zimbabwe, BPO and Bidfreight 

Intermodal. Safety practices have been reinforced. Additional 

sustainability information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/005.htm  

Performance

The division performed strongly. Trading profit moved 

11,2% higher to R768,1 million (R690,8 million) while 

revenue decreased by 15,2% to R18,6 billion (R22,0 billion). 

Performance was pleasing in the context of deteriorating 

economic conditions. Our bulk-handling businesses 

did particularly well. Major contracts with long-standing 

customers resulted in good activity and utilisation levels.

Benchmarks

The divisional target, in line with the Group vision, is to 

achieve sustained growth and double the profitability of the 

business every five years. This implies a year-on-year target 

of 15% growth in trading profit. This has been, and remains 

difficult in the current economic environment, but remains 

our five-year target. 

Key measures are volume and profitability. Trading profit is 

compared to the rolling five-year target, the annual budget 

and prior year. Cash flow (after working capital requirements) 

is also measured against these yardsticks.

Bidfreight’s capital expenditure averages R250 million a 

year to fund the replacement and expansion of capacity. 

Businesses receiving a capital injection aim for an appropriate 

return on investment.
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Pay-back periods on capital projects and return on funds 

employed are scrutinised closely. Frequency and magnitude 

of insurance claims are strictly monitored. BBBEE scores are 

a focus area.

We are a target-driven business. Goals for each business 

are broken down into action-points and operational targets. 

These are communicated to individual business units.

Operational benchmarks are not meaningful unless everyone 

can understand them and what it will take to realise the 

objective and secure the incentives. Targets are therefore 

kept simple.

Profit is important, but is not the only yardstick. Safety is 

critical and takes preference over any targets.

The focus on targets shows its defensive value in difficult 

trading conditions. There was a fall in exports in areas of 

traditional strength at Bidfreight Port Operations, but teams 

there were quick to win new contracts, contributing to their 

long-term goal of diversifying the customer-base.

Strategic dynamics

As a provider of logistics solutions to importers and 

exporters, the strategic factor of concern is the growth (or 

contraction) in world trade. The global economic crisis and 

its impact on trade had a negative effect on our business.

A report from the World Trade Organisation, published in 

March, confirmed what had been evident for some time. 

World trade fell sharply in the second half of 2008, though 

modest growth of 2% was still registered for the year. In 

2007, international trade had grown by 6%.

The speed of economic contraction was shown by rapidly 

changing forecasts. In January 2009, the International 

Monetary Fund predicted a fall in world trade of 2,8% for 

2009. In the WTO’s March report its forecast for 2009 was 

a contraction of 9% – the largest slump since the Second 

World War.

Shipping is responsible for about 90% of world trade by 

volume, so the impact is most keenly felt on the water and 

at the quayside. By early 2009, some shipping companies 

were laying up vessels while shipping rates plummeted. 

Fortunately Bidfreight does not own any ships, but this 

factor is a key indicator of the reduction in volumes of goods 

moved.

Another strategic concern was the lack of liquidity in the 

banking system and the effect on credit availability. Some 

exporters found it almost impossible to obtain letters of credit, 

causing some exports to stall, such as manganese to China.

Industry dynamics

Agricultural volumes were good. South Africa’s poor wheat 

season led to an upsurge in wheat imports. By year-end 

the country’s improved maize crop was beginning to drive 

promising maize exports.
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Review of operations – Bidfreight

Despite falling economic growth, demand remained high 

for tank space for oils, gas and liquids.

The fall in international freight volumes was particularly 

felt at Safcor Panalpina, our international clearing and 

forwarding business. Both air- and sea-freight volumes were 

impacted. Falling interest rates also reduced returns on 

Safcor Panalpina’s disbursements on behalf of its customers. 

However, Bidfreight’s diversified business model proved 

helpful in offsetting this impact.

We not only provide solutions in the movement and handling 

of goods, our businesses also have considerable storage 

capacity at their disposal. As the movement of goods 

slowed, storage revenue provided some relief.

Not all categories were affected equally by worsening trade 

conditions. The timing of impacts also varied. The rand 

weakened in the first half of Bidfreight’s year and volumes 

held up reasonably well until mid-December. The gathering 

recession then squeezed volumes while a rebound by the 

rand contributed to a fall in the export of manufactured 

goods.

Some categories were hit especially hard (for instance, 

automotive products) while consumer belt-tightening reduced 

demand for distribution services to retailers.

Falling world demand for commodities put a brake on 

exports of ferrous metals. Manganese exports came to a 

stop. However, volumes of basic commodities, bulk liquids 

and aid cargoes held up well.

Brand dynamics

We generally operate in a big-business-to-big-business 

environment. Brand dynamics on the FMCG pattern do not 

apply. We concentrate on the “Proudly Bidvest” positioning 

at divisional level. Individual corporate brands are highly 

respected in their respective spheres. Our “brand essence” is 

the trust built up over decades and our reputation as reliable 

partners.

Operational dynamics

Teams concentrated on cost controls and stringent debtors’ 

book management as South African businesses felt the effect 

of the credit squeeze. A policy of non-replacement of staff 

was applied in a number of our businesses. With a small 

exception in RDS, retrenchments were avoided.

Our businesses engaged in an aggressive quest for new 

business and showed their adaptability. Industry feedback 

indicates we have won market-share, surprising competitors 

with our eagerness to compete in non-traditional areas. New 

business gains included work for a large fertiliser importer, 

contracts relating to scrap metal and aluminium exports and 

export handling work on copper from the DRC. 

One operational challenge eased as volumes fell – that of 

dealing with the effects of port and road congestion.

New initiatives

Work began in June on an expanded and consolidated 

Cape Town site for SACD Freight’s container operations; 

a R150 million project. The scheme involves the transfer 

of operations from our currently cramped site to a nearby 

seven-hectare site. The new 20 000m² warehouse will be 

complete by March 2010.

The modern facility with improved access will help SACD 

pursue additional growth opportunities in niche areas such 

as the export of bottled wine.

In April we started work on new chemical tankage at 

Richards Bay, earmarked for the products of a large 

petrochemical exporter. The R250 million project will add 

61 100m³ to the tank capacity of Island View Storage. 

Completion will be in April 2010.

We maintained our training investments, giving additional 

focus to environmental management.



The Bidvest Group Limited Annual report 2009 59

Risks to the business

Credit risk rose as the business environment worsened. 

Controls are already good, but we tightened up procedures, 

especially in areas where our debtors’ goods are not 

warehoused on our premises and we therefore do not have 

the security of a lien over the product.

Exchange rates create risk and we take forward cover.

The risk of a major industrial accident is ever present. In the 

past, investigations have shown that our safety standards 

are extremely high. We conform strictly to all industry safety 

regulations and we are obsessive about safety procedures 

in areas such as the movement and storage of hazardous 

materials.

Concern has begun to increase about “the risk next-door”. 

Sites, roads, access points and port facilities have become 

increasingly cramped and congested. Without expansion, 

modernisation or proper maintenance of infrastructure, the 

risk of accident or injury may increase in the general vicinity 

of our sites, with the potential to affect our own operations. 

We are aware of the problem and communicate our 

concerns, but we can only manage risk on our side of the 

“fence”.

Organisational culture

All our businesses have a practical and pragmatic attitude. A 

no-fuss, no-frills approach is preferred. Managers and teams 

work shoulder to shoulder.

We pride ourselves on being flexible and we can be forceful 

in the pursuit of objectives. But at a strategic level we are 

conservative rather than aggressive. We tend to make 

incremental gains in areas of core competence and in 

associated activities rather than make aggressive forays into 

fields in which we have limited experience.

When industry factors are buoyant we may “under-perform” 

in the estimation of some observers. But when trading 

conditions worsen, we rise to the occasion.

Future

Bidfreight has been reasonably successful in its pursuit 

of the rolling target of doubling its size every five years. 

Macro trends, however, may moderate the rate of growth.

One trend is a swing from air- to sea-freight. Consumer 

appetite appears to have dulled for electronic appliances and 

other high value items suited to air-freight. In future, more 

cautious consumers may extend replacement cycles on 

discretionary purchases.

In contrast, demand for basic commodities, petroleum and 

agricultural products is underpinned by a growing world 

population and Asian industrialisation. 

Our recent investment in air-freight capacity at OR Tambo 

International Airport is long term and predicated on the 

growth of Johannesburg as a regional transport hub serving 

all of southern Africa. Steady growth is expected.
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Other regional trends support our investment in capacity at 

the coast. Zimbabwe will hopefully become a contributor 

to regional trade volumes over the next three years. 

South Africa’s rail infrastructure and ports remain the route 

to the world for local commodity exporters and those from 

DRC, Zambia and other nations.

Considerable state investment will be necessary, 

however, if South Africa is to maintain its position as the 

continent’s biggest trade facilitator. We welcome the recent 

announcement that Transnet plans to increase its five-year 

capital expenditure programme to more than R80,5 billion.

In the year ahead, we expect to see relatively strong volumes 

of copper and other bulk commodities, though containerised 

cargo, airfreight and local distribution volumes may remain 

weak.

Bidfreight plans to continue on the growth path. Annualised 

double-digit growth will be targeted over a three-year period. 

BULK CONNECTIONS

Volumes of manganese and coal dropped sharply. Despite 

the drop in volumes, Bulk Connections produced a 

respectable profit. 

Operations are highly efficient and facilities have been 

expanded and modernised. Management will seek to grow 

coal and manganese volumes in the year ahead while 

pursuing opportunities to handle a wider range of products 

with a higher value. Lease negotiations continue.

ISLAND VIEW STORAGE

Results were good, with increases in revenue and trading 

profit. Tank utilisation remained extremely high and 

appropriate rates were negotiated. Continued profit growth 

is projected.

Increased capacity is under development at Richards Bay 

and strong demand for our facilities is expected to continue.

 

BIDFREIGHT PORT OPERATIONS

In a difficult year, storage charges and rentals helped to 

offset the effects of reduced exports of steel, forest products, 

ferrochrome and manganese. Despite increasingly difficult 

trading conditions, BPO made up the lost volumes by 

widening the customer-base, producing a very pleasing profit 

in line with the prior year.

RENNIES DISTRIBUTION SERVICES

The business experienced a difficult year as volumes for 

core customers in the retail sector fell steeply. Results were 

significantly below expectations and restructuring was 

undertaken to reduce the cost-base. Unfortunately, some 

jobs were lost.

Costs were reduced and by year-end the benefits of leaner 

structures were beginning to come through. Strenuous 

efforts are being made to achieve higher throughput across 

existing assets. An improvement in the domestic consumer 

economy is expected in 2010 and a return to solid profit 

growth is projected.

SACD FREIGHT

Volumes of containers contracted sharply. The reaction of 

SACD was to aggressively manage costs, resulting in a very 

credible performance which was only marginally down on the 

prior year.

A rapid return to previously buoyant volumes is unlikely, but 

gradual recovery is expected in 2010 when work on the 

expanded Cape Town container park should be complete. 

SOUTH AFRICAN BULK TERMINALS

SABT had a good year, achieving above-budget trading 

profits; a creditable effort from a relatively high base. First-

half wheat imports bolstered volumes and costs were well 

controlled. 

Early indications are that the coming year will get off to 

a good start as maize exports look promising. However, 

SABT confronts some strategic constraints. Rail capacity 

remains low and road congestion is becoming severe. 
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NAVAL

Our Mozambican business faced severe competitive 

pressure. Coal and granite volumes fell while the port 

authorities cancelled our ferro- and sulphur contracts. 

Costs were cut and a modest trading profit achieved.

SAFCOR PANALPINA

Billings fell dramatically as international clearing and 

forwarding felt the full impact of the contraction in world 

trade. Income on disbursements on behalf of customers 

was also affected by falling interest rates. 

As a result, the business did not achieve revenue and profit 

targets in a difficult year. Strenuous efforts were made to 

reduce costs and by year-end some benefit was being felt. 

However, no dramatic rebound in the forwarding sector is 

in sight and a flat 2010 is in prospect.

MARINE SERVICES

The ships agency business performed well and exceeded 

profit expectations. Port Operations and Marine Insurance 

also did well in a challenging environment. However, 

major contracts are coming to a close and the search for 

replacement business is ongoing.

 

MANICA AFRICA

All national operations across the road freight network 

achieved profit while a refocus of Manica’s South African 

business enhanced results. Trading profit was substantially 

above budget. The service offering has been expanded in 

Johannesburg and a new depot has opened in Musina. 

The Durban team generated good revenues. 

Dollarisation of the Zimbabwe economy has enabled 

Zimbabwe to again be consolidated in the results. 

Improvements in Zimbabwe bode well for the coming year.
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Review of operations

Bidserv

Highlights

�      Trading profit up 11,4% to R933,9 million while 

revenue rises by 13,1% to R7,3 billion

�    Annuity model confirms its resilience in a 

challenging year

�     Technology innovation pays off in travel business 

and at Global Payment Technologies

�     Full-year effect of the ground handling ‘super licence’ 

boosts aviation services

�    Innovation and branch expansion drive 

Bidvest Bank success

�    Konica Minolta takes number one spot in 

offi ce automation sector

�    Guarding operation stages strong recovery
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Divisional contribution (%)

Trading profi t

18,1

Revenue

6,3

Lindsay Ralphs, chief executive

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

61 247

52 699

  878

22,4

3,9

7

1 008 526

9 487

18 590

501 567

31 662

8 143 985

6 086 445

104 090

1,7

63 493  

67 604

1 065

26,7

6,7

1

639 059

11 970

8 960

748 294

38 986

6 461 372

5 672 730

109 216

1,7

62 139

35 960

579

14,6

21,6

2

194 921

9 129

*

690 177

44 941

5 503 226

4 408 612

*

*

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant

Financial indicators 

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

7 267,9 

933,9 

932,9 

3 158,5 

1 906,4 

261,4 

29,7 

371,8 

6 424,5 

838,7 

836,2 

3 061,7 

1 853,0 

219,6 

34,1 

374,9 

 13,1 

 11,4 

 11,6 

 3,2 

 2,9 

 19,0 

 (12,9)

 (0,8)
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Review of operations – Bidserv

Strategic positioning

Bidserv has the resources, expertise, national reach and 

local availability to assist businesses of any size in various 

industries across a wide range of services.

Sustainable development 

Bidserv is positioning its services to anticipate growing 

demand for greener products and services while benefiting 

from energy, water and other efficiencies.

 

Sustainability awareness is growing among employees as 

managers drive various initiatives and companies share 

smart solutions and learnings.

An executive unit focused on empowerment improvements 

helped to drive up BEE scores and take employment equity 

figures above the Group average.

 

Bidserv invests heavily in training, equipment and 

procedures to minimise the risk of operating in hazardous 

environments. Our lost time injury frequency rate is 

improving. In some regions we have over a million injury-

free work hours. 

Environmental accomplishments include reduced water, 

chemical and coal usage, conversion from PVC to PET in 

many products and adoption of the “reduce, recycle and 

reuse” principle. Major investments at our laundry services 

drive improved turn-around times for customers, increased 

energy efficiency and lower running costs. 

A product range at Steiner Environmental Solutions is rated 

70% green. Konica Minolta will plant 4 100 trees before 

calendar year-end in an effort to offset carbon emissions. 

Additional sustainability information is available on the 

Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/006.htm
 

Performance

Strong first-half performance could not be maintained, 

but results for the full year were nevertheless reasonable. 

Trading profit rose 11,4% to R933,9 million (2008: 

R838,7 million) while revenue increased by 13,1% to 

R7,3 billion (2008: R6,4 billion). Businesses remained 

cash-generative following continued tight asset management 

and a major effort to reduce costs. Retrenchment and 

closure costs are reflected in the current period.

Benchmarks

Every unit works to a business plan and to benchmarks 

appropriate to each industry or specialisation. Performance 

criteria vary, but the key yardsticks in all businesses are 

operating profit, asset management, cash flows and return 

on funds employed. Twelve-month budgets are developed 

and measurement is against prior year.

As new strategic challenges emerge, greater emphasis may 

be placed on specific areas for improvement. Businesses 

are expected to respond quickly to new priorities without 

waiting for a one-year plan to run its course. In the second 

half, expense management and cost reductions became 

target areas and many teams responded promptly to fast-

changing conditions.

First-half targets were largely achieved. Performance 

against budget in the second half fell below expectation as 

a result of a rapidly worsening economy.

Strategic dynamics

The impact of recession and the effects of the global 

financial crisis were the most material strategic factors. The 

change from a difficult environment to an embattled one 

was abrupt and affected most industries in which we are 

active.
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The TopTurf contract for golf course design and 

construction in Morocco was one victim of the global crisis. 

All work was suddenly halted. In the domestic market, 

challenges were compounded by the change in the rand’s 

fortunes (largely unforeseen by commentators). An initially 

weaker rand added to the imported component of our 

costs while the cost of forward cover constrained our ability 

to draw benefit from the rand’s recovery.

Lower interest rates in the second half had little influence 

on our business.

Industry dynamics

Lower commodity and oil prices impacted two of Bidserv’s 

most important customer groups – the mines and the 

petrochemical industry. Customers in both areas became 

increasingly price sensitive and often engaged in stringent 

expense management.

Business travel was an early casualty of the national 

economy drive, impacting all operations in the travel, 

hospitality and airline handling sectors.

Brand dynamics

With the exception of Bizhub, our brand bouquet is 

dominated by corporate rather than product brands. 

Companies such as Boston Launderers, Prestige Group, 

Rennies and Steiner Hygiene have been industry leaders 

for many years. Their track record and reputation for 

professionalism contribute to improved customer retention.

The impact of brand-building and strong name recognition 

has been demonstrated by the progress made by one of 

our newest brands – Bidvest Bank. TV advertising, strong, 

distinctive signage and a highly visible presence in well-

trafficked areas at major airports have helped Bidvest Bank 

to become South Africa’s leading retail foreign exchange 

brand in only two years.

Bidair, our aviation services company, has been strongly 

branded and also achieves high airport visibility. 

Konica Minolta this year emerged as industry leader in 

the office automation sector. Its flagship product, Bizhub 

has become the industry benchmark for multi-functional 

equipment.



The Bidvest Group Limited Annual report 200966

Review of operations – Bidserv

Operational dynamics

Price negotiation and re-negotiation became a key 

feature of the second half of the year. Price became the 

dominant factor for business in every industry. Even long-

standing contracts went out to tender and accounts were 

occasionally lost to competitors offering heavy discounts 

with little assurance that standards could be maintained. 

We walked away from some business rather than cut prices 

to unreasonable levels.

In the face of lower volumes and reduced margins, each 

Bidserv business sought efficiencies and cut costs. A freeze 

on new recruitment at supervisory and managerial level was 

imposed. Unfortunately retrenchments could not be avoided 

and the division’s net headcount fell by 2 246 (3,5%).

Certain of our businesses, including Bidvest Bank, were 

hard hit in the last two quarters. All teams worked under 

extreme pressure and companies such as Konica Minolta 

and Steiner led the way in the search for cost cuts.

New initiatives

New structures were implemented at Steiner. Costs were 

taken out of head office and a new divisional structure 

implemented. By year-end, nine divisional operations had 

been consolidated into four.

The fully automated version of our travel booking engine – 

an industry leader from Bidserv – was rolled out nationally 

by mymarket.com. Take-up by Bidtravel’s corporate clients 

accelerates month-by-month. The number of transactions 

driven by the automated system is up 152% year-on-year.

The engine handles travel, hotel and car rental bookings 

to deliver optimum results to predetermined criteria. 

The recession proved the ideal showcase as savings on 

business travel costs are often substantial. Training enables 

a client’s own staff to run the engine, creating a virtual 

travel agency at a client’s office. The system may soon be 

deployed in international markets.

TMS Group Industrial Services launched operations in 

Saudi Arabia in a joint venture with local partners. Falling 

demand for specialist cleaning and maintenance services 

in South Africa’s petrochemical industry highlighted the 

need for broader reach. Under-utilised equipment has been 

transferred to Saudi Arabia. This country’s petrochemical 

industry is much larger than South Africa’s. A broader 

customer-base helps TMS address the risk of stop-start 

demand for its specialist services.

Global Payment Technologies has, with its partners, 

developed a safe deposit system offering unprecedented 

till-to-safe-to-bank-account efficiencies. The system 

rapidly achieved strong acceptance among major banks 

as it reinforces their relationships with retailers and other 

businesses handling large amounts of cash. The system 

comprises a note-counter and bill validator with a link to a 

bank’s in-house computers, enabling verified cash amounts 

to be instantly credited to a business account.

A strategic effort began at Bidprocure to gather precise 

data on capital and operational capital expenditure across 

Group businesses. Efficiencies were demonstrated a year 

ago when the telecommunications costs of all South African 

businesses were consolidated into one monthly Bidvest 

account. This model may prove to be the template for 

Group-wide procurement synergies.

Risks to the business

Risks are little changed, though the recession highlighted 

areas of vulnerability; for example, the suddenness of 

knock-on effects when the general economy contracts. Our 

principals feel the primary effects. We take the secondary 

impact as corporate customers “share the pain” by applying 

margin pressure or curtailing some activities.
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Broad penetration of the corporate sector creates balance 

when some sectors do well while others feel pressure. But 

in a general downturn, pressure occurs across the board 

and can be considerable as large businesses are strong 

negotiators with considerable buying power.

As a well-resourced company making long-term investment 

in training and equipment, the risk of competitive pressure 

from under-resourced operators with low overheads is ever 

present. Quality service and professionalism mitigate this 

risk – except in a severe downturn when price overwhelms 

all other buying criteria.

Credit risk obviously increases as business failures begin to 

mount. Credit risk mitigation became a priority.

Organisational culture

The Proudly Bidvest positioning is important to a division 

with such a diverse spread of interests. The unifying theme 

is reinforced by a common culture. All businesses are run 

in accordance with the same principles and philosophies. 

Managers are close to their businesses and teams. We run 

our business in an ethical manner. We’re open and honest 

with customers and staff. In all areas of activity, we take 

pride in our professionalism.

Future 

Cost-cutting programmes and rightsizing initiatives were 

implemented late in the period. The full-year benefit will 

be felt in 2010 and should contribute to further growth in 

earnings. We will strive for revenue growth of 10% and a rise 

in trading profit of 15%. The projection assumes an easing of 

the recession and some benefit from the World Cup effect at 

some businesses in the second half of the year.

The international financial crisis makes longer-term 

forecasting difficult. Our environment is still being reshaped 

by new realities.

PRESTIGE CLEANING SERVICES

The business had a good, solid year. Annuity income 

from cleaning contracts traditionally remains resilient in a 

downturn. High levels of customer retention accompanied 

by several contract gains underpinned a pleasing 

performance. Organic growth is anticipated in World Cup 

year. 

TMS GROUP INDUSTRIAL SERVICES

The business enjoyed a strong first half, but TMS was 

severely impacted by reduced levels of activity in the 

local petrochemical industry, leading to a flat year over 

all. Major cuts in expenses were achieved, primarily in the 

workshops, R&D and head office. The benefit of the launch 

of operations in Saudi Arabia will not be felt until 2010.
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LAUNDRY SERVICES

Loss of some institutional business and pressure on 

garment rental resulted in a flat year. Retrenchments and 

lower activity levels in sectors such as the motor industry 

affected rental of workwear. Hotel industry demand also fell 

as business travel and tourism stalled. Contract wins in the 

food processing industry helped to offset some of the lost 

business. 

STEINER GROUP

Business was marginally down, but improvement is 

expected following the appointment of a new management 

team. Savings on staff, IT, marketing budgets and head 

office costs were achieved in the final quarter. The business 

is underpinned by strong annuity income. Substantial 

benefit is expected from more streamlined structures.

BIDSERV INDUSTRIAL PRODUCTS

The team put in a good performance, powered by a strong 

first half. Pressures mounted toward year-end. The national 

roll-out of the G. Fox & Company brand continued and 

contributed to the satisfactory result. Further pressure on 

the market for industrial workwear is anticipated. However, 

expansion of the cash-and-carry format will help drive 

growth next year.

GREEN SERVICES

The business unit, now comprising TopTurf, Execuflora, 

Puréau Fresh Water Company and Hotel Amenities 

Suppliers, achieved reasonably good growth. TopTurf was 

impacted by a slowdown in new landscaping construction, 

but maintenance work continued at anticipated levels. 

Execuflora was affected by corporate cutbacks while 

lower hotel occupancies were negative for Hotel Amenities 

Suppliers.

AVIATION SERVICES

The full-year effect of the award of the “super licence” for 

ground handling services drove growth, though results were 

below expectation. Certain airlines reduced flight frequency 

to, from and within South Africa. Some cargo operators 

pulled out entirely. The award of a third licence added to 

competitive pressure and a price-war ensued, leading to 

considerable margin squeeze. The World Cup effect will 

provide only a marginal cushion in 2010 as the pickup in 

air travel may be for a limited period.

BIDRISK SOLUTIONS

The business put in another pleasing performance and 

had a good year, though off of a low base. Magnum 

Security’s guarding operations grew market share. Growing 

penetration of the mining industry was a feature of the year.

GLOBAL PAYMENT TECHNOLOGIES

Continued product innovation contributed to an exceptional 

year. Response by the banks to the new safe deposit 

system was strong and contributed to the good result. The 

system is in the early stages of its national roll-out. There 

is therefore potential for continued growth, though this 

specialised niche is subject to cyclical shifts in purchasing 

by banking institutions. Strong local acceptance of the 

new product suggests it may have potential in international 

markets. An international distributor has been appointed.

GROUP PROCUREMENT

Senior management appointments have set the scene 

for greater utilisation of the Bidvest database and further 

Group-wide buying synergies.

OFFICE AUTOMATION

It was a disappointing year for Konica Minolta and Océ. 

They were affected by the weak rand in the first half and 

corporate cost-cutting in the second. Decisions to extend 

the replacement cycle for office equipment had severe 

effects.
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BIDTRAVEL

Both forms of income – fees from corporate clients and 

earnings from travel principals – were down significantly, 

resulting in a disappointing year. Several travel management 

arrangements relating to the FIFA World Cup were 

concluded, but prospects of a quick return to strong growth 

are problematic in view of the severity of the cut-back in 

corporate travel.

BANKING SERVICES

The business put in an excellent performance, driven by a 

wave of product innovation and continued expansion of the 

national footprint. Bidvest Bank’s marketing strategy has 

resulted in high awareness of the advantages of dealing 

with the forex specialists. Performance was particularly 

strong in the first half. By year-end, the reduction in 

business travel had slowed momentum. 
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Bidvest Europe

Highlights

�    Revenue moves 9,8% higher to R37,0 billion 

in challenging business conditions

�    Solid cash flows as a result of stringent expense 

and working capital management

�    Prompt action to rightsize the businesses for new 

trading environment

�    Good sales and profit growth in the Netherlands, 

Belgium and the UAE

�    3663 among ‘Top 20 big companies to work for’ 

and ‘best green companies’

�    Deli XL expands on-line ordering and web presence

�    Expansion into Saudi Arabia
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Divisional contribution (%)

Trading profi t

13,0

Revenue

32,2

Fred Barnes, chief executive

Financial indicators

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

36 984,5 

770,0 

499,3 

6 781,9 

4 720,6 

383,1 

58,8 

2 586,1 

33 683,8 

879,8 

870,0 

8 111,1 

6 752,6 

333,4 

47,1 

3 014,8 

 9,8 

 (12,5)

 (42,6)

 (16,4)

 (30,1)

 14,9 

 24,8 

 (14,2)

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Lost time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Total water usage (litres ’000)

Water recycled (litres ’000)

Total electricity usage (kWh ’000)

Electricity from renewable sources (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

8 474

13 248

1 563

5,9

0

5 562

159 464

9 167 

94 702

66 749 

128 057 

29 329 300 

110 653

13,1

8 571

16 239

1 894 

6,2

0

6 154

102 119

8 663

88 242

442 

146 296

29 799 939

122 808

14,3

8 526

17 234

2 021

4,2

0

5 044

102 521

7 890

87 357

474

125 872

28 924 534

*

*

*Information not collated, not relevant or not entirely reliable
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Strategic positioning

Recession in Europe, in particular the UK, has showcased 

our status as a reliable partner and innovative solution-

finder. Our positioning as a strong industry player capable 

of maintaining long-term strategic vision was reinforced by 

our continuing commitment to superior service, quality and 

sustainability despite unprecedented economic pressures.

Sustainable development

Bidvest Europe has formed a combined sustainability 

committee that liaises with the Bidvest sustainability 

committee. Each national business is represented. The 

committee facilitates supra-national adoption of successful 

initiatives.

Our companies possess strong sustainability credentials 

and meet the highest environmental standards. Systems 

to monitor environmental performance will enable us to set 

targets and programmes for next year covering packaging 

waste, recycled packaging, energy and fuel usage. In 2010, 

we plan to submit carbon footprint data to the Carbon 

Disclosure Project. 

Recyclable packaging is being reduced across private label 

ranges.

The division aims to quantify products from sustainable 

sources to help lift performance levels above legislative 

requirements. 

We are reducing our use of electricity, gas, diesel and LPG. 

Diesel consumption is down 1,5%. Recycled bio-diesel 

now powers 710 vehicles at 3663. They use 2,8 million 

litres annually, up 40%. At Deli XL – Belgium new software 

analyses electricity and gas consumption, enabling the 

business to target reductions in electricity consumption of 

350mWh and gas consumption of 200mWh in the coming 

year. 

At 3663, more than 500 staff lost their jobs, however, 

other businesses increased their work force. Employee 

data reflects the sensitivity with which retrenchments were 

managed, however other operations have increased their 

workforce. A major accolade was 3663’s listing in the 

London Sunday Times Top 20 Best Big Companies to Work 

for survey. 

Focus at the annual sustainability conference is shifting 

towards community engagement. A new award is to be 

announced.

Quality assurance and HACCP-trained employees ensure 

food quality and safety standards are met. Key customers 

conduct periodic quality audits. Customer complaints are 

monitored and corrective action taken. Complaints are down.

 

In tough market conditions, our quality and sustainability 

credentials underpin our drive for market growth. Additional 

sustainability information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/007.htm
 

 Performance

Divisional performance was mixed, with trading profit 

down by 12,5% to R770,0 million (2008: R879,8 million) 

while revenue moved 9,8% higher to R37 billion 

(2008: R33,7 billion). Solid cash flows were maintained as a 

result of stringent expense and working capital management 

and prompt action to rightsize the businesses for a new 

trading environment. The Netherlands, Belgium and UAE 

businesses produced good year-on-year sales and profit 

growth, while in the UK sales were flat and profits were 

down in a challenging environment.

Benchmarks

Detailed bottom-up budgets are prepared by every business 

and division. The most fundamental yardstick is performance 

versus prior year, but opportunities and challenges are 

spotlighted by comprehensive and precise comparisons. 

KPIs are developed for all aspects of the business. 

Monitoring is by sector, customer, quality requirements, 

productivity, product categories by sales and margins, and 

by geography across national, regional, metropolitan and 

local areas. In the wholesale businesses, each depot is a 

profit centre and measured accordingly.
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In each operating company, available market data is used 

to measure the company’s performance against the market 

and plan future activities. For instance, in the UK AC Nielsen 

is used to establish market share and the potential for 

category growth. Other data sources, such as Foodstep in 

the Netherlands, are used.

Economic factors and trend information are consulted when 

budgets are prepared, but are not seen as justification for 

missed targets when the macro-situation deteriorates.

The division fell short of trading profit targets largely because 

of the margin challenges faced within the largest business 

unit, 3663. Cost reduction and restructuring targets were 

met and in some cases exceeded.

Strategic dynamics

The economic slowdown affected all our geographies, 

though magnitude varied. The UK was the first and most 

sharply affected national market. The British economy 

shrank in the first quarter of the division’s year and 

contracted further in quarters two and three. The forecast 

for calendar 2009 is for GDP to contract by 3,5%. Interest 

rates hit a 300-year low. Government’s preferred inflation 

measure hovered around 2,2%, but by May the Retail Prices 

Index was at -1,1, driven down by low prices for food and 

non-alcoholic beverages. Unemployment moved above 

2,2 million and is expected to go above 3 million.

Belgium and the Netherlands are part of the Eurozone, 

where unemployment reached 9,4% in July and fears of 

deflation have started to rise. The Belgian economy is 

expected to contract by 3,1% in 2009. Inflation has fallen 

close to zero and 8,2% of the working population is now 

unemployed. The economy of the Netherlands is expected 

to contract by 5,4% in 2009, unemployment is currently 

5% and is still rising. Previously buoyant Dubai was hard hit 

by the global financial crisis, but considerable support and 

investment is being provided from Abu Dhabi, the richest 

region of the Emirates.

Industry dynamics

Consumers reduced their spending and traded down. 

Retailers, hoteliers and restaurateurs de-stocked, sought 

value lines instead of premium ranges and cut their orders. 

Units and margin delivered to each outlet per delivery fell, 

impacting distribution efficiencies due to the fixed nature of 

certain operational costs.

Reduced inflationary pressures in some food categories put 

pressure on margins. Inventory management became a key 

focus.

These pressures were particularly severe in the UK, but to a 

degree affected all geographies. The Dubai hotel sector felt 

increasing pressure with occupancy dropping 40% – 50% 

after the December winter holiday peak. In the UK an annual 

contraction in the distribution, hotels and restaurant sector 

of 5,7% was recorded, with over 30 pubs/bars closing every 

week.
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Brand dynamics

Our corporate brands – 3663 in the UK, Deli XL in the 

Benelux countries and Horeca in the United Arab Emirates 

– are positioned as leaders. They’re first for foodservice and 

carry this common strapline. Horeca embraces common 

values and operational standards and in a relatively short 

period has achieved a leadership position. All corporate 

brands are synonymous with superior service, quality, 

breadth of range and high availability. In all our markets, 

we are leaders or joint-leaders.

Our corporate brands develop and carry private labels and 

brands with specific propositions. Chef’s Smart Choice is 

a well-known value and quality brand in the UK that has 

been extended into Belgium. Our White’s premium brand 

has also enjoyed range extensions, both in the UK and 

Belgium. Specific product category brands also enjoy strong 

acceptance, such as Springbourne Water in the UK.

The Benelux businesses have developed successful 

company and product brands for their own markets. In the 

Netherlands, the coffee concept brand Reussers & Smulders 

has enjoyed growth. Other concept brands are under 

development.

House brands and private label offerings are points of 

focus in all markets as their margins are relatively resilient 

in challenging market conditions.

Operational dynamics

Customer volumes fell by 4% in the UK and by the second 

half of the year all geographies felt growing pressure on 

sales, margins and volumes. Potential for growth exists in 

the Gulf as our base is small and there is strong underlying 

demand for a growing range of modern foodservice 

products. In Europe the challenge is to achieve timely 

reductions in the cost base in line with reduced demand.

Major restructuring proved necessary in the UK. 

Consolidation of the frozen, fresh, chill and multi-

temperature operations – which began late in the previous 

period – was brought to a successful conclusion. In the 

UK wholesale division, six depots were closed. We exited 

the business of fresh meat preparation with the closure of 

The Barton Meat Company. In all, 500 jobs were lost. 

Spikes in workload showcased the need for urgent 

implementation of flexible working practices. Good progress 

was made.

By year-end, the position of the UK’s fresh fruit and 

vegetable business had stabilised and the benefits of a 

reduced cost-base were coming through.

In the Benelux countries, progress was made in operational 

efficiency, including the closure of two depots in the 

Netherlands and improvements to the operating platform 

in the north of Belgium.

New initiatives

The major focus was on efficiency improvements.

Deli XL in both the Netherlands and Belgium continued the 

focus on electronic order capture and website utilisation. 

More than 60% of all orders are now processed by the Deli 

XL websites. Significant benefits are derived by data-mining 

to support the sales and customer service effort. Steps are 

being taken to share best industry practice within the Dutch 

and Belgian electronic ordering system with the UK.

The use of “voice-picking” technology was expanded to 

more warehouses to improve productivity. The system is 

now being introduced to the larger sites in the Netherlands.

Within a more streamlined 3663, management and sales 

now sit closer together and efficiency gains were achieved. 

This included the use of new technology, called i-Snapshot 

to ensure the sales force focuses on areas of maximum 

opportunity. This mobile phone technology cuts down 

on the paperwork that has to be completed by sales 

representatives after a sales call. The system also monitors 

activity and productivity. Incoming data (encrypted by the 
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mobile phone-user) is aggregated and used to drive ongoing 

customer service improvements. 

Horeca has continued to add new brands to its product 

range, including the Sweet Street frozen deserts range from 

the US.

Risks to the business

Insolvencies – particularly in the UK – have risen 

dramatically. The problem of unexpected business failure has 

become so severe in the UK that it is becoming uneconomic 

to insure against this risk. 3663 therefore decided against 

renewal of its bad-risk insurance programme in its wholesale 

division. Management of credit risk has become even more 

of a focus area.

The banking sector’s stringent approach to credit 

applications had severe effects in the UAE as SMEs account 

for 85% of its economy and recent studies show that Gulf 

banks routinely reject up to 70% of loan applications from 

these businesses.

The other area where business risk has risen significantly for 

all operations is declining inflation. The potential for some 

categories to deflate necessitates rigorous inventory control 

if loss is to be minimised or avoided. In addition, down-

trading by consumers makes market intelligence on trends 

critical for margin management.

Organisational culture

A team culture prevails across all businesses. Management 

is open and honest. Staff input is requested and respected. 

Everyone is empowered to make a contribution and 

employee engagement practices are well established.

The benefits of low hierarchy and high involvement were 

spotlighted in the UK by the response of all teams to the 

unprecedented economic crisis. 3663 launched a staff 

campaign called “Strength in numbers; together as one”. 

Management communicated promptly on challenges 

and key issues. Staff responded with a steady stream of 

ideas to cut costs, reduce waste, improve efficiency and, 

ultimately, save jobs. Teams also showed what could be 

achieved through rapid adoption of flexible working practices 

to address the new pattern of workload peaks and valleys. 

The campaign contributed to the achievement of important 

cost-efficiency targets in a situation where 500 jobs were 

being shed in restructuring programmes and more jobs 

appeared at one stage to be at risk. Positive staff response 

was one reason for management confidence at year-end 

that early and energetic restructuring was having the desired 

effect.  

Future

Adverse economic pressures have been building in the 

Netherlands and Belgium. The full impact will be felt 

in the year to come. Operational structures have been 

strengthened and the solid base of business in the 

institutional market means the businesses are in good 

shape to withstand increasing pressure.
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Over the next 12 months, sales and earnings growth are 

forecast in the core UK market as the benefits of this year’s 

restructuring accrue. The British economy will remain under 

pressure for some time; therefore next year’s business gains 

are expected to be modest. Areas of opportunity will be 

scrutinised closely and pursued where appropriate.

The UAE is also under growing economic pressure and 

results may be affected in the short term.

On a five-year view, the division is confident of a return 

to solid growth in trading profit and revenue. International 

studies show that foodservices have never failed to achieve 

net growth in any five-year period. In a downturn the 

demand for value grows. Bidvest Europe is well positioned 

to respond.

3663 FIRST FOR FOODSERVICE

Trading profit fell significantly, though revenue increased. 

Efficiency was a key focus area for a more streamlined 

business. Six wholesale division depots were closed.

National roll-out of the IT system by 3663 was delayed 

to make sure that the functionality and performance were 

proven. Company-wide implementation will be phased in 

following further tests.

Our mix of business enabled revenue growth in the more 

resilient institutional and workplace sectors. However, these 

sectors generate lower margins. 

Despite considerable economic pressure, we maintained 

all environmental, sustainability and training programmes, 

winning national recognition in various award schemes. In 

addition, our Banbury depot was the first site accredited to 

the new British Retail Consortium standards for the receipt, 

handling, storage and distribution of frozen, chilled, and 

ambient foods, and consumer products.

 

DELI XL – BELGIUM

Our teams put in a strong first-half performance, but 

macro-economic conditions worsened as the year went 

on and momentum could not be maintained. The business 

benefited from continuing demand from core customers 

and its strength in the institutional eating segment where 

activity remained brisk, though at reduced margins. Limited 

exposure to the hospitality sector was beneficial as the 

tourism, hotel and restaurant sectors were early victims 

of the downturn.

Development of the Flemish platform in the north of 

Belgium was completed and by year-end had reached the 

break-even point. This contributed to continuing gains in 

operational efficiency. 

Trading conditions are expected to worsen for the remainder 

of calendar 2009 and into 2010.

DELI XL – NETHERLANDS

A strong first-half performance culminated in a record 

Christmas season. Results fell away in the third quarter 

as the economy moved into recession. Trading conditions 

were significantly worse than in neighbouring Belgium as 

the traditionally thrifty and conservative Dutch cut household 

spending. 

Two depots were closed to rightsize the business for a 

radically different trading environment.

Targeted acquisition activity was maintained. We took 

a strategic stake in a fresh fish business that is at the 

cutting edge of the trend toward local produce sourcing, 

preparation and distribution. The business model is based 

on closeness to market and immediacy of service. The 

person buying the fish before dawn in the fish market 

could be the same person who prepares and packages 

the product and then sells the fish.
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One point of focus at operational level was the integration 

of this and earlier acquisitions.

Catering and institutional volumes remained robust while 

efficiency gains and purchasing improvements contributed to 

a pleasing result. Regrettably, prospects in the coming year 

are decidedly less upbeat.

HORECA TRADE

The business performed extremely well until the global 

downturn struck Dubai in December. However, the economy 

is expected to recover quite rapidly as a stimulus package 

from neighbouring Abu Dhabi takes effect.

Continuing range extension in the core Dubai market 

compensated for falling volumes in the second half of the 

year while further gains were made into the Abu Dhabi 

market.

The business expanded the Gulf footprint into Saudi Arabia 

via a partnership with a well-established local business. Our 

Saudi Arabian business began operations in March and 

by year-end we were represented in the major population 

centres of Riyadh, Jeddah and Al Khobar. The intention is 

to replicate the business model successfully deployed in the 

UAE and bring sophisticated, high quality foodservices to a 

previously fragmented market. Core offerings from the Dubai 

brand bouquet have been introduced and initial indications 

are positive.

Though earnings growth had slowed at Horeca Trade by 

year-end, the correction is seen as temporary as continued 

hotel construction is anticipated for several years in both 

Dubai and Abu Dhabi.  
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Bidvest Asia Pacifi c

Highlights

�       Revenue up 18,0% to R17,1 billion and trading 

profit up 9,3% to R602,5 million

�    Despite extremely challenging environment, 

Australian profitability up by 18,4% while 

New Zealand grows profits by 17%

�     Australian cash flows improve as a result 

of tight working capital management

�     AUD5 million distribution centre in Hobart, 

Tasmania, nears completion

�    All New Zealand divisions perform well 

and remain strongly cash generative

�    Rebranding as Bidvest New Zealand proves 

highly successful

�    Sales volumes maintained as a result of early 

action to the economic downturn by Angliss Singapore

�    Hong Kong and China stabilise profits and sales 

in adverse conditions
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Divisional contribution (%)

Trading profi t

11,4

Revenue

14,9

Bernard Berson, chief executive

Financial indicators 

(for the year ended June 30)

2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

17 067,6 

602,5 

602,5 

3 777,9 

3 123,6 

123,8 

3,5 

853,5 

14 467,4 

551,4 

551,4 

4 187,4 

2 326,8 

108,1 

4,0 

1 040,9 

 18,0 

 9,3 

 9,3 

 (9,8)

 34,2 

 14,5 

 (12,5)

 (18,0)

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Lost time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

3 623

1 493

412

13,9

0

1 101

108 350

80 414

1 102 647

6 814 851

92 145 

 25,4

3 298

3 283

995

20,6

0

1 620

105 509

69 818

1 086 388

5 858 478

13 203

4,0

2 893

2 154

745

3,1

0

735

69 128

38 834

817 574

5 146 476

* 

* 

*Information not collated, not relevant or not entirely reliable
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Strategic positioning

Bidvest represents a large share of the foodservice supply 

chain in the Asia Pacific region. Bidvest has established 

a modern distribution service that is innovative, reliable 

and efficient, thereby providing supply partners with an 

unparalleled path to market. Both market size and market 

share are growing across the region. Additional sustainability 

information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/008.htm  

Performance

The division did remarkably well in challenging conditions. 

Revenue rose 18% to R17,1 billion (2008: R14,5 billion) 

while trading profit increased 9,3% to R602,5 million 

(2008: R551,4 million). Cash flows remained robust, costs 

were well controlled and inventories well managed, though a 

major correction to commodity prices significantly impacted 

Singapore’s trading result.

Results were underpinned by strong performances in 

Australia and New Zealand. Australia performed strongly, 

growing profitability by 18,4% in local currency despite 

consumer down-trading. Hong Kong and China stabilised 

profits and sales in adverse conditions. Singapore had a poor 

year in the wake of falling frozen poultry prices and volatile 

exchange rates. A major correction to inventory levels was 

necessary. 

Future

The division is cautiously optimistic about prospects over the 

next 12 months. The target is to achieve double-digit growth 

in trading profit. We are also positive about prospects on a 

three- to five-year view. Chinese growth will be key, but the 

indications are that steady GDP growth will be maintained. 

Chinese urbanisation trends are positive for us; so are signs 

of revival in the Australian consumer economy. New Zealand 

authorities forecast a measure of growth after two poor 

years. Our New Zealand business did not participate in the 

national recession to any material extent and is well placed 

to take advantage of any recovery. Singapore is expecting to 

come out of recession by the end of 2009.

BIDVEST AUSTRALIA

Sustainable development

Customer awareness and legislative trends drive sustainability 

concerns, encouraging us to think creatively about our 

obligations.

The staff complement remained stable. Recruitment of 

suitably qualified personnel became less of a challenge 

as national unemployment levels moved higher.

Efforts to improve energy efficiency and environmental 

sensitivity were maintained.

We are reducing the environmental impact of our computing 

systems. Server virtualisation has cut electricity use by 

132 000kWh while e-commerce options help customers cut 

paperwork.

We upgraded food quality management, achieving 

ISO 9001:2008 certification while addressing HACCP 

(food safety), OHS, environmental sustainability and 

corporate governance issues.

Our Caterer’s Choice brand has entered the sustainable 

products market. The brand offers a range of biodegradable 

chemicals. 

Use of E10 (a 10% ethanol fuel blend) is up from 54 000 

to 112 000 litres. LPG use has fallen in three years from 

108 000 to 13 000 litres. Despite continuing expansion, 

overall fuel use is only up 1,8% since 2007. We plan to 

upgrade our fleet with the most fuel-efficient vehicles. Truck 

refrigeration is becoming quieter and more efficient.

Certificate training programmes are now administered by 

the Bidvest Academy in Australia. Certificate courses, being 

taken by 369 staff, have been updated and comply with 

the National Vocational Standard TL107 for transport and 

logistics. 

Policies in support of local produce suppliers are well 

established. The development of our paperless warehouse 

system was a point of focus. 
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Performance 

Results were pleasing in the context of falling national 

growth and brittle consumer confidence for most of the 

period. Revenue rose 12% to AUD1,6 billion (AUD1,4 billion) 

while trading profit increased by 18,4% to AUD66,2 million 

(AUD55,9 million). Cash flows improved as a result of tighter 

inventory control and rigorous expense management. Return 

on funds employed was at an all time high of 57,2%.

In view of the magnitude of the challenge, the performance 

by our teams was probably the best in our 13-year history.

Benchmarks 

Performance is benchmarked against history and budget. 

Year-on-year revenue and trading profit growth was generally 

in line with divisional expectations. 

Strategic dynamics 

The global financial crisis caught up with Australia in the 

final quarter of calendar 2008, when the economy shrank 

by 0,6% and recession was widely forecast. Instead, the 

economy grew by 0,4% in the next quarter, avoiding a 

technical recession. The federal government increased 

its spending and interest rates were cut (to 3% by May). 

Unemployment rose steadily, however. By June 2009, both 

business and consumer confidence had recovered slightly.

The emergence of China as the engine of economic growth 

across much of the region was showcased when China’s 

appetite for commodities revived, with almost immediate 

beneficial effects in Australia in the second quarter of 2009.

Industry dynamics

Official inflation averaged about 3% for the year, but ran 

at about 4% for our basket of products. Food inflation 

moderated from a year earlier and volatility eased 

considerably, curtailing trading opportunities. Job insecurity 

affected consumer spending and down-trading ensued, 

a development of some benefit to our QSR (quick service 

restaurant) division.

The strongest trend was toward at-home eating. Outlets 

dependent on tourist traffic and top-end hotels and 

restaurants were especially hard hit by consumer belt-

tightening. Eating out did not stop, but the number of eating-

out occasions dropped. 

 

Brand dynamics 

The business has always operated under the Bidvest identity. 

Sustained growth and our status as Australia’s only truly 

national foodservice company underpin positive perceptions. 

The Bidvest name means reliability, quality and value.

The value-for-money position is increasingly supported by the 

growth of our house brands which are marketed as quality 

products at competitive, value-for-money price points.

Operational dynamics 

The chief challenge was how best to react to significant 

changes in trading conditions at various stages of the year.
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From July to September, volumes remained high and the 

main pressure related to high fuel prices and the difficulty of 

attracting staff with appropriate skills in a full employment 

economy.

Between October and March, economic growth faltered, 

consumer and business confidence plummeted and 

consumers cut back. After March, the position became more 

stable and a measure of confidence returned.

Early action was taken to control expenses and improve 

efficiency. Some labour practices were streamlined, with full 

buy-in by employees as it was clear that redundancies and 

cutbacks were being avoided by seeking volume growth with 

a stable staff complement.

The trading environment underlined our value-add as the 

solution-finding partner of our customers. We grew market-

share at the expense of competitors as our clients adopted 

just-in-time ordering (made possible by the breadth of our 

range and efficient distribution systems).

FindFoodFast (FFF), our online ordering tool, continued to 

grow and by year-end accounted for a third of our business 

by value. Customers increasingly see the benefit of real-

time 24/7 stock availability and an open window on the full 

product range at their local Bidvest warehouse. Even the 

estimated time of arrival date on incoming warehouse stock 

is available to the customer via FFF.

New initiatives

No major capital expenditure programmes were launched, 

though a new distribution centre in Hobart, Tasmania, was 

nearing completion at year-end. The AUD5 million centre 

should be operational by September. 

An expansion project has also been launched at our Perth 

distribution centre as significant growth is being achieved 

by our teams in Western Australia.

A key focus area was investment to foster efficiency 

throughout our supply chain.

Our paperless warehouse management system went live in 

Sydney (Logistics), Brisbane (Meat Services) and Melbourne 

(QSR) and will roll-out in other centres in the coming year.

The efficiency quest is moving from the warehouse to the 

road. A pilot project is about to be launched to investigate 

the benefits of truck routing software. The smart system 

maps drops, sequences and schedules. Ours is a dynamic 

business. Optimal truck routing is difficult on a manual basis 

when the customer-base requires flexibility and adaptability.

Risks to the business 

These are little changed. Macro-factors such as lower 

consumer spending are the same for all business and are 

ameliorated in our case as food is an essential purchase.

Our broad range reduces the risk of a change in consumer 

preferences or movement from out-of-home to in-home 

eating. We serve the restaurant trade and hospitality industry, 

but our institutional business is not subject to the risk of a 

sharp downturn.

The risk of bad debt rises as the economy slows, but care is 

taken to manage our exposure. Our provisioning for doubtful 

debtors rose substantially in the year.

Organisational culture 

The decentralised Bidvest model and our culture of 

accountability encourage the development of teams that are 

quick to spot opportunities and identify potential problems. 

Pride in performance was evident in a year that might have 

proved difficult. Instead, continued growth was achieved, a 

notable achievement in trying times.

Future 

By year-end, there was a growing sense that a bottom had 

been reached and that Australia would return to growth, 

driven by rising commodity prices and orders. For the year 

ahead, revenue growth of 5% is forecast for the region while 

trading profit of around 10% is projected.

Long-term growth will be driven by our strategy of 

broadening our “centre-of-the-plate offering”. The intention 

is to significantly increase our penetration of the market for 

high value seafood, meat and other produce. Some early 

successes have already been registered. Our meat business 

is growing and we are confident that momentum will be 

maintained.
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BIDVEST NEW ZEALAND

Sustainable development

Training investments were maintained and continued 

emphasis was placed on initiatives to support local 

producers, improve energy efficiency and operate in an 

environmentally sensitive manner. We see implementation 

of the paperless warehouse concept (in partnership with 

Bidvest Australia) as win-win as it reduces paper usage while 

increasing efficiency. 

Performance

Businesses performed strongly. Revenue was 12% up 

to NZD431 million (NZD384 million). Trading profit of 

NZD19,6 million (NZD16,8 million) was up 16,6%. All 

divisions – logistics, fresh and foodservice – performed 

well and remained strongly cash generative. The year was 

arguably Bidvest’s best in New Zealand. Profit growth may 

have been greater in some previous years, but double-digit 

growth in such challenging times was remarkable.

Benchmarks

Benchmarking tends to be year-on-year, but increased 

information-sharing with Bidvest Australia will enable 

comparison of operational performance. Results were ahead 

of expectation.

Strategic dynamics

The country has endured six consecutive quarters of 

economic contraction and remained in recession, though 

government has cut taxes and increased infrastructure 

spending, turning a budget surplus into a growing deficit. 

Interest rates have also been cut to 2,5%. New Zealand’s 

large primary export sector has been affected by lower 

world dairy prices although this has been partly offset by 

the weaker New Zealand dollar. Business and consumer 

confidence remains subdued. 

Job security is the key factor depressing a resurgence in 

consumer demand. Although lower personal taxes and 

interest rates translate into greater disposable income, the 

prospect of future unemployment induces people to increase 

savings or reduce debt. Unemployment has increased to 

5% and is expected to reach 7%. 

Industry dynamics 

Like Australia, our sector is experiencing consumer down-

trading and a trend to at-home eating. Many food products 

are imported and food inflation moved higher as the 

New Zealand dollar softened. 

Brand dynamics 

The Crean name was discontinued in the first quarter. All 

vehicle livery, stationery, web pages and corporate identity 

items now carry the Bidvest name. A “big-bang” approach 

was taken and proved highly successful. The strength and 

impact of the branding have never been stronger.

Operational dynamics

In a lingering recession, all our customers are engaged in 

a search for savings and efficiencies. In recent years, we 

have stayed “on message” with a consistent theme – we are 

solution-providers rather than simple suppliers. This message 

struck home as never before. By combining technology with 

operational efficiency, we have delivered real and substantial 

operational cost savings to customers.
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Prompt delivery and the ability to deliver a comprehensive 

basket of goods in a single drop created competitive 

advantage and highlighted the benefit of recent investments 

in our logistics division.

The convenience of electronic ordering also came into focus. 

Approximately 30% of orders are now executed via this 

channel.

In an industry under pressure, our teams consistently grew 

market share.

New initiatives 

The development of a new South Island distribution hub 

in Christchurch proceeded as planned. The intention is to 

replicate the distribution successes achieved by our logistics 

operation in Auckland. Expansion of the Christchurch 

operation entailed an investment of NZD6 million.

A new greenfields distribution centre will be built in Tauranga 

in the coming year in order to move closer to a growing 

market and relieve capacity pressure from our Rotorua and 

Hamilton businesses.

New Fresh businesses are being set up within our 

foodservice operations in the smaller regions. The goal is 

to achieve national coverage in the coming year. 

The business has formed a close association with the youth 

development programme, Project K. The programme is 

designed to inspire 13- to 15-year-olds to reach their full 

potential through building self-confidence and teaches life-

skills such as goal-setting while promoting good health and a 

positive attitude to education. In addition to financial support, 

our staff are undertaking leadership training and becoming 

mentors to youth on this programme.

Risks to the business 

Risks are little changed. An extended recession obviously 

increases credit risk, but our controls remain rigorous. As 

suppliers of a comprehensive range to many categories of 

customer, the business has built-in balance. Pressure in one 

area is generally balanced by larger opportunities in another.

Certain risks are reduced. Higher unemployment means we 

can access a larger labour pool without large increases in 

training investment as many candidates come to us with 

requisite skills. As our customers are increasingly focused 

on basic food offerings, the already small risk of failing to 

anticipate food fashions recedes even further.

Organisational culture 

We are national operators, but are rooted in the communities 

we serve. We stay close to our customers and markets while 

drawing advantage from our access to Group resources.

Future 

For the next 12 months we have targeted trading profit 

growth of 10% off an 8% increase in sales. We believe we 

will continue to grow market share at the expense of local 

competitors that lack our range and ability to provide reliable, 

efficient service.

Our de-facto positioning as the efficiency partner of our 

customers gives us a platform for continued growth over the 

next three to five years.

The implementation of ongoing efficiencies will underpin the 

growth strategy. The paperless warehouse system pioneered 

in Australia is to be rolled out here. This is an early example 

of a process of two-way information and innovation sharing 

to be instituted with our Australian counterparts. Best 

practice and smart ideas will be exchanged in a continual 

search for efficiencies and service improvements.

ANGLISS SINGAPORE

The national economy was severely affected by the world 

financial crisis. In the final quarter of 2008, the economy 

shrank by an estimated 10%. All key sectors of the economy 

were affected, including tourism. Unemployment and 

retrenchments rose. The food industry was hit by a surplus 

of frozen poultry, pork and beef.

The business enjoyed an excellent first quarter, optimising 

trading opportunities while drawing benefit from food 

inflation. The rapid change in macro-conditions and the 

surplus in key food lines created a major challenge. The view 
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was taken that the market had undergone a fundamental 

change and that it was necessary to take a loss on 

inventory rather than maintain stocks at prices 30% above 

the prevailing rate. The view proved to be valid as market 

weakness continued well into 2009.

As a result of early action, sales volumes were maintained 

and a modest trading profit was achieved by year-end 

following a strong rebound in the fourth quarter. It was 

disappointing, however, that inventory write-downs and 

volatile exchange rates contributed to a 90% decline in 

profitability. Close to break-even was achieved on the 

greenfields operation launched in Kuala Lumpur, Malaysia, 

in August 2008. This is highly satisfactory as the business 

began from a zero base.

Macro-conditions remain challenging in the island nation, 

but inventory problems have been dealt with and a return 

to historical levels of profitability is forecast for 2010.

ANGLISS HONG KONG AND CHINA

As a major trading and financial centre, Hong Kong was 

badly hit by the global downturn and entered recession. Our 

local team did well to maintain stable sales volumes and 

trading profit. Overall results were satisfactory, despite the 

fact that our businesses in China and Macau came under 

increasing pressure. On the Chinese mainland we now have 

operations in Beijing, Shanghai, Guangzhou and Shenzhen. 

The mainland did not enter a recession, but GDP growth fell, 

as did demand for Western-style foods. Overall profitability 

was down 7,7% from HKD45,7 million to HKD42,2 million, 

a commendable achievement in a very tough market.

The environment was particularly difficult for our start-up 

operation in Macau. The Chinese government tightened 

visa requirements for Chinese citizens wishing to visit the 

city while the fall in global tourism curtailed demand from 

restaurants and hotels. 

The Chinese government’s stimulus package began to 

have an effect in the last quarter. Spending on infrastructure 

results in an influx of foreign engineers and specialists and 

is generally positive for suppliers of Western-style foods. 

Improved volumes and a return to profitability are projected 

for the coming year. 
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Bidfood

Highlights

�    Businesses demonstrated adaptability and resilience 

in a declining market with all categories in food 

channel under stress

�    Bidvest’s South African food businesses put in a 

resilient showing

�    Bidfood Solutions created to exploit opportunities in 

general foods sector

�    Revenue grew by 12,1% to R4 952,9 million from 

R4 418,9 million

�    Trading profi t rose 7,1%, up from R358,8 million to 

R384,3 million.
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Divisional contribution (%)

Trading profi t

7,5

Revenue

4,3

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

3 654

9 568

2 619

23,9

6,4

0

1 079 622

1 266

2 165

697 083

32 907

2 128 386

6 822 428

56 503

15,5

3 497

6 621

1 893

16,4

3,5

0

768 351

2 511

459

308 006

30 644

2 006 841

5 843 986

50 270

14,4

3 238

4 412

1 363

2,7

28,5

1

764 342 

74

* 

256 430

38 834

1 829 185

5 505 496

* 

* 

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant

Financial indicators

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue Revenue 

Trading profi tTrading profi t

Operating profi tOperating profi t

Operating assets perating assets 

Operating liabilitiesOperating liabilities

DepreciationDepreciation

Amortisation and impairments of intangible assetsAmortisation and impairments of intangible assets

Goodwill and intangible assetsGoodwill and intangible assets

4 952,9 

384,3 

384,3 

1 656,5 

889,1 

50,2 

2,9 

19,1 

4 418,9 4 418,9 

358,8 358,8 

358,8 358,8 

1 569,2 1 569,2 

859,7 859,7 

47,6 47,6 

3,2 3,2 

22,0 22,0 

 12,1  12,1 

 7,1  7,1 

 7,1  7,1 

 5,6  5,6 

 3,4  3,4 

 5,5  5,5 

 (9,4) (9,4)

 (13,2) (13,2)
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Strategic positioning

In a sometimes fragmented and localised market, we are 

differentiated by national reach, product quality, reliability, 

wide range and “grow-the-basket” opportunities that enable 

our customers to achieve efficiencies. Solutions such as this 

translate into enduring relationships.

Sustainable development

Caterplus is expanding their house brands to leverage 

competitive advantage from its high quality standards. 

Suppliers will be audited in a food safety and quality drive 

to establish industry leadership.

Advanced technologies pioneered at our Linbro Park centre 

have helped our new Cape Town distribution centre to 

reduce its carbon footprint. A specialist contractor now 

collects and processes Linbro Park’s solid waste to the latest 

waste-handling standards. 

Our pilot biodiesel fuel programme continues and we plant 

trees in our effort to achieve carbon neutrality.

The company suffered strike action during wage negotiations. 

Reinforcing our commitment to good industrial relations, we 

retrained all operations management in HR and IR skills. 

In partnership with the University of KwaZulu-Natal, a 

supervisor management training programme has been 

developed. The pilot programme began with 17 candidates.

Improved employee value systems (embodied in First for 

Service), tighter security and improved surveillance have 

cut the incidence of stock theft.

 

A black female national transformation manager now drives 

recruitment, training and development, and employment 

equity reporting. We have obtained our first separate 

Empowerdex rating. Additional sustainability information is 

available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/009.htm

 

Performance

Good results were achieved. Trading profit rose 13,1% to 

R203 million (R179 million). Continuing food inflation helped 

to drive revenue 10,8% higher to R2,7 billion (R2,4 billion). 

The division remained strongly cash generative thanks to 

continued focus on working capital management. Volumes 

were under pressure as the market contracted over the year.

Benchmarks

All business units develop a business plan. Performance 

is tracked against budget and prior year in a transparent 

fashion so all branches can benchmark themselves against 

each other. Numerous yardsticks are applied.

Incentives are linked to target achievement, though the 

weightings in each area are periodically adjusted to reflect 

strategic priorities. Sales were a focus area.

We fell marginally below financial budgets as the worldwide 

economic crisis deepened, though some teams did 

extremely well in difficult conditions. Despite a worsening 

economic environment, reductions were achieved in both the 

level of stock losses and the incidence of bad debt. Stock 

control improved, but we were still below target.

Strategic dynamics

Contraction of the South African economy in our second, 

third and fourth quarters had an immediate effect as the 

foodservice and hospitality industry is sensitive to general 

economic conditions.

CATERPLUS

Brent Varcoe, managing director, CaterplusHighlights

�     Trading profi t up 13,1% to R203 million with 

revenue 10,8% higher at R2,7 billion

�    Working capital focus ensures strong cash 

generation

�     Solution-based selling drives market-share 

growth in a shrinking market

�     Customers embrace our drive to improve 

effi ciencies by ordering more per drop

�     Regional structures rationalised

�     Blue Marine Cape and First Foods move into 

purpose-built Cape Town premises
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The weaker rand over the second and third quarters ensured 

continuing inflationary pressure on the imported element in 

some food categories while the benefit of the stronger rand 

in the last quarter was slow to come through.

Lower fuel prices were beneficial, though softer interest rates 

from December 2008 had little immediate effect.

The most significant macro-factor was the suddenness with 

which stricter bank lending criteria was applied. 

Industry dynamics

Bank facilities were abruptly reined in and many businesses 

compensated by looking for extended terms from their 

suppliers or unilaterally delayed payments.

Restaurant failures continued to increase over the year. 

Restaurant visits and spend per head declined while food 

inflation reduced margins because of the difficulty in passing 

on increases to the consumer. Despite mounting casualties, 

the restaurant market still appears to be over-traded and 

restaurant closures continued into mid-2009.

The hotel market remained under pressure, despite increased 

sports tourism. Bed-night gains attributable to incoming 

cricket, soccer and rugby fans were more than cancelled out 

by cutbacks in business travel. Conference cancellations also 

impact volumes.

Consumers not only cut down on restaurant visits, they also 

curtailed canteen visits. For industrial caterers, the return of 

the lunchbox drove down foot-traffic and the spend per head.

Food inflation eased only gradually, though food deflation 

was evident in certain categories; for example, fats and oils. 

Brand dynamics

We reacted to lower volumes by widening the range of house 

and exclusive brands such as Southern Seas, Pacific West 

and Simply Gourmet. The value offering of our house and 

exclusive brands contributed to high customer retention.

Plans to launch a new house brand – Cooking With – were 

nearing completion at year-end.

Our corporate brands such as Sea World, Chipkins, Blue 

Marine and First Food are long-established with a reputation 

for reliability, value and quality – key attributes as customers 

looked for savings in a tough market.

Operational dynamics

Volume pressures increased and margin pressure became 

intense, largely as a result of contraction within a highly 

competitive environment.

We offer the widest range in our industry. By focusing 

on a strategy of selling solutions to our customers, we 

were able to grow our market share and counteract falling 

volumes, despite a shrinking customer-base. The strategy 

was welcomed by many customers as they can achieve 

operational efficiencies through a relationship with a broadline 

supplier capable of meeting diverse needs on a single drop.

We increased the average value per delivery. Gross margin 

erosion could not be reversed, though the implementation of 

efficiencies enabled us to maintain our operating margin.

Credit management became key as industry insolvencies 

rose. Reductions to the customer-base caused by non-

payment or business failure created distribution challenges 

as routes had to be constantly changed to ensure delivery 

efficiency. The vehicle fleet was reduced by 10%. 

Sales teams were under pressure to sell more to customers 

in good standing as the customer list contracted with every 

passing month.

New initiatives

Cost control intensified and regional structures were 

rationalised. In the Eastern Cape, two operations were 

merged into one while in the Western Cape three units were 

merged into two consolidated operations.

The Blue Marine Cape and First Foods businesses 

moved into new purpose-built premises near Cape Town 

International Airport. Capacity at the new building has been 

greatly expanded.

Rationalisation and a freeze on new hiring led to a net loss of 

40 jobs. However, retrenchment programmes were avoided.

Risks to the business

Credit risk remains the major risk and increased provision for 

bad debt had to be made. Crime, specifically theft, is another 

major risk. Mitigation efforts are constant. 

Risk to margins posed by margin squeeze across the 

contracting industry is being managed by delivering efficiencies.

Organisational culture

The organisation is a decentralised, customer-focused 

business. The divisional office performs a support role to the 

business units and adds value through various centralised 

functional activities. Team spirit and communication are 

good. Our people take pride in pulling their weight and 

responding to challenging conditions.

Future

Lower interest rates have so far had little effect on consumer 

spending. But as job fears ease and the economy begins 

to recover, we look for some improvement; especially as 

the festive season approaches. The restaurant crisis should 

ease as the year progresses and the second half of the year 

should see improved trading running up to the World Cup.

We are cautiously optimistic that by half year we will have 

seen the worst of the economic crisis.
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Strategic positioning

In a market where many competitors simply take on the role 

of stockists and suppliers, Patley’s adds value as the brand-

building partner of brand principals. We provide ideas and 

market intelligence, optimising every opportunity to maintain 

or wrest category leadership.

Sustainable development

Patley’s has built its brand around quality. We comply with 

SGS inspection standards and the SABS standard for meat 

and fish products following quality programmes initiated well 

ahead of the Consumer Protection Act.

Talent retention remains a challenge. We have achieved 

55% black middle management through internal 

development, but unfortunately lost good candidates 

at senior management level.

Initiatives continue to reduce environmental impacts and 

the consumption of fuel, electricity and water. We invested 

R250 000 in energy-efficient warehouse lighting and now 

use recycled paper as normal business practice. Despite 

fitting trucks and commercial vehicles with tracking systems, 

fuel consumption has not fallen significantly. Monitoring of 

resource consumption will enable like-for-like comparisons 

next year. Additional sustainability information is available on 

the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/010.htm

 

Performance

Revenue increased by 8,9% to R547,8 million while trading 

profit dropped by 13,0% to R29,8 million. Cash flow is 

constrained by operational factors. Lead times are rarely 

below three months and payment prior to the arrival of 

shipments may be requested. As most items in the brand 

bouquet are imported, forward cover is necessary to manage 

foreign exchange volatility.

Benchmarks

Sales benchmarking is from a zero-base against various 

criteria, including region, city, town, customer and individual 

stores. Sales volume growth was generally satisfactory, but 

margins came under intense pressure.

Strategic dynamics

Macro-factors created a “Perfect Storm” of adverse 

conditions. We have contended with rand fluctuations on 

many occasions. The same is true of food commodity price 

increases, low economic growth and plummeting consumer 

confidence. On this occasion, all of these factors applied 

simultaneously while the degree of magnitude increased.

Industry dynamics

Inventory control and margin management were complicated 

by price volatility and the extent of foreign exchange and 

food price movements. At various stages, milk prices were 

up 60% while the price of rice went up 300%. Many prices 

doubled. Rand depreciation of 40% was followed by rand 

appreciation of 20%.

Consumers cut back; first by lifestyle changes (restaurant 

visits plummeted), then by trading down. Upper income 

groups – Patley’s underlying customers – traded down as 

well, confirming the extent of the recession.

In such circumstances, a business committed to the long 

term such as Patley’s becomes vulnerable to opportunistic 

importers that make speculative forays into brand categories 

without forward cover. Consumers rarely appreciate that 

long lead times translate into a slow rate of price correction. 

They pressure retailers who pressure suppliers, resulting in 

substantial margin erosion.

Masly Notrica, managing director, Speciality

SPECIALITY

Highlights

�      Revenue increases by 8,9% to R547,8 million

�    We lead the sector by providing international brand 

principals with data-mining capabilities

�     Efforts stepped up to ensure high on-shelf visibility 

and optimum in-store space

�     Aggressive promotions mounted 

and couponing campaigns launched

�     Demand tested for strategic move into 

convenience store market
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Brand dynamics

Perrier and Vittel replaced Evian in the brand bouquet. Arcor 

(sugared confectionery) was added. Relationships with brand 

principals were strengthened by making available precise 

sales statistics, sourced from the data-processing specialists 

at Synovate Aztec. We are the first importer and distributor 

in South Africa to provide international brand principals with 

data-mining capabilities.

Operational dynamics

Efforts were stepped up to ensure high on-shelf visibility 

and optimum in-store space. Aggressive promotions were 

mounted and we encouraged principals to engage in 

couponing campaigns that delivered unprecedented savings.

Sales volumes were maintained or grew on brands for 

which there were no cheap local equivalents. In other cases, 

significant price reductions were necessary to induce sales 

activity.

New initiatives

Costs were well managed, though two new investments 

were made.

We anticipate the purchase of additional multi-temperature 

trucks. Additions to the fleet are not only necessitated by 

volume growth. The opening of new stores by our customers 

and increasing road congestion also make the investment 

necessary. 

Investment was also made in staffing and delivery resources 

to support a strategic move into the convenience store 

market. There are now an estimated 2000 “garage stores” 

nationwide. In the final quarter, a Gauteng task team was 

assigned to test demand in these stores for impulse-

purchase items from our range. If the test proves successful, 

the initiative will be rolled out to other regions.

Risks to the business

Business risks – interest rates, currency movements, 

consumer buying preferences and the state of the economy 

– are well understood and managed by experienced 

executives well versed in the sector. Forward cover is taken 

as a matter of policy. That policy stays in place, despite a 

stronger rand.

Road and port congestion and the effect on fleet costs is a 

relatively new challenge. Warehouse-to-store delivery remains 

the norm in South Africa. Major retail groups are investing 

in centralised depots. Ultimately, this will help distribution 

businesses better manage fleet costs.

Loss of a brand principal remains a key risk. This is managed 

to some extent by the development of our own private 

brands. However, the risk of loss is best addressed by 

operating as a partner of the principal to achieve shared 

objectives. This is core competence at Patley’s.

Organisational culture

The culture is little changed. Speciality is a national distributor 

and industry leader, but it behaves as a family business. This 

is reflected in a stable staff complement. 

Future

Further deflationary pressure is anticipated in the first quarter 

of the new year. However, the extended lead times that 

contributed to pricing and inventory management challenges 

will soon have worked their way through the system.

Our entry into the convenience store market is expected to 

roll-out in the coming year. Early response was positive.

As economic pressures ease, consumer demand for quality 

foodstuffs is traditionally the first to recover.

All of these factors suggest there are prospects for renewed 

growth in 2010. Our target is a 10% increase in revenue 

and trading profit. In the medium to long term, we will look 

to maintain our record of doubling revenue every five years 

without acquisitions.
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Strategic positioning

Bidfood Ingredients has specialist, in-depth focus in every 

food ingredients sector and niche that we serve, creating 

a detailed knowledge-base that enables us to anticipate 

demands and provide insightful product solutions. In this way, 

we operate as a strong reliable partner of our customers, 

helping them provide more value to their own customers.

Sustainable development

Our new Makrosafe trademark is backed by stringent food 

safety and quality standards. We have created a food safety 

department headed by a doctor of food science, establishing 

a reputation for food safety that bestows competitive 

advantage. Customer audits confirm continuing improvement 

and we are working towards ISO 22000, regarded as the 

world’s most stringent food safety accreditation.

To foster skills development we have set up a chef school 

at the University of Johannesburg at a cost of R250 000.

Employment equity is a focus area in our drive to take 

our empowerment status from level 5 to 4. A consultant 

has been called in to help us draft and implement a new 

employment equity plan. Local teams have been made 

responsible for their BEE targets.

An HIV/Aids awareness programme revealed a prevalence 

rate of about 18%.

We have improved fuel efficiency in our logistics operations 

and are engaging with regulators to reduce pollution risks. 

Recommended changes were implemented by our Durban 

yeast factory before annual renewal of our effluent permit. We 

are working on recycling opportunities for this effluent. Waste 

recycling is being managed by an external consultant. Additional 

sustainability information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/011.htm

 

Performance 

Though the business was affected by higher debt provisions, 

a satisfactory trading profit was achieved of R152,1 million 

(2008: R144,5 million). Revenue was up 14,9% at R1,7 billion 

(2008: R1,5 billion). Cash flows remained strong.

Benchmarks

Benchmarking is generally based on set objectives, with all 

teams incentivised to out-perform targets. Benchmarks are 

set in numerous performance areas, including profitability, 

working capital management and return on funds employed. 

Operations engage in sales and efficiency drives, while 

specific customer groups receive focused attention.

With the exception of NCP, teams performed to budget in 

the first half, but trading conditions worsened as the year 

wore on and the effects of the economic downturn impacted 

negatively on trading volumes and led to isolated cases of 

bad debt.

Strategic dynamics

Previously high food inflation was followed by lower inflation 

and deflation in some food groups. Another key change 

was the switch from persistent rand weakness to second-

half rand strength. The rapid change in credit conditions 

had severe impact. As banks curtailed facilities we applied 

rigorous credit control and stopped supplying some 

customers.

Industry dynamics

De-stocking became a challenge. In the slowing economy, 

consumers became cost-conscious and traded down. The 

impacts are cushioned at Bidfood Ingredients as we supply 

customers that draw benefit from the focus on staples and 

affordable options, enabling us to offset any fall in demand at 

the other end of the spectrum. We maximise opportunities 

by developing new products while offering solutions to 

Charles Singer, chief executive, Bidfood IngredientsHighlights

�    Satisfactory trading profi t while cash fl ows 

remain strong

�    International partnerships widen

�      New Bidfood Solutions unit launched

�      Chipkins and Crown National maintain growth

�     Momentum maintained after bakery 

ingredients turnaround

BIDFOOD Ingredients



The Bidvest Group Limited Annual report 2009 93

customers feeling the impact of market change. A knock-on 

effect that cannot be avoided is price sensitivity as it affects all 

customers. Margin pressure increased throughout the year. 

International supplies compound the inventory management 

challenge as lead times can extend up to 16 weeks. 

Deflationary pressure increased our focus on stock control. 

Brand dynamics

Our brand bouquet widens constantly. For us, brand 

management is a function of reputation management as 

major local and international food companies deal only with 

trusted, ethical and quality-driven suppliers.

Our international reputation assures growing access to 

world brand leaders and late in the year we became 

distributors of the Cargill range of speciality solutions to food 

manufacturers. We also became technology partners of 

AB Mauri (yeast and bakery ingredient leaders). 

Operational dynamics

Our business has three main operational units: Crown 

National (suppliers to the meat and poultry sectors), 

Chipkins Bakery Supplies (suppliers to the baking industry) 

and NCP (a manufacturer and distributor of yeast products). 

Bidfood Technology (the technical division) supports all 

operations and was expanded to include an innovation unit 

to develop new products and add value to customer service. 

Another division, Bidfood Solutions, was created towards the 

end of the period with the task of increasing our penetration 

of the general foods sector. 

NCP faced abnormal price increases as a result of the 

shortage and pricing of molasses (a key raw material in yeast 

manufacturing) and was impacted by substantial margin 

pressure.

Momentum following the turnaround in the bakery ingredients 

was maintained. Product innovation also supported Chipkins’ 

growth.

Crown National achieved continued growth in the meat and 

poultry segments and expanded its range, with greater focus 

on specialist areas such as the home replacement meal 

market.

New initiatives

Our growing niche focus has created competitive 

advantage as we have the resources to add in-depth value 

in specialist areas. Niche focus was supported by new 

product development. This effort extends across the whole 

business and includes ingredients for bakeries, new meat 

solutions, home meal replacements, seasonings flavours and 

ingredients for the general food sector.

To support the innovations strategy R&D spend was primarily 

focused on human capital. Food safety and the supply of 

quality product remain key focus areas. The food science 

team give added momentum to this customer-service effort.

Risks to the business

Credit risk became our key challenge and required 

heightened vigilance and strict controls.

The effect on NCP of raw material shortages was a reminder 

that prices can rise suddenly in areas over which we have 

little control. Extensive supplier relationships are helpful, but 

the risk cannot be completely avoided.

The new Consumer Protection Act highlights growing food 

safety and quality concerns. These risks can be addressed to 

some extent by ongoing investment in food safety and quality 

assurance. We continually step up our investment in people 

and systems. Our strength in this area has become a source 

of competitive advantage. 

Organisational culture

Our teams are proud of their position as leaders in the food 

ingredients field. They work hard to maintain this position 

while staying approachable and informal.

Both product integrity and personal integrity are crucial in our 

business. Standards are high, and that’s how our people like 

it. Staff turnover is low.

A participative management style applies across the 

organisation. 

Future

We plan on continued growth and will target a double digit 

increase in trading profit and revenue in the coming year.

We foresee profit growth at similar levels over the next 

three to five years. We will continually focus on improving 

efficiencies and innovation as we invest in quality people 

and processes. However, we foresee continuing returns as 

we look to expand our general foods capability and obtain 

further benefit from our niche focus.
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Review of operations

Bid Industrial and 

Commercial Products

Highlights

�    Businesses strongly cash generative and debtors’ 

management improves

�    ERP system implementation promises more 

effective administration and logistics

�    Increasing focus on Voltex private brands in drive 

to combat cheap imports

�     Specialist in paper-based information management 

systems acquired as core of new Waltons filing 

division

�    Remaining 24% stake purchased in cable 

distributor Versalec

�    Research shows Waltons is country’s 

best-known brand

�    Kolok achieves exceptional growth

�    New product lines in development for new era 

of costly electricity
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Divisional contribution (%)

Trading profi t

11,5

Revenue

8,1

Myron Berzack, chief executive

Financial indicators 

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

9 290,9 

592,7

594,2 

3 179,2 

1 324,4 

71,3 

24,5 

88,6 

9 403,0 

790,1 

788,6 

3 683,7 

1 520,8 

64,1 

25,4 

80,7 

 (1,2)

 (25,0)

 (24,7)

 (13,7)

 (12,9)

 11,2 

 3,5

 9,8 

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

7 428

11 927

1 605

20,6

9,23

0

6 535 413

3 008

1 483

134 736

29 035

4 794 263

3 876 020

51 013

6,9

7 536

12 931

1 716

24,5

17,6

2

2 956 234

6 152

3 868

146 723

33 796

4 017 638

3 544 257

55 379

7,3

7 569

18 710

2 472

37,2

10,1

1

2 344 960 

3 672

* 

34 227

12 256

2 093 081

2 877 654

* 

* 

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant
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Strategic positioning

The common positioning of all businesses in a diverse division 

is one of quality, value, needs anticipation and ready availability 

of products and services across a broad national footprint.

Sustainable development

Our employment equity plans show commitment and 

progress. However, skills development scores remain below 

target. Our companies are responding to the need for 

management training, with special focus on high potential 

managers below the age of 40. Practical, job-related training 

is coming to the fore to ensure trainees feel immediate 

benefit in their working lives while simultaneously delivering 

tangible benefits to their operations.

The campaign to register suppliers for procurement rating 

purposes is ongoing. 

Our businesses are OHASA-compliant. Health and safety 

officers are present at every site and report key performance 

indicators to health and safety committees at branch, 

company and divisional level.

Implementation of a new enterprise resource planning system 

promises more effective administration and logistics.  

Sustainable office furniture manufacturing is gaining 

momentum at Seating, CN Business Furniture and Waltons. 

Waltons’ suppliers have integrated ISO 9001/2000 quality 

management, ISO 14001 environmental management and 

ISO 18001 health and safety management systems.

Seating’s chairs are 95% recyclable. No glues and resins are 

used during assembly and no toxic emissions occur. To reduce 

shipping costs, products are assembled at the closest point of 

sale while storage efficiencies have reduced weights by 25%.

CN Business Furniture launched South Africa’s first green 

desk, using board that meets the highest European 

environmental standards. 

Voltex plans to promote energy saving/replacement through 

numerous new technology solutions. Additional sustainability 

information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/012.htm

Performance

Overall performance was extremely disappointing. Few of 

the division’s financial targets were achieved. Revenue was 

1,2% lower at R9,3 billion (R9,4 billion). Trading profit fell by 

25% to R592,7 million (R790,1 million).

Businesses became strongly cash-generative and debtors’ 

management improved, with teams working hard to deliver 

savings and efficiencies.

Recessionary factors had particularly severe effects on the 

performance of our electrical wholesale division and furniture 

businesses.

Benchmarks

Budgets are prepared by each branch or individual operation 

and consolidated throughout the business up to divisional 

level. The key yardstick is the pattern of previous years. 

No blanket targets are set. Each operation is considered 

individually and appropriate goals agreed. Visibly fair goal-

setting is crucial as the division has a strong incentivisation 

culture.

Benchmarking against industry or international norms is 

also undertaken. For example, a business such as Afcom 

scrutinises the performance of listed companies in South 

Africa’s packaging industry while tapping information from its 

international brand principals.

With the exception of Kolok, revenue and profit goals for 

the year were not met, though some businesses put in a 

strong first quarter performance. In many cases, expense 

management targets were either met or exceeded.

Strategic dynamics

The international financial crisis hit home in October, when 

volumes fell across the business. Extreme falls in metal prices 

had a particularly severe effect as Voltex, a major contributor 

to profit, is vulnerable to sudden shifts in the copper and 

steel price. Both are denominated in US dollars. This means 

another variable, the rand-dollar exchange rate, has material 

effects on margins.
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Plummeting business and consumer confidence also 

contributed to deteriorating performance. Official figures 

detailing South Africa’s descent into recession confirmed the 

experience of all business units that demand was depressed 

in both the business-to-business and business-to-consumer 

environments. 

Interest rate cuts were not early enough or steep enough 

to prompt increased second-half spending. Towards our 

year-end, some commentators pointed to “green shoots” 

of recovery. These were not apparent at an operational level. 

Trading conditions remained under severe pressure.

Industry dynamics

The principal factor influencing the electrical equipment 

supply sector is the copper price. This fell from 

R63 900 a tonne in June 2008 to R38 306 a tonne in 

June 2009. The intra-year low of R30 644 a tonne occurred 

in January. Trading opportunities created in previous years 

by a strengthening trend fell away. Simultaneously, demand 

from many contractors fell. Private-sector infrastructure 

development contracted by more than 60%.

At the same time, reduced industrial output and lower levels 

of mining activity eased pressure on Eskom capacity, creating 

short-term electricity supply “security” for South African 

businesses and consumers. The result was an immediate 

drop in demand for energy-saving solutions and products.

The furniture, stationery and packaging businesses were 

affected by lower consumer and corporate spending and 

contraction in the manufacturing sector. Despite these 

pressures, stationery operations performed well.

Lower inflation and, in some cases, the onset of deflation 

encouraged de-stocking by many customers, while a 

stronger rand in the second half prompted opportunistic 

importers to bring in specific lines at reduced prices, creating 

further margin squeeze. 

Brand dynamics

Brand strategy is based largely on the strength of our 

corporate brands. Voltex consolidates four previously 

well known electrical trading and supply companies, but 

in recent years the Voltex name has come to the fore 

and is synonymous with SABS-compliant quality, value 

and reliability. After successfully establishing the strength 

of the Voltex name, increasing emphasis is given to the 

development of Voltex private brands. This is a key element 

in the divisional strategy for combating cheap imports.

Afcom manufactures and distributes under licence the 

products of the world’s leading suppliers of strapping, 

fastening, packaging and associated solutions, including 

brands such as Signode, Strapex, Ramset and Sellotape.

Our furniture and stationery business is driven by the most 

respected brands in South Africa. Recent research showed 

that Waltons is the best known brand in the country. 

A company such as Kolok is the trusted supplier of the 

HP consumables range. 

Quality and value for money are central to the division’s value 

proposition and are demonstrated by our brand bouquet.
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Operational dynamics

Motivation of branch personnel in an extremely testing 

environment became a priority as the year progressed. 

As a result of copper price weakness, dealing with 

substantial and sudden price deflation became the focus 

area for Voltex. Stock write-downs were unavoidable as the 

copper price continued to decline. This helped to combat 

sagging branch activity levels.

Retrenchments were avoided at Voltex by hiring only 

when absolutely necessary. In some other businesses, 

retrenchments occurred.

Credit management became another focus area.

Capital and operational expenditure were strictly controlled, 

though training investment was maintained.

New initiatives

The major initiative is the development of a new 

ERP solution. The system has been scoped and specified. 

Preparations are under way for roll-out across Voltex. The 

Waltons initiative is nearing completion, with Gauteng, 

Namibia and Free State about to come on line.

Business conditions delayed the implementation of the Voltex 

Solutions initiative, but the model has been developed and 

staff buy-in obtained for a radically different approach to 

marketing of electrical equipment and expertise. Increasingly, 

the role of the traditional “order-taker” will be supplemented 

by the proactive solution-provider able to offer turnkey 

solutions from project design to project completion. Voltex 

Solutions will drive this approach.

Voltex continually monitors the development of new 

technology. To this end, an agreement has been reached 

with an overseas research and development concern for 

the licence, distribution and further development rights to 

a computerised energy management system. The system 

ensures energy is used to optimum efficiency in residential 

and commercial installations. It is envisaged that this 

system will result in the “pull-through” of additional product 

offerings.

Implementation of Eskom’s latest tariff increases will sharpen 

retail demand for this Voltex range extension. 

Optiplan, a Johannesburg-based specialist in paper-based 

information management systems, has been acquired and 

will form the core element of a new Waltons filing division. 

Optiplan already has national reach, facilitating the roll-out 

of the new offering across the Waltons footprint.

The remaining 24% stake in Versalec, the Gauteng cable 

distributor, has been purchased; completing a highly 

successful acquisition.

New branches were opened at Kolok Polokwane and Voltex 

Overstrand and Voltex Brackenfell. Waltons opened three 

branches in the Western Cape, one in KwaZulu-Natal, one 

in Eastern Cape and one in Free State.

No new divisional structures were introduced, though our 

businesses have become leaner as a result of staff attrition, 

the managing down of inventories and the concentration of 

resources on activities offering most opportunity.

Risks to the business

Credit risk rises in line with insolvencies. However, our 

businesses have robust processes in place. A risk of 

mounting concern is syndicated theft. Many of our 

businesses maintain stocks of high value items of relatively 

small size and low weight – prime targets for criminal gangs. 

We have stepped up our security measures. Dismissals for 

dishonesty rose sharply during the year.

Metal price and currency fluctuations are an abiding concern. 

Experienced management mitigates rather than eradicates 

the risk. Adverse consequences are most severe when one 

long-term trend reaches a tipping point and another trend 

in the opposite direction takes hold. This occurred towards 

the end of calendar 2008, putting pressure on margins while 

heightening the inventory management challenge.

The recession introduced new aspects of “people risk”; 

specifically, talent retention. On the face of it, rising uncertainty 

about job prospects in deteriorating business conditions would 

seem to discourage job-hopping, especially when staff can 
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continue to benefit from training and development. Yet we 

continue to lose some experienced staff.

One reason was the high level of incentivisation within our 

division. The variable portion of a staff member’s pay can 

be quite high. When business conditions deteriorate, so do 

opportunities to earn performance bonuses. This reduces net 

take-home pay. In these circumstances, staff taking a short-

term career view may see financial advantage in a move to 

a competitor offering a high basic wage with a low bonus 

component.

Ways of responding to this challenge are being considered.

Technology risk for us is principally a matter of correct 

ERP selection and implementation. We take a painstaking, 

step-by-step approach to ensure we adopt simple, flexible 

systems that can do today’s job while looking forward to 

tomorrow’s possibilities.

Organisational culture

Despite such challenges, ours remains a highly 

entrepreneurial and incentive-based culture. Our business 

covers numerous sectors – electrical product manufacture 

and distribution, appliances and services, office furniture 

manufacture and supply, stationery, packaging enclosures, 

catering equipment and sewing and embroidery machines. 

The common characteristics are a strong work-ethic and 

pride in performance within one’s own niche. Our businesses 

are often industry leaders and our teams push hard to stay 

at the forefront of developments.

Future

A new future is unfolding in every industry in which we are 

engaged. We not only have to learn to survive fast-changing 

conditions, but how to thrive. The future belongs to the fast 

learners. 

Paper-based information management and filing solutions 

have been identified as a growth area.

New opportunities will open up as South Africa enters the era 

of costly electricity. Appropriate product lines are already in 

development. In skills-starved South Africa, turnkey solutions 

are highly attractive. Voltex Solutions is ready to pursue this 

opportunity.

We will also remain alert for new acquisitions as value 

opportunities may occur in such a challenging business 

environment.

A recovery of copper prices in the early weeks of the new 

period may create renewed trading opportunities, while 

our furniture businesses are hopeful that their markets will 

strengthen off their current lows. 

A difficult first half is in prospect, though business conditions 

are expected to improve in quarters three and four. For the full 

year, the division will seek revenue growth of marginally above 

10%, with trading profit up by a similar amount. 

Forecasting over a longer time-span is difficult in view of 

volatile conditions and continuing changes to the business 

climate.

VOLTEX ELECTRICAL DISTRIBUTION

The general deterioration of business conditions put 

our customer-base under pressure; especially mining 

where expansion plans went on hold in the face of falling 

commodity prices. The construction sector was also hit. 
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Some low-cost residential developments continued, but 

other projects stalled as the value of approved building 

plans fell by 40%. Commercial developments were focused 

on smaller niche centres. Some benefit was derived from 

infrastructure projects connected to Gautrain and the 

World Cup, but concern is mounting about the projects 

pipeline post-2010.

Falling demand and the depressed copper price led to write-

downs on copper-related product lines totalling R34 million. 

Competitive pricing enabled branches to keep trading. Stock 

management became crucial. Stock levels had been reduced 

by R200 million by year-end.

Debt collection was also stepped up and debtors fell by 

approximately R200 million. Vigilance will be maintained. 

Many contractors have difficulty meeting their obligations. 

Our credit hand-overs are up 55% year-on-year. 

Training efforts were intensified. Added attention was paid to 

computer familiarisation ahead of ERP implementation and 

operational subjects such as delivery administration, selling 

skills and warehouse issues.

Many manufacturers have moved to short-term working, 

constraining demand. Copper prices stabilised toward 

year-end and teams were poised to seek new growth. The 

effort will be spearheaded by Voltex Solutions, the proactive 

provider of complete turnkey solutions. The in-house Voltex 

LS brand is well placed to benefit from this strategy. Export 

potential into Africa will receive close attention.

BERZACKS

The demand for industrial sewing and embroidery machines 

and related items was severely impacted by recession and 

the crisis in the manufacturing sector. Expenses were tightly 

controlled.

EASTMAN STAPLES

The division’s UK sewing machine supplier was also affected 

badly by deteriorating business conditions. The British 

economy was among the worst hit by the international 

economic crisis. Any recovery in this business will be slow.

CATERING EQUIPMENT

Vulcan Catering Equipment

The business fully exploited business opportunities in the 

first half of the year. Demand was underpinned by new hotel 

openings and the expansion of existing facilities ahead of 

major sporting events in 2009 and on the run-up to the 

World Cup. Orders slowed in the second half, but Vulcan still 

managed to increase trading profit as a result of production 

efficiencies and strict expense control. The result was 

pleasing in view of growing pressure on customers in the 

hospitality industry. 

STATIONERY

Waltons Stationery Company

Many stationery items are non-discretionary, but the business 

could not escape the slowdown in consumer spending and 

tight expense management within the commercial sector. 

These effects were especially noticeable in February after the 

back-to-school season. In this environment, the business 

performed well to achieve revenue and trading profit growth. 

However, margins were under strong pressure.

A number of store refurbishments and openings, completed 

at the end of the previous financial year, pushed expenses 

higher. A moratorium was imposed on major capital 

expenditure. Cash generation improved.

The integration of a new filing division will enable us to offer 

an even larger “basket” of goods to our customers in 2010. 

Interest rate cuts have made little impression on consumer 

spending and the retail industry will remain under pressure. 

Our expenses are well controlled, creating a platform for 

some growth in the next 12 months.

 

Kolok

The business put in an outstanding effort, achieving 

exceptional growth. All revenue and trading profit targets 

were achieved.

Performance was driven by the strong marketplace position 

of Hewlett Packard products and consumables. The weaker 

rand in the first half of the year helped the business protect 

margins.
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Despite additional expenses through store relocations and 

branch openings, expense increases were contained.

The business was a victim of syndicated theft. After one 

investigation, 22 staff members were dismissed. Anti-theft 

controls and more stringent audit processes have been 

implemented.

Business challenges mounted as the year progressed and 

reduced retail demand became evident. The stronger rand 

was also negative and the team did well to maintain first-half 

momentum.

OFFICE FURNITURE

CN Business Furniture

Reduced corporate spending led to sluggish sales and 

created overstocked situations. It became a priority to 

move stock on hand and rightsize stockholdings.

In the face of falling demand, retrenchments became 

unavoidable and affected all staff grades, including 

management.

Difficulties with ERP implementation and operational 

problems at the main Gauteng distribution warehouse 

created further challenges.

Dauphin

The division’s specialist provider of office furniture solutions 

to the corporate project market faced a tough year. Many 

projects were postponed, cancelled or downscaled. The 

sector is highly cyclical and the general environment 

continues to give concern. However, by year-end there were 

some indications that project demand may revive in 2010.

Seating

The strategic challenge remained the rebalancing of the 

business to obtain the most beneficial mix of import activities 

and local manufacture. In the first half, a weaker rand and the 

desire to protect local jobs argued in favour of a tilt toward 

local activities.

Subsequently, the rapid contraction of the local economy 

resulted in significant over-capacity in our factories.

As new orders tailed off, short-time working was 

implemented. Other rationalisation initiatives were under 

consideration as a difficult year came to an end.

PACKAGING CLOSURES

Afcom

A shrinking manufacturing sector and the knock-on effects 

from an embattled consumer economy were negative for 

the business. The effects of the slowdown in the motor 

and steel industries were particularly noticeable. In these 

circumstances, Afcom did well to achieve a small measure 

of growth.

Deflation impacted margins as management put increasing 

emphasis on cost controls and revenue management. The 

breadth of our range provided some respite as on occasion 

we could offer alternative products to price-sensitive 

customers.

Trading conditions remained depressed at year-end. In 

macro-terms, the call on our brand’s fastening and closure 

products is beyond our control as activity levels within 

the commercial and industrial sectors drive demand. 

Management focus is therefore fixed on the things we can 

control – levels of motivation within the sales force, margin 

management, cost and credit control, purchasing and 

inventory management.

Lower overheads create a basis for some profit growth, but a 

robust recovery is not anticipated. Difficult trading conditions 

may create value opportunities as some industry members 

struggle to adapt to the new environment. We continue to 

stay alert for suitable acquisitions.

Buffalo Executape

Strong sales growth could not be maintained because of 

adverse trading conditions in our core industrial market 

and across our recently introduced retail range. Many 

manufacturing customers went into survival mode. Official 

statistics showed that South African manufacturing 

improved in May after 10 consecutive months of decline. 

Manufacturing activity is still down at 2004 levels, suggesting 

it will be some time before previous volumes can be 

achieved.
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Review of operations

Bidpaper Plus

Highlights

�       Creditable performance in adverse conditions 

with trading profit of R222,8 million

�    Voter registration form contracts won in DRC 

and Tanzania

�     New business gains in wine and pharmaceutical 

industries

�     Positioning success as the trusted time-critical 

print partner of sports event organisers

�    Partnering and consultancy platform gains 

momentum

�    Silveray investment helps us regain stationery 

leadership
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Divisional contribution (%)

Trading profi t

4,3

Revenue

1,7

Neil Birch, chief executive

Financial indicators

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

1 933,4 

222,8 

222,8 

994,3 

358,7 

43,3 

2,8 

124,7 

1 937,4 

220,2 

154,9 

895,4 

300,4 

33,3 

2,3 

113,3 

 (0,2)

 1,2 

 43,8 

 11,0 

 19,4 

 30,0 

21,7

 10,1 

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

4 261

2 250

528

22,8

5,6

0

601 781

881 

2 800

120 886

35 448

424 325

328 745

37 430

8,8

4 281

6 580

1 537

29,5

12,1

0

326 712

2 354

2 800

91 326

33 488

620 530

324 183

34 976

8,2

4 659

3 092

664

39,5

37,2

0

431 485 

1 768

* 

* 

16 762

654 865

274 229

* 

* 

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant
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Review of operations – Bidpaper Plus

Strategic positioning

As South Africa’s largest supplier of print, packaging and 

mail services and stationery products, Bidpaper Plus has 

the skills and capacity to assist any customer. The business 

increasingly engages with customers in a joint-quest for cost-

effective solutions. 

Sustainable development

We provide modern and safe working environments, strictly 

observing regulations on the use and disposal of inks, 

chemicals and harmful materials. Emissions are monitored 

and corrective action taken. There were no significant work-

related incidents.

Renewed emphasis was given to HIV/Aids awareness. 

Senior managers gave a lead in a “Know your HIV status” 

campaign. A life skills programme is helping employees with 

household budgets and financial management. Staff can also 

consult debt counsellors.

Following the collapse of the print industry SETA, we 

increased our training investment to R3,5 million and 

appointed a highly qualified technical training officer to 

our training academy. Employment equity across senior 

management remains a BEE focus area.

Procurement from BEE-rated suppliers rose to 

R601 million from R326 million. This is more than half our 

local procurement spend. 

We appointed a waste recovery contractor to collect, sort, 

recycle and dispose of all solid waste responsibly. Our waste 

stream is measured, providing us with certificates showing 

the proportion of waste to landfill versus recovery.  

In view of the high carbon footprint of fast-food industry 

packaging we are investigating the development of 

compostable packaging for local launch. Additional 

sustainability information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/013.htm

 

 

Performance

A creditable performance was recorded in extremely 

challenging conditions. Revenue was flat at R1,9 billion 

(2008: R1,9 billion) and trading profit marginally higher 

at R222,8 million (2008: R220,2 million).

Expenses were well managed and our businesses remained 

strongly cash generative.

Benchmarks 

Benchmarking takes two forms – versus international best 

practice and against process management targets set at 

operational level.

Bidpaper Plus is South Africa’s stakeholder in Eforma, an 

international association of communication industry leaders 

based in Switzerland. Members from 21 countries share 

information on profitability, quality, management information 

issues and market trends. Comparison against world norms 

confirms that Bidpaper Plus is a consistent leader in terms 

of profitability and expense management.

International information-sharing not only enables 

measurement against global benchmarks, it sounds an 

early alert. For example, our interpretation of leading-edge 

experience with digital colour technology was that early 

adoption was a risk. We delayed adoption. Global experience 

then indicated that the technology added most value in the 

area of sheet-by-sheet personalisation on mail runs. This has 

become a profitable area for our business, largely because 

early loss was minimised.

Hard-and-fast process management targets are difficult to 

set because job specifications vary on each production run. 

Climatic conditions can also affect quality and throughput. 

Within these constraints, benchmarks are set locally on all 

processes, covering waste factors, running speeds, plate-

making and quality. Variance from local norms is strictly 

controlled.

Performance against cost control benchmarks and local 

operational benchmarks was satisfactory. However, we fell 

below both revenue and trading profit targets for the year as 

the severity of South Africa’s recession was not anticipated.
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Strategic dynamics 

For much of 2008, the South African economy appeared to 

be only marginally affected by the world economic crisis and 

our businesses put in a strong first-half showing. Consumer 

belt-tightening and plummeting business confidence had a 

material impact from the end of calendar 2008. The slump in 

retail spending and the decline in manufacturing was severe.

Industry dynamics 

De-stocking set in during the division’s third quarter and 

became a major challenge.

With inflation tending lower, fuel costs down and the 

economy under pressure, customers looked to us for pricing 

restraint, but South Africa’s paper supply duopoly instituted 

significant price increases at a time when rand volatility 

complicated the task of sourcing overseas supplies. Margins 

came under increasing pressure.

Traditionally, a presidential election is good news for the 

printing industry as political parties, state agencies and other 

bodies place substantial orders for election materials and 

posters while advertising spend increases. Our business felt 

almost no benefit during the South African elections as those 

placing orders applied their own print procurement criteria 

with focus on black ownership. Broad-based black economic 

empowerment credentials were largely ignored.

We stepped up export efforts in the realm of election support 

as this is an acknowledged strength and won the United 

Nations Development Programme (UNDP) contract for the 

supply of voter registration forms ahead of elections in the 

Democratic Republic of Congo.

Work for international agencies is largely recession-proof and 

towards year-end we tendered successfully for the UNDP 

Tanzanian voter registration contract. These successes could 

not cushion the full effects of falling local demand. Lower 

manufacturing and export output hit demand for packaging and 

labelling solutions. Big cuts to marketing budgets and reduced 

spending by large retail groups also had a material effect.

We responded to industry pressures with a “big-basket 

strategy”, suggesting alternative solutions across all the 

division’s technologies and skill-sets whenever a contract or 

relationship was under threat in any area.

Brand dynamics 

Within our stationery business, the rebranding of Croxley 

is complete and its position as sector leader has been 

entrenched. In the business-to-business environment, 

“Lithotech” is a strong brand after many years as a printing 

industry leader and innovator. The strength of the name is 

reflected by its use as a prefix for a specialist high-volume 

mail business such as Lithotech Afric Mail.  

We couple premium and competitively priced brands; for 

example, Croxley with Lion and Top Form with Econo Form. 

The strategy is made possible by the breadth of our range 

and positions us as a responsive supplier able to offer a full 

spectrum of solutions. 
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Review of operations – Bidpaper Plus

Operational dynamics 

In South Africa’s worsening economy, utilisation levels fell to 

40% in some operations. Staffing levels had to be cut back, 

though this was normally through non-replacement. Short-

time working became common.

Unfortunately, retrenchments were unavoidable in one of our 

Cape Town printing plants and the Johannesburg-based 

label paper manufacturing operation. Fifteen jobs were lost.

Customer resistance to price increases was intense and 

margin management became a focus area.

To counteract pressure on volumes, every opportunity had 

to be optimised and businesses achieved some notable 

successes in a challenging environment; for instance, the 

quest for replacement business in the labels field, with new 

contracts being secured for wine label production. New 

business was also won in the pharmaceutical industry.

Optimisation of the Confederations Cup opportunity was a 

priority. Competition is intense for soccer ticketing contracts, 

keeping margins slim. We changed our focus to hospitality 

packages, VIP packs, mail pieces, info packs, personalised 

identity packages and their various components. This helped 

us maintain volumes at acceptable margins.

The strategy also helped us position ourselves as the trusted 

time-critical print partner of event organisers and sports 

promoters. On the run-up to the Confederations Cup kick-

off we demonstrated our ability to meet new demands or 

changes in job specifications at short notice. The positioning 

will be crucial as we look to maximise opportunities flowing 

from the FIFA World Cup.  

New initiatives 

The search for new or replacement business prompted 

a review of skills sets to see what additional products or 

services we could offer our broad customer-base.

Procurement skills are implicit within a solutions-based 

printing and related products business that sources various 

consumables and develops relationships in many industries. 

We therefore promoted our procurement service, going 

beyond printed materials to items that may or may not 

involve a printing solution, including protective clothing and 

even cups and saucers.

To further develop our partnering and consultancy platform, 

we introduced our Smartpaper website. The site invites 

visitors to get in touch with Lithotech if they are concerned 

about cost pressures in the paper and printing industry. Our 

consultants make clients paper-smart while saving them 

money. We not only highlight ways of reducing printing costs 

through access to our advanced processes, we can use 

our warehousing and distribution capacity to increase cost-

efficiency.

We continued to grow the market for full-colour digital 

personalisation of mail-pieces, especially for high-end work. 

In the two years since we introduced this technology, we 

have established ourselves as industry leaders. Our ability 

to engage in dynamic composition on the fly when working 

on high-volume direct mail runs allows us to achieve unique 

differentiation for many categories of customer. Significant 

new business gains were achieved, including a contract for 

mailing solutions for Johannesburg metropolitan council.

The recapitalisation of the Silveray factory achieved the 

anticipated benefits and helped us restore our leadership 

position in the stationery business. The advantages of our 

new technology were evident in a successful back-to-school 

season.

To support our one-stop positioning we established a small 

polypropylene extrusion factory to produce transparent 

sleeves, wrapping and file dividers. The plant uses locally 

produced raw polypropylene rather than imported material. 

Polypropylene is more environmentally friendly than plastics.

The acquisition of Pretoria Wholesale Stationers at the end of 

the period will strengthen our position in major metropolitan 

markets.
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Risks to the business

Insolvencies moved higher as the economy contracted, but 

our debtors’ book is well managed and credit risk is well 

controlled. Currency market risk has increased as we look 

to win export orders to compensate for a sluggish domestic 

market. It is our policy to buy forward cover.

Technology risk is well managed via Eforma.

The major long-term risk remains limited access to skills 

as industry-wide training has collapsed. The problem is 

not critical at the moment because of falling demand, but 

remains a strategic concern. 

Organisational culture

The resourcefulness of local teams came under the spotlight 

in a difficult year. Our people are adaptable and resilient. 

Their ability to innovate and create new solutions for 

customers created competitive advantage.

Future

A challenging first half is in prospect. Improvements in 

volumes and utilisation are anticipated in the third and fourth 

quarters. The World Cup effect will be positive for several 

businesses. Export efforts into Africa and the international 

project market also look promising. We believe a single 

digit percentage increase in revenue is achievable, with a 

corresponding rise in trading profit.

We have rightsized our business without jettisoning key skills 

and are well placed to optimise any upturn.

On a three- to five-year view, we foresee sustained growth. 

The business has been successfully rebalanced to reduce 

dependence on traditional print products. Personalisation 

business is a growth area, as is electronic bill presentment. 

Pressure on the labels business is intense at the moment, 

but there is potential for strong growth once the economy 

recovers. 

We remain alert for acquisition opportunities.

PRINTING AND RELATED

Personalisation and mail

The team put in a strong performance, achieving pleasing 

growth in both revenue and trading profit. Lithotech Afric 

Mail is strongly placed as South Africa’s leading provider of 

high-volume mailing solutions. 

Our full-colour digital capability is being embraced by major 

organisations and the business is well positioned to maintain 

momentum in the year ahead, especially if the economy 

shows signs of recovery.

Printing and conversion

The business came under increasing pressure. Volumes 

came down drastically in the second half. Big reductions in 

marketing spend drove down brochure production and other 

print work. 

Sales and distribution

Teams experienced mixed fortunes. Demand for printed 

products was down, but demand for fulfilment services rose 

as customers looked to us to provide solutions in a tighter 

market.

Alternative products

E-mail business continues to enjoy sustained growth, albeit 

from a low base. Public acceptance of e-mail statements 

grows year by year. Email Connection is the market leader 

and maintains strong growth through high levels of customer 

retention matched by incremental growth at the expense of 

(or as a supplement to) traditional statement solutions. 

Packaging and label products

The Rotolabel acquisition has bedded down well. Mixed 

results were achieved. Lower manufacturing output adversely 

affected packaging operations while de-stocking by many 

customers put pressure on volumes. Margin squeeze 

became intense in the second half of the year.

Stationery distribution

The business put in a strong showing and gained market 

share as the benefits of recapitalisation and new technology 

became evident. As the year progressed, margins came 

under growing pressure. Consumers began to buy down.
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Review of operations

Bid Auto

Highlights

�       In a severe downturn, strength of core McCarthy 

brand comes through

�    Consolidated McCarthy Fleet Solutions unit 

emerges as top profit contributor

�     Our position as South Africa’s only national 

used-vehicle brand helps drive record used-vehicle 

business

�     Burchmores, the country’s leading car auctioneer, 

performs strongly

�    Inventory cut by R400 million as rightsizing 

gathers pace

�    Service business and parts sales increase strongly

�   Consumers embrace our online showroom 

and search engine

�    Materials handling division added to heavy 

equipment business

�    We remain the industry’s training leader

Bid Auto
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Divisional contribution (%)

Brand Pretorius, chief executive

Trading profi t

9,8

Revenue

14,3

Sustainable development indicator overview 2009 2008 2007

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

6 942

57 801

8 326

43,5

1,82

0

5 664 710

3 255 

2 982

205 607

79 695

6 132 518

2 053 864

100 812

14,5

7 621

29 222

3 834

65,6

* 

0

1 085 040

3 386

459

613 560

43 522

5 537 662

* 

56 643

7,4

7 435

18 543

2 494

44,1

* 

0

322 855 

2 997

* 

649 723

36 125

4 890 920

* 

* 

* 

*Information not collated, not relevant or not entirely reliable

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The numbers have not been restated as the impact is not signifi cant

Financial indicators

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

16 464,3 

502,9 

431,3 

5 605,6 

2 056,1 

307,9 

 – 

238,1 

18 467,5 

743,0 

791,3 

6 016,8 

2 390,6 

279,2 

29,2 

238,1 

 (10,8)

 (32,3)

 (45,5)

 (6,8)

 (14,0)

 10,3 

 (100,0)

 – 
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Review of operations – Bid Auto

Strategic positioning

In a challenging market, the role of Bid Auto as the “value 

leader you can trust” came into greater focus. “Quality at a 

price you can afford” became a key marketing proposition 

and created competitive advantage in a contracting market 

as buyers moved from new to used vehicles and to a tighter 

focus on tried and trusted marques.

Sustainable development 

About 420 employees were affected by retrenchments. 

Fortunately, 125 were redeployed. We acted to minimise the 

social impact of restructuring. Adjustments were achieved 

without industrial action. Employee satisfaction improved to 

73%. The customer satisfaction index also moved higher, 

up to 85% among used-vehicle buyers. 

Our automotive artisan academies delivered 16 000 training 

days; 10 600 internally, the balance to customers. Black 

students accounted for 75% of student days.

McCarthy participated in the Labour Department’s 

new accelerated artisan training programme, engaging 

52 trainees. We remain the industry’s training leader 

(290 of our learners achieved NQF certification).

Black middle management representation reached 

25% versus the 20% target, while the senior management 

level rose from 2% to 4% and top management maintained 

the 14% target level. 

The Stars of Africa (a NUMSA partnership) continued its 

training of informal mechanics and CSI spend rose 8% to 

R4,3 million as we made up for partners who were unable 

to maintain their support for our flagship Rally to Read 

programme. Staff also made big contributions.

Former employees took ownership of 21 parts delivery 

vehicles, driving continued enterprise development. 

Spending with BBBEE-compliant suppliers reached 

15% of total spend.

HIV/Aids awareness and prevention campaigns continued. 

Additional sustainability information is available on the 

Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/014.htm  

Performance

Extremely tough motor industry trading conditions resulted 

in a decline in trading profit of 32,3% to R502,9 million 

(2008: R743,0 million) while revenue declined from 

R18,5 billion to R16,5 billion.

Cash flow, though at a lower level, was assured by rigorous 

working capital management and early action to reduce 

inventory in line with lower levels of sales activity. 

Benchmarks

Benchmarking is precise as performance and efficiency 

are compared to norms in numerous categories based on 

local and international industry experience. Measurement 

is constant – by franchise, dealership and department. 

Processes are transparent as vehicle manufacturers share 

data in the South African market.

Benchmarking is linked to incentivisation. Manufacturers 

incentivise high levels of performance. Operations have 

to achieve a hurdle rate to qualify for these variable 

incentives. Our McCarthy franchises are consistently among 

South Africa’s highest bonus earners, indicating that they 

perform exceptionally well in an environment renowned for 

precise measurement.

In addition to benchmarking via principals, all Bid Auto 

businesses and departments set their own targets.

Savings, efficiencies and productivity are measured as well 

as profit and returns. Though performance against Bid 

Auto’s budgeted profit was disappointing and new vehicle 

sale results were often disheartening, creditable gains were 

seen in areas such as expense management, parts and 

service contribution and used vehicle sales.
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Strategic dynamics

At the beginning of the period, slower economic growth, 

tighter lending, high interest rates and a weaker rand 

had a dramatic effect on performance. Unfortunately, the 

economic situation continued to deteriorate. By the end 

of our second quarter, interest rates were softening and 

the rand’s downward trend was coming to an end. By that 

stage, however, the economy had begun to contract and 

entered a full-blown recession in the division’s third quarter. 

Impacts were particularly severe in the new vehicle and 

leisure products sectors. The economy’s dramatic change 

for the worse was emphasised by experience in our heavy 

equipment business. The unit enjoyed a good first half, but 

buying activity fell dramatically in the second half as the 

previously buoyant construction sector slowed down.

Industry dynamics

International and domestic experience confirms that 

business confidence is closely correlated with vehicle 

sales. South African business sentiment has deteriorated 

significantly and in March 2009 was at its lowest in 

17 years. Consumer sentiment is also at a low ebb. Soft 

new vehicle sales weakened further with every decline in 

the confidence index.

Credit extension is down dramatically. The credit 

clampdown on big ticket items is no longer just a function 

of rigorous compliance with the National Credit Act. The 

criteria applied by the banks are often more stringent 

than legal requirements. For example, the NCA does not 

demand a deposit when an applicant for credit wishes to 

make a purchase. In response to the rising number of non-

performing loans and the deteriorating economic climate, 

financial institutions routinely reject credit applications on 

vehicles when deposits are considered insufficient. 

Historically, a majority of loan applications from McCarthy 

showrooms is approved. This year, our approval rate was 

down to one in four, even though we maintained the quality 

of our pre-approval processes.

The industry-wide new vehicle market has shrunk by 36%. 

A strong run-up in sales over several years peaked in 2006 

when 714 000 new vehicles were sold. Manufacturers 

predicted that by 2010 sales would top one million. The 

market has changed so dramatically in two years that even 

industry optimists now predict total new vehicle sales of 

just 400 000 in 2010, while sales for 2009 are expected 

to reach 360 000 units. 

Contraction is particularly evident in the heavy truck market. 

This sector is down by 60% on the previous year.
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Review of operations – Bid Auto

The new vehicle market witnessed a swing toward well-

established brands. Effects can be dramatic in view of 

structural imbalances. Our market is relatively small, 

suggesting there is room for a limited number of marques 

and models. However, many international companies 

view South Africa as the gateway to the greater African 

market and see a presence here as a springboard to wider 

opportunities. Consequently, our market has an abundance 

of car brands. In 2009, 57 brands were represented in 

South Africa, offering about 2 000 different models.

The mismatch between market size and the size of the 

model “universe” had severe consequences for less well-

established brands. Though the overall market decline for 

new vehicle sales was 36%, some less favoured brands 

saw sales plummet by more than half.

Corrective action is complicated by lead times. The 

delivery pipeline is long. Units “on the water” have to be 

accommodated in due course on the showroom floor, 

maintaining pressure to move stock in even the most 

adverse conditions. In the first half, currency depreciation 

kept new vehicle prices high. When the rand strengthened, 

lead times meant there was little immediate relief on the 

pricing front.

A swing to used vehicles occurred. Across the industry it is 

estimated that sales of used vehicles should grow by more 

than 5%. 

Brand dynamics

Bid Auto offers the widest brand bouquet in the automotive 

market. The swing to well-established brands has 

already been noted. We support all our car brands with 

considerable investment without neglecting our own 

company brands. In a severe downturn, the strength of 

the core McCarthy brand was highlighted.

McCarthy celebrates its centenary next year and is a 

byword for quality, value and service. Research confirms 

high awareness in the emerging market. This indicates 

that a strong platform is in place once trading conditions 

improve.

Similarly, our warranty brand McSure is held in high esteem. 

This became an important factor in our successful used-

vehicle marketing strategy as buyers took advantage of 

affordable prices, knowing the purchase was backed by 

a strong warranty.

In a difficult year, we took full advantage of our position 

as South Africa’s only national used-vehicle brand. Strong 

sales momentum was maintained, resulting in a record year 

for our used-vehicle business.

Another company brand, Burchmores is South Africa’s 

leading car auctioneer and again performed strongly as this 

form of purchasing gained greater market acceptance as 

bank repossessions mounted. 

Our brands generally achieve sector leadership or are 

recognised as extremely strong competitors. For example, 

Yamaha Distributors is a leader in the market for leisure 

equipment while Budget Car Rental is number two in its 

field. 

Operational dynamics

A critical challenge for management was to scale back 

operations, working capital and overheads in line with much 

smaller trading volumes, and do so as rapidly as possible.

The value of our inventory fell by R400 million as rightsizing 

gathered pace. The number of outlets was cut from 

140 to 120. The chain of McCarthy Value Serv was 

particularly hard hit. By year-end, only two of the 28 outlets 

were still operational. Seven Value Centres were also 

closed. 
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These centres are the marketing and servicing channel 

for our imports (primarily Chery, Meiya and Foton). Sales 

of all Chinese newcomers to our market fell significantly. 

A surplus of Chinese entrants to the car, bakkie and taxi 

sectors made it difficult to establish product differentiation. 

Radical down-scaling was unavoidable.

Bid Auto did not engage in wholesale retrenchments, 

although a “recruitment freeze” was imposed 18 months 

ago before the market slide began. Non-replacement 

and dealership closures saw staff numbers fall from 

7 621 to 6 942.

Expense management became top priority.

Service business and parts sales increased markedly as 

demand rises when fleet and private buyers extend vehicle 

replacement cycles (a key feature of the current downturn). 

Some of our service centres remained open on public 

holidays and over weekends, offering value packages to 

customers.

Within vehicle retailing, losses often had to be taken on 

slow-moving, excess inventory as price became the key 

factor in every buying decision. Our size and resources 

enabled us to add value to the deal and maintain some 

sales momentum. For example, buying a used car from 

us became a no-risk transaction as we certify vehicle 

ownership and mileage while providing extended warranties 

and membership of Club McCarthy (a programme offering 

free roadside assistance, among other benefits).

At what may prove to be the bottom of the market in April, 

we timed major promotions to coincide with the succession 

of long weekends. Traditionally strong car brands drew 

most benefit as the public went for established favourites 

at favourable prices. 

Used vehicle sales through our online showroom (McCarthy 

Call-a-Car) were also optimised. Sales of up to 700 units a 

month were driven through our search engine.

Successful integration of our Viamax acquisition within 

our fleet business was confirmed when the consolidated 

McFleet unit emerged as our top profit contributor. Core 

competence is the management and maintenance of large 

vehicle fleets. Sales of fleet units remained depressed as 

credit lines to business were shortened.

Our van rental business showed some growth in a 

corporate environment where capital expense is deferred 

and rental preferred. Budget Rent a Car increased its share 

of a very competitive market.
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Review of operations – Bid Auto

Our financial services business faced two primary 

challenges – a substantial correction on the JSE that hit the 

investment portfolio of McCarthy Insurance and lower sales 

volumes and bad debt provisions at McCarthy Finance.

The challenge of lower volumes was felt keenly at Yamaha 

as many of its products are targeted at the leisure and 

entertainment sectors where spending is almost entirely 

discretionary.

New initiatives

Investment in dealership infrastructure was maintained 

in accordance with our contractual obligation to brand 

principals. Investment totalled R180 million.

Investment was also made to pursue improved efficiency 

and in support of operations with good profit potential. For 

instance, our Fleet Active IT system was implemented at 

McCarthy Fleet Solutions.

A materials handling division was added to our heavy 

equipment business and we are pursuing the acquisition 

of the distribution rights to the Nissan and Fantuzzi forklift 

ranges.

Sales teams innovated constantly. Our mega-promotions 

– “The Sale of All Sales” – turned Nasrec and the 

Durban Exhibition Centre into sales lots with more than 

1 000 vehicles on display at each venue.

Losses within our vehicle import and distribution business 

prompted a review of costs, risks and structures. A 

joint venture has been formed with the Imperial Group. 

Collaboration with a competitor is unusual, but the 

challenges facing our industry are unprecedented and 

collaborative efforts that reduce costs have to be explored.

Risks to the business

The severity of the world financial crisis and major 

contraction within the automotive industry have emphasised 

risk in our sector as never before.

In the past, “principal risk” generally referred to the danger 

of losing a brand that was reallocated to a competitor. 

In today’s environment, it is apparent that no business is 

too big to fail. A principal is therefore at risk, even a large 

international brand. Bankruptcy of a major manufacturer 

would obviously bring an end to local operations on behalf 

of that brand. Alternatively, radical rationalisation by a 

deeply indebted company could result in rapid withdrawal 

from our market.

Considerable investment is undertaken at the behest 

of manufacturers. Such investment is justified by key 

assumptions, including the assumption that the principal will 

stay in business. In recent times, investment in dealership 

infrastructure at McCarthy has averaged R250 million a 

year; most of which is undertaken to support manufacturer 

demands for quality facilities.

High losses by major manufacturers have prompted a 

search for new partners. International realignment can 

result in mis-alignment at dealership level. “Sister brands” 

can suddenly be separated, leaving a dealer with unused 

showroom space because volumes have halved in the wake 

of the separation.

These risks always existed. They have been magnified by 

the financial crisis.

Sensitivity to economic climate change has always been a 

risk. Car sales are habitually used by economists as a key 

indicator of economic health or distress. Again, this risk has 

been underlined.
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Credit conditions also create risk. The danger of bad debt 

is well understood and can be addressed internally through 

normal credit processes. However, international markets 

have witnessed the sudden severing of credit lines to 

previously stable companies.

Drastic action like this can turn a previously safe corporate 

customer into a risky proposition. “Normal” credit processes 

may not pick up an “abnormal” risk such as this. Such 

developments reinforce the need for caution when 

advancing credit.  

In a downturn crime risk tends to increase and all anti-

theft and anti-fraud procedures were reviewed. New risk 

management systems have been introduced.

Organisational culture

Team spirit came to the fore in the industry crisis. Morale 

proved resilient as a result of good two-way corporate 

communication and general appreciation for efforts to avoid 

major retrenchments. Working over weekends and holidays 

showed the level of commitment and the benefit of our 

participative management style.

Visible leadership was called for to demonstrate our caring 

culture. On-the-ground response by our people was 

impressive. In some cases the variable salary component 

accounts for a third of a staff member’s pay (and may top 

50%). It became impossible for highly incentivised workers 

to achieve previous pay levels yet efforts were unstinting in 

support of the turnaround strategy. 

Future

There are grounds for believing a bottom has been reached. 

Business confidence, our sector’s lead indicator, remained 

extremely low in mid-2009, but was up from the March 

lows on the SACCI index. No one, however, expects a 

return to “business as usual” on the 2006/7 pattern.

Action has been taken to close major loss-makers and 

achieve efficiencies in working capital management. The 

management task force to support vulnerable business 

units has achieved some successes and by mid-year was 

seeing evidence of modest recovery at some previously 

threatened dealerships.

Despite recent challenges, Bid Auto has remained cash 

generative while our fleet, parts, servicing and used-vehicle 

operations have scored significant successes. In contrast, 

many industry peers face increasing pressure. Casualties 

appear inevitable. A smaller retail industry footprint will 

create opportunities to increase throughput. We remain 

confident of our ability to benefit from rationalisation 

and improve our market position. We expect to achieve 

meaningful trading profit growth in the coming year.

Bid Auto will be restructured into a more focused and 

decentralised automotive business with its ancillary 
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services, a leasing and financing arm and an import 

and distribution business. These changes will cater for 

succession as well as position the constituent segments 

for further expansion. Acquisition opportunities will be 

aggressively pursued.

In the longer term, there is broad consensus the global 

automotive industry is in the process of fundamental 

change. The need for convenient personal transport will 

not go away; some weaker brands may fall by the wayside. 

Bid Auto’s core brand – McCarthy – has been in business 

99 years and has managed numerous changes. We are 

confident we will successfully manage the next wave of 

change and achieve sustained growth as we enter our 

second century. 

MCCARTHY MOTOR HOLDINGS

BMW/Mini (Forsdicks)

The franchise delivered a pleasing performance. There 

were no acquisitions or disposals. Our approved repair 

centres generated a third of our profit. The cost reduction 

programme and continual focus on converting current 

assets into cash proved highly successful. Our goal is to 

secure continued market share gains.

 

General Motors

Chapter 11 bankruptcy of GM’s US operations impacted 

customer perceptions, increasing the pressure on margins 

and profit. GMSA is to cease the local manufacture of 

Hummer and Saab will no longer be represented by local 

GM dealers. Despite these challenges McCarthy GM 

remained profitable.

Land Rover/Volvo

Volvo lost market share. The introduction of the all-new 

Volvo XC60 and a substantial OEM recovery programme 

should lead to improved volumes and dealer viability. Under 

the new ownership of Tata, Land Rover is launching the all-

new Discovery 4, Range Rover Sport and Range Rover. We 

are confident that this division will return to profitability in 

the 2010 financial year.

Ford/Mazda

Our first Ford and Mazda dealership was launched in 

Pretoria in extremely adverse conditions and incurred 

start-up losses. Aggressive marketing of parts to our 

existing McCarthy customer-base yielded positive results. 

A second dealership is under construction at The Glenn, 

in Johannesburg. 

Mercedes-Benz/Chrysler/Jeep/Dodge/Mitsubishi

Demand for Mercedes-Benz, particularly the C-Class, 

remained strong. The E Class’s imminent arrival will add 

further impetus. The new lifestyle centre in Menlyn proved 

a great success. Its workshop volumes are high. Our two 

market centres in Witbank and Empangeni/Vryheid had a 

difficult year.

Mitsubishi was badly affected by rand depreciation against 

the yen. The Mitsubishi dealership in Hatfield was relocated 

to Brooklyn, Pretoria.

Rationalisation of our Chrysler dealerships was successfully 

concluded.

Nissan/Nissan Diesel/Fiat/Alfa/Renault 

The turnaround in the used-vehicle market and focus on 

poorer performers drove profit improvements. Nissan Diesel 

did well, but was impacted by falling truck sales in the 

second half.

The Fiat operation stemmed its losses. The new Renault 

outlets shared with Nissan in Germiston and Gateway 

and the Renault relocation in Pietermaritzburg proved 

profitable.
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Peugeot

Restructure and rationalisation resulted in our relocation 

from Rivonia to Woodmead, Johannesburg, and the 

integration of our Pietermaritzburg dealership with the Value 

Centre. The model line-up was recently enhanced.

Toyota

New dealerships were opened at Gezina, Hatfield and 

Lynnwood while a Lexus Lynnwood dealership was 

launched. Our profit contribution deteriorated significantly, 

though aftersales operations continued to perform well. 

An accessory products internet site to support our 

McCessories programme has been launched.

Our used-vehicle sales are positioned to benefit from the 

wider spread of Toyota models in Budget Rent a Car’s fleet.

Volkswagen/Audi/VW Commercial

The VW/Audi franchise performed ahead of budget, with 

a strong contribution from aftersales. Audi introduced 

several new models and all Audi dealership upgrades were 

completed. The Audi Centre in Umhlanga now operates 

from a standalone site. 

Volkswagen of South Africa has ceased new vehicle sales 

of SEAT. We continue to provide aftersales support.

MAN Truck & Bus Africa and Volkswagen SA have 

integrated their local truck and bus operations. Our 

VW Commercial dealership in Witbank will offer sales and 

aftersales support.

Value Centres 

In an effort to stem the substantial losses, seven outlets 

were closed. Where possible we have also incorporated 

standalone Value Serve operations into the Value 

Centres, creating 11 national operations. We retained four 

standalone Call-a-Car Direct dealerships.

The Suzuki franchise performed above expectations. A sixth 

dealership opened in Bloemfontein in July.

Burchmores

Burchmores performed well, achieving significant profit 

growth. Collaboration with McCarthy dealerships facilitated 

selling success. Surplus McCarthy stock is now retailed 

by us rather than disposed of to the trade. Our “wholesale 

to the public” positioning has helped us become the pre-

eminent destination for value-conscious used-vehicle buyers. 

IMPORT AND DISTRIBUTION

McCarthy Vehicle Imports (Chery and Foton)

A strategic review resulted in the disposal of 50% of the 

business to Imperial Holdings. Synergies through this joint 

venture will help us achieve acceptable returns. The deal 

includes the acquisition of import and distribution rights 

for the Foton pick-up and light duty truck.
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McCarthy Heavy Equipment

In our third year, our national machine population has 

topped 200 units. We launched our materials handling 

division in January with operations in Johannesburg, 

Cape Town and Durban, and hope to secure import and 

distribution rights to the Nissan forklift and warehousing 

range and exclusive retail rights to Italian Fantuzzi products. 

Yamaha distributors

The replacement parts and music divisions withstood 

rand weakness and the economic downturn relatively well, 

though the marine and motorcycle divisions proved less 

resilient. Several new models failed to achieve anticipated 

volumes.

The first phase of an IT upgrade was implemented, resulting 

in improved operational efficiency and business intelligence.

Consolidation of facilities and warehousing operations is a 

focus area for the coming year.

FINANCIAL SERVICES

McCarthy Insurance Services

The business achieved record profit growth off the back of 

strong annuity income and growth in the number of policies 

sold relative to new and used-vehicle sales. The investment 

of cash held to meet future claims cushioned some equity 

losses. 

We are looking to widen our offering through niche 

products.

McCarthy Finance

The joint-venture was impacted by bad debt, low vehicle 

sales and interest rate margin squeeze. Bad debts seem to 

have stabilised, the quality of the book has improved and 

falling interest rates may soon prove positive.

Digitisation of finance processes is complete, enabling 

reallocation of some internal resources and efficiency gains. 

Further reduction of bad debt is a priority.

McCarthy Fleet Solutions

The results from the leasing and fleet management division 

exceeded expectations. McCarthy Fleet Solutions enjoyed 

fleet growth and exceeded all financial targets, though bad 

debt showed a minimal increase.

Migration of recently acquired Viamax businesses onto a 

common fleet management system has been completed.

Car and Van Rental

The Budget Car and Van Rental brand celebrated its 

40th year in South Africa by introducing new products 

such as Budget Purchase Plus, Budget Service Plus, 

Wings ’n Wheels and Budget Abroad. Budget SA received 

an award for marketing innovation and one linked to the 

Budget Abroad programme.

Budget gained market share, improved expense 

management and retained third spot at state airports. 

We are investing in infrastructure and investigating the 

implementation of an internet booking engine and IT links 

to customers to enable better debtors’ book management.

SUPPORT SERVICES

McCarthy Call-a-Car

McCarthy Call-a-Car continued to be a dominant player 

in the online motor retail space and proved itself a reliable 

source of quality leads for McCarthy dealerships. We 

recorded sales of 6 657 units.

Club McCarthy

Club McCarthy’s focus was to retain customer-membership 

through renewal campaigns. We had 131 877 members at 

year-end.

Corporate marketing

The interface between large nationally based corporate 

fleets and the dealer network ensured continued support 

for McCarthy.
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Eliance

We implemented our Automotive system successfully at 

227 Toyota dealerships. A number of Nissan dealers were 

signed up as well as 15 independent dealers. 

Infrastructure is being developed to enable us to market 

our product suite internationally. Focus areas include multi-

language and multi-currency support.

McCarthy ICT

Information and communications technology costs were cut 

by 9% through negotiated savings with current suppliers 

and the appointment of new ones. New technologies were 

deployed to reduce cost and improve efficiency.

Parts division

Sales turnover targets were exceeded and new accounts 

secured are “locked in” through value-added offerings. 

Cross-franchise synergies were expanded and a parts 

cadet programme launched. The owner-driver enterprise 

development initiative proved a success in Gauteng and will 

be extended to KwaZulu-Natal and Cape Town. 

Aftersales service

Focused attention on aftersales led to increased workshop 

productivity and efficiency. Our objective is even higher 

levels of customer retention through improved technical and 

interpersonal service. 
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Bidvest Namibia

Highlights

�    Preparations well advanced for Namibian listing

�    Strong performance

�    Excellent horse mackerel catch rates take Bidfish 

profit to record levels 

�     Bidfish reopens canning facility and 

re-employs 700 seasonal workers 

�    Some Bidcom teams double their profit

�    Strong growth in ship and rig repairs in Walvis Bay 

increases demand for Bidcom’s logistics and agency 

services

�    Growth at Oshikango Rosh Pinah, Oshakati and 

Tsumeb widens the Bidcom footprint

�    Angolan customers have positive impact on Bidcom 

products and services
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Divisional contribution (%)

Trading profi t

5,7

Revenue

1,4

Sebby Kankondi, chief executive

Financial indicators 

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

1 616,4 

294,3 

294,7 

459,8 

343,3 

30,2 

5,8

121,0 

1 377,3 

164,0 

162,3 

546,0 

281,6 

18,5 

1,7 

83,0 

 17,4 

 79,5 

 81,6 

 (15,8)

 21,9 

 63,2 

241,2

 45,8 

Sustainable development indicator overview 2009 2008*

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

1 998

2 757

1 380

6,5

9,7

0

211

0

84 434

6 213

458 756

398 185

3 031

1,5

*Bidvest’s Namibian interests consolidated and reported in 2009 for the fi rst time



The Bidvest Group Limited Annual report 2009122

Review of operations – Bidvest Namibia

Strategic positioning 

The common characteristic of all businesses is quality, 

reliability and the ability to act as a solution provider rather 

than an arm’s length supplier.

Sustainable development 

BIDVEST FISHERIES

Namsov complies with the regulations of the Namibian 

Ministry of Fisheries and Marine Resources and the 

International Maritime Organisation’s pollution prevention 

standards. We supported government’s sharp reduction in 

the total allowable catch to 230 000 tonnes two years ago 

and this year enjoyed an outstanding horse mackerel season. 

Though pilchard stocks remain under pressure, catches are 

recovering.

We minimise collateral damage through targeted mid-water 

trawling and the use of mesh sizes that avoid harvesting 

juveniles. Our by-catch dropped from 2,5% to less than 

1% – close to the lowest worldwide.

We encourage employees to establish their HIV status and 

provide ARVs. 

Reopening of our Walvis Bay pilchard cannery enabled us to 

offer re-employment to 700 people, many unemployed since 

their lay-off six years ago by previous owners. 

Namsov is using its capital and expertise in a joint venture 

with four small local fishing companies. The Namsov 

Community Trust invested R3,5 million, bringing the total 

since 1990 to R24,5 million. 

BIDVEST COMMERCIAL HOLDINGS

Our companies enjoy good industrial relations – there was 

no industrial action. Yet, retaining skilled employees remains 

a challenge. We maintain our focus on HIV/Aids, but cultural 

sensitivities make it difficult to establish prevalence rates.

Key environmental issues are efficient fuel usage when 

transporting goods across the vastness of Namibia and 

management of sulphur and zinc in Lüderitz. Manica is 

ISO 9001:2000-compliant. No spills were reported and 

no fines levied for non-compliance with environmental 

regulations. Additional sustainability information is available 

on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/015.htm  

Performance

We focused on preparations for a listing on the Namibian 

stock exchange. The business put in a strong performance. 

Pleasing results were achieved, with revenue growth of 

17,4% to R1,6 billion (2008: R1,4 billion) while trading profit 

rose to R294,3 million (2008: R164,0 million).

Benchmarks

Benchmarks are generally set on a year-on-year basis, 

with allowance for key variables such as exchange 

rates, especially in our fishing companies as sales are 

denominated in US dollars while catch rates and the state 

of the international fish market have a material impact 

on performance. In the case of Bidcom units, data from 

corresponding commercial operations in South Africa 

provides a yardstick for profitability and expense control in 

branches or businesses of comparable size.

Divisional revenue and trading profit were above target.

Strategic dynamics

Namibia was slow to participate in the world financial crisis. 

The economy continued to grow until the end of calendar 

2008, but slowed dramatically early in the new calendar year.

The mining industry – in expansion mode for most of 

2008 – was hit by lower commodity demand, resulting 

in the temporary closure of certain diamond mines. 
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However, prospects for uranium mining appear promising. 

Despite uncertainty early in 2009, new uranium mines are 

in development and the mining industry appeared set for a 

comeback towards our year-end as commodity prices firmed.

The slowing economy drove down business and consumer 

confidence. Government responded by increasing its 

infrastructure spending. Many state agencies launched 

new projects, including the army which expanded military 

installations.

The windfall provided by strong growth in neighbouring 

Angola has become a strategic factor. The oil-rich nation 

is fast developing a new middle class with a sizeable 

disposable income. Many consumer goods are still in short 

supply. Namibia is the closest source of supply. Fly-in 

shopping tourism is taking off among Angola’s new elite while 

at a lower level cross-border traffic involving retailers and 

hawkers (some bicycle-powered) has become evident.

Industry dynamics

Lay-offs in some sectors and the economic downturn 

led to down-trading and reduced consumer spending. 

Some customers ran down inventories. However, these 

developments occurred late in the period and the impact 

on overall performance was limited.

Catch rates were high and fish prices were close to record 

levels in the first half of the year. When the correction set 

in during early 2009, it was dramatic with fish prices falling 

by 40%.

Brand dynamics

Fish from Bidfish is synonymous with high quality. The 

Namsov name is strong. The company has become the 

preferred supplier in many markets.

Bidcom brands are well established and trusted by 

consumers. They are leaders in their respective sectors and 

derive added credibility from their association with strong 

South African sister companies of the same name.

Operational dynamics 

In growing businesses the chief operational concern tends 

to be recruitment and talent retention. Fishing operations 

focused on optimisation of favourable factors – higher fish 

prices in 2008, improved catch rates and softer fuel prices.

New initiatives 

Pre-listing preparations were a focus area for all businesses.

Namsov continued its investment in fleet upgrades while 

looking to derive benefit from last year’s investment in an 

Angolan inshore fishing business.

In recent years we have invested NAD50 million to upgrade 

our fleet. In addition, NAD3 million was invested in the 

refurbishment of the Walvis Bay pilchard canning factory 

taken over during the 2007 acquisition of United Fishing 

Enterprises.
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Risks to the business

The risk common to all our businesses relates to the scarcity 

of skilled personnel and the challenge of retaining the people 

we develop in a country crying out for trained staff.

Organisational culture

Ahead of our planned listing a strong team dynamic has 

built up across the division. The feeling is summed up by 

the Group’s Proudly Bidvest strapline and is driven in all 

units by the conviction that we are breaking new ground and 

contributing to the economic development of our country. 

Future

Precise performance is dependent on economic recovery. 

We remain confident of continued growth as many of our 

businesses are well positioned to benefit from government’s 

increased infrastructure spending while the growth of the 

neighbouring Angolan economy creates opportunities in 

several spheres. 

BIDVEST FISHERIES

Excellent horse mackerel catches helped take revenue and 

trading profit to record levels. Market prices for fish remained 

firm in the first half of the year. Sales are mostly denominated 

in US dollars and favourable exchange rates proved helpful.

Results confirm the benefit of taking responsible measures 

to better manage marine resources. The horse mackerel 

resource appears to have recovered well.

Our pilchard canning factory reopened in April and by our 

year-end had canned our portion of the 2009 pilchard total 

allowable catch. The full financial benefit will not be realised 

until the new financial period. However, the benefit in human 

terms was soon apparent as we created 700 seasonal jobs. 

Our investment in inshore fishing in Angola will not yield 

returns for another year, but early indications are positive.

Skills shortages remain a concern. Namibia does not train 

seaman to a senior level and we currently recruit officers and 

senior crew from the former USSR. This is unsustainable. 

We are introducing our own training programme with 

South African support.

In the coming year, we plan to replace one of the oldest 

vessels in our mid-water trawl fleet at an estimated cost 

USD20 million.

Fish prices fell rapidly early in calendar 2009 and were then 

depressed in our traditional markets by currency fluctuations 

and changes in import duties. Some recovery is anticipated 

in the second half of calendar 2009. We continue our cost 

control programme, notably through conversion of our fleet 

to enable operation on less expensive fuel.

We are looking to a significant return from our reopened 

canning factory and will derive growing benefit from 

upgrades to our fleet. Returns on our Angolan investments 

are projected when new infrastructure is commissioned in 

January 2010.

BIDVEST COMMERCIAL HOLDINGS

Pleasing results were achieved. Some teams doubled their 

trading profit.

Manica Group Namibia grew trading profit by 51% off the 

back of strong demand for freight and logistic solutions and 

strong growth in ship and rig repairs in Walvis Bay.

Bid Industrial and Commercial Products (including strong 

brands such as Waltons, Kolok, CN Business Furniture 

and Voltex) saw a 55% increase in trading profit on higher 

demand from mining industry and infrastructure projects.
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Within Bidserv, Rennies Travel began well, but was hit 

by falling levels of business travel following, among other 

factors, a temporary suspension of diamond production. 

Konica Minolta began slowly, but as the year progressed 

benefited from staff rightsizing through natural attrition.

Blue Marine had a difficult year and trading profit remained 

flat. Improvements are expected as internal inefficiencies are 

addressed.

Trading profit increased substantially at Bid Auto (Budget 

Rent a Car) due to improvements in most key performance 

factors and good profits from the sale of vehicles at the end 

of their rental period. 

Several businesses have gained market share and have 

maintained above-average growth while a brand such 

as Waltons has benefited from an expanded geographic 

footprint.

 

Bidcom companies continue to fight for a larger slice of 

their markets, but meet increasingly stiff resistance from 

competitors. Even so, continued growth will be sought 

in 2010. 
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Corporate

Highlights

�    Eighth programme completed at the Bidvest 

Academy

�    Clips of Pilobolus corporate ads reach 

global audience via social media

�    Status secured as preferred suppliers to 

World Cup’s biggest service provider

�    Bidvest Wits boosts brand awareness among 

black South Africans

�    Transformation momentum maintained

�    Quality of property portfolio shines through in

a difficult year

�    Restructuring completed at Ontime Automotive

in UK

Corporate
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Divisional contribution (%)

Trading profi t

1,3

Revenue

0,6

Brian Joffe, chief executive

Financial indicators 

(for the year ended June 30)
2009

R’m

2008

R’m

%

change

Revenue 

Trading profi t

Operating profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

727,0 

65,0 

209,5 

2 471,0 

180,7 

61,6 

2,7 

8,3 

993,5 

98,0 

111,3 

2 809,8 

412,3 

58,4 

2,8 

7,4 

 (26,8)

 (33,7)

 88,2 

 (12,1)

 (56,2)

 5,5 

 (3,6)

 12,2 

Sustainable development indicator overview 2009** 2008 2007

Employees

Total training spend incurred at Corporate (R’000)

Employees attending HIV/Aids training (%)

Lost time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

610

30 556

4,3

16,6

0

786 971

4 806

5 879

26 312

1 727

20 807

7 053 994

21 209

34,5

2 600

28 202

10,3

14,2

0

360 175

2 243

4 554

36 579

6 807

691 471

9 669 141

44 280

17,0

*

22 654

*

9,9

0

27 182

13 473

* 

* 

* 

* 

7 203 350

* 

* 

 *Information not collated, not relevant or not entirely reliable

**Consolidation of Bidvest’s Namibian interests reported 2009 for the fi rst time as a division

The prior year numbers include subsidiaries that are now part of Bidvest Namibia. The benefi t of restating the prior year numbers does not justify the cost
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Strategic proposition

The corporate office is a facilitator not a dictator. Divisional 

autonomy is respected. Corporate provides support by 

identifying growth opportunities and ensuring that Group 

resources are leveraged effectively. The unit houses Group 

investments, fosters Bidvest’s entrepreneurial culture and 

helps to drive Group-wide initiatives.

Sustainable development

The Corporate office provides leadership in sustainable 

development across Bidvest. Through idea and experience 

sharing, individual innovation is woven into overall strategy 

in support of the proudly Bidvest brand. 

Sustainability governance is being strengthened at all levels 

and A practical guide to sustainable development was 

compiled and distributed electronically to 30 000 employees.

Our online sustainability data collation toolkit was expanded 

to all operations while roadshows at our divisions 

improved understanding of sustainability and the need for 

measurement.

Bidvest Property Holdings reduces our environmental 

footprint through “green building” practices. We strive to save 

energy and maximise usable building space.

 

Ontime Automotive’s headcount fell from 835 to 436. 

Company leadership managed the situation in a highly 

transparent manner. Retrenchment processes included 

consultation periods and measures to help employees find 

new jobs. 

Sadly, a member of the public was fatally injured in a collision 

with one of our Rescue & Recovery trucks. We extended 

condolences to the family and provided counselling to the driver.

We increased health and safety training and received 

accreditation from the Contractors Health and Safety 

Accreditation Scheme. 

To achieve Euro 5 emissions standards we fitted catalytic 

converters to our new Ontime vehicles. Additional 

sustainability information is available on the Bidvest website.

QUICK LINK:

http://www.bidvest.com/results/2009/016.htm
 

Performance

Revenue dropped 26,8% to R727,0 million (2008: 

R993,5 million). In extremely difficult business conditions, 

trading profit dropped 33,7% to R65,0 million (2008: 

R98,0 million).

Bidvest Namibia exited the Corporate fold and took on full 

divisional status ahead of a planned listing on the Namibian 

Stock Exchange in October. We wish our colleagues every 

success. Our other business interests are Bidvest Properties, 

which put in a pleasing performance, and UK-based Ontime 

Automotive, which was restructured to curtail persistent loss.

In addition, a small acquisition was made; that of MSC Sports.

Bidvest Academy

The Academy was conceived as an incubator of managerial 

talent and mechanism for addressing a strategic business 

risk – chronic shortage of leadership skills across the 

South African economy.

The Academy’s continuing relevance and the importance of 

its role were reinforced with the introduction of the eighth 

programme to prepare selected young managers for success 

as future Bidvest leaders.

The first graduate programme bringing alumni together to 

equip them for further progress in their Bidvest careers, was 

completed.

 

Graduate programme participants from Caterplus reported 

on and implemented a pilot biofuel project in their George 

branch based on learnings from 3663 (a UK pioneer of 

environmentally friendly biofuel utilisation through the 

recycling of used cooking oil).

Communication

We continued to roll-out our corporate brand-building 

campaign on TV and in print. The advertising featuring 

the dance company, Pilobolus, increased our company 

awareness when it went on the internet. The development was 

spontaneous as impressed TV viewers shared clips of the ad 

across social media, in the process building increased name 

recognition for Bidvest. 
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Group magazine Bidvoice has been revitalised and takes on 

an increasingly important role as a communicator of strategic 

themes while greater use is being made of the Group 

intranet to supplement the regular TV broadcasts by chief 

executive Brian Joffe to Bidvest employees. 

Growing numbers of employees have net access and we 

currently communicate via email with 30 000 colleagues 

worldwide. Regular updates are sent on matters of strategic 

or employee interest. We are looking to expand our reach 

via SMS to those without e-mail and are investigating the 

effectiveness in high-traffic areas of a Bidvest internet kiosk 

with TV link.

Our website and intranet were merged, driving traffic from 

both sites to one. The intranet is being further upgraded to 

create seamless movement between the two.

The communications team have been given the task of 

spreading the sustainable development message, using 

all the tools at their disposal. In addition, the Group’s 

businesses and products brochure has been expanded 

to include a product directory. 

The unifying “Proudly Bidvest” banner now covers Group 

operations on four continents and has become a key 

element in the rebranding of New Zealand operations under 

the Bidvest name. 

2010 commercialisation

Finalisation of a wide-ranging procurement contract with 

FIFA-appointed MATCH Hospitality AG, in which we have a 

minority interest, secured our status as preferred suppliers 

to the biggest service provider to the World Cup. Tendering 

opportunities resulted for both Confederations and World 

Cup events.

The 2010 commercialisation unit is in place to create an 

enabling environment, build relationships and ensure “a place 

at the table”. Group businesses decide which opportunities 

to pursue and work on the commercial terms of specific 

tenders.

Possible commercial opportunities were identified in: 

cleaning services, staffing solutions, toilet facilities, turf, 

printing, fulfilment items and ticketing, stationery, corporate 

gifts, furniture supply, electrical work and cabling, catering 

equipment, freight logistics, forklift trucks, food supply, 

laundry and garment services, fleet services, travel bookings 

and tours, air charter, ground transfers and VIP airport 

services.

By year-end, with the Confederation Cup under way and 

the World Cup only a year off, the focus shifted to “second 

tier” and spin-off opportunities. As FIFA appoints “master 

concessionaires” these companies seek sub-contractors that 

can meet specific needs to international quality standards. 

Relationships with key concessionaires in the logistics and 

catering sectors have been established, more are in the 

pipeline.

Contact has also been made with the local organising 

committee and representatives of World Cup host cities. 



The Bidvest Group Limited Annual report 2009130

Review of operations – Corporate

Bidvest is well positioned to pursue a new wave of 

opportunities as needs are quantified for facilities such as 

local fan parks.

Commercialisation activities will gather pace on the run-in 

to the World Cup kick-off on June 11  2010. Prospects of 

sporting event commercialisation beyond 2010 also appear 

promising. Relocation of the IPL T20 cricket tournament 

and the staging of the Confederation and World Cups have 

focused international attention on South Africa as a desirable 

venue for major events. Government can be expected 

to seek a continued return on its investment in sporting 

infrastructure, suggesting official support for efforts to attract 

international tournaments and sports tourists.

Bidvest Wits

Bidvest is not only the sponsor of Bidvest Wits, we own 

a 60% stake in the football club and all marketing rights. 

The team, which finished comfortably in the top half of the 

Premier Soccer League standings, has proved to be the ideal 

vehicle for increasing awareness of the Bidvest brand among 

South Africans.

Bidvest Wits has also become an important means of 

reaching out to black youth. The club runs an academy for 

under-17s. Bidvest Wits also partners the Dutch government 

and the South African Police Service in a programme to 

take children off the streets of Hillbrow, Johannesburg, and 

provide them with both life and soccer skills.

MSCSports

In October, Bidvest bought a 50% stake in sports marketing 

company MSCSports, which in turn holds a 49% stake in 

athlete management company, Stellar Africa. The businesses 

form the core component of the new Bidsport unit. 

Strong growth in revenue and trading profit was achieved, 

confirming the potential of the sports marketing sector. 

Acquisition opportunities will be explored now that a base 

has been established.

MSCSports’ main focus is the sale of sports memorabilia, 

event management and sports marketing; ie managing and 

implementing sponsorships. Associate company, Stellar 

Africa, represents 150 South African sportsmen and women, 

including leading rugby and cricket players.

Transformation

Transformation remains a strategic imperative. The board has 

oversight of the process while day-to-day monitoring and 

facilitation are the responsibility of a dedicated professional 

based at the corporate office. Particular rigour was applied to 

ensure that challenging business conditions were not used to 

justify lack of focus on transformation issues.

Efforts did not slacken, however, and satisfactory progress 

was recorded across all elements of the BBBEE scorecard. 

Improvements were noted in employment equity and 

preferential procurement. Restructuring has been completed 

or is under way at several South African businesses. 

In all cases, care has been taken not to compromise 

transformation gains when streamlining the businesses.

BIDVEST PROPERTIES 

The built-in quality of the portfolio was demonstrated in 

a difficult year for the property industry. As the economy 

slowed down, the authorities eased monetary policy, but the 

cost of long-term money benefits given by government was 

not passed on by the banks and construction sector inflation 

remained high while business confidence fell.

The property industry in general was plagued by higher 

vacancy rates and lower rentals. However, the Bidvest 

portfolio’s stable tenant mix and well-located, modern, 

multi-fit buildings ensured that rental streams remained 

strong.

The portfolio is always benchmarked against property 

industry trends and indices. Although rentals moved higher in 

line with built-in escalations, certain rentals remained below 

market and the portfolio’s gross lettable area increased. 

The portfolio continues to benefit from favourable long-

term finance rates secured three years ago. The portfolio 

continued to add value to Group operations by providing 

all South African divisions with strategically located and 

efficiently designed premises. In challenging macro-economic 
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conditions, the development of new premises becomes 

challenging. Though commercial property prices remained 

under pressure, rentals going into the future should rise due 

to the underlying costs of new developments.

It is portfolio policy to remain conservative. Speculative 

development is never undertaken, nor is opportunistic 

purchasing of commercial/industrial stock to exploit 

supposedly favourable market conditions unless potential 

tenants have been identified.

One Cape Town property was sold.

A R100 million joint venture development near Cape Town 

International Airport was completed. The 15 000m² purpose-

built premises houses a division of the Western Cape 

operations of Lithotech, Caterplus, Blue Marine and First Food.

Two buildings in Heriotdale, Johannesburg, were refurbished. 

The “recycled” premises were fully let on completion of the 

upgrade. An extension of the Ormonde building occupied by 

Konica Minolta was also completed.

The risks faced by all property businesses have been 

underlined. The sector is sensitive to interest rate 

movements, the state of the economy and changes in 

business confidence. Risk is managed by a conservative 

approach to portfolio management and the employment 

of experienced property professionals.

A growing area of risk relates to local government processes 

and the increasingly slow rate of approvals. Delays increase 

costs. Allowance has to be made for these bottlenecks 

as risk mitigation is impossible when external factors are 

involved such as capacity-building within government.

In the immediate term, industry conditions will remain 

challenging. Toward the middle of 2010, however, lower 

interest rates and, hopefully, a return of business confidence 

will contribute to a measure of recovery, but this will be 

accompanied by increased rentals.

ONTIME AUTOMOTIVE

The UK recession has been accompanied by heavy cutbacks 

in the automotive industry. Manufacturing plants have closed 

and many operations have gone onto short-time working. 

Production volumes have plummeted, with no immediate 

or even medium-term prospect of industry revival – creating 

severe challenges for our UK automotive service business.

As a result, our loss-making volume vehicle distribution 

business has been closed. The depot has been shut, staff 

retrenched and all of the surplus vehicle transporters sold.

The vehicle distribution contract for Subaru has been housed 

within a streamlined and reconstituted distribution and vehicle 

handling business comprising Specialist Transport Operations 

and Prestige Vehicle Distribution.

 

As a niche brand, Subaru finds a good fit within this 

consolidated business as core competence is the care, 

handling and transport of top vehicle marques, both within 

the UK and into overseas markets. 

In addition, we have merged Ontime Rescue and Recovery 

and Ontime Parking Solutions. There are synergies across 

these operations as they both have strong recovery 

capabilities and efficiencies can be unlocked through 

consolidation. Infrastructure has been rationalised and 

operations are now consolidated around the Hayes, Bolney, 

Iver and Kent depots.

The contract for parking enforcement services from Transport 

for London, won late last year, was discontinued by the client 

following policy changes by the city authorities. The cost 

of winding up this contract has been met by Transport for 

London.

Our Technical Services operation at Wellesbourne has been 

closed.

Our consolidated operations are strongly positioned in their 

fields. Furthermore, contract terms have been successfully 

renegotiated with their customers. Given the leaner base, 

the two remaining businesses are well placed to reverse the 

pattern of recurring losses experienced in recent years. 
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PROUDLYCorporate governance

 Fuller coverage of Bidvest’s corporate governance 

philosophy, and structures can be found on our 

website:

QUICK LINK:

http://www.bidvest.com/results/2009/017.htm  

Introduction

At Bidvest, corporate governance is a way of life rather than 

a set of rules. Stakeholders can only derive full, sustained 

value from a business founded on honesty, integrity, 

accountability and transparency.

Good governance is built in by long-standing practice and 

sturdy structures.

The board commits to good corporate governance in line 

with international practice while respecting local values and 

requirements and embraces the recommendations of King II.  

The board further ensures that the Group complies with the 

JSE Listing Requirements, the Companies Act, Act No 51 

of 1973, and the Corporate Law Amendment Act, Act 24 

of 2006 in South Africa and the relevant legislation in other 

jurisdictions.

Our decentralised business model creates checks and 

balances at every level within every business. Controls 

are policed by local teams that are fully acquainted with 

developments.

Code of conduct

A prime duty of the board, its committees, directors, officers 

of the Group and managers is to ensure our code of conduct 

is honoured.

The code demands:

�  The highest standards of integrity and behaviour in 

dealings with stakeholders and wider society

�  Business conduct based on fair commercial practice

�  That we deal only with business partners that follow 

ethical practice

�  Non-discriminatory employment practices and promotion 

of employees to realise their potential through training and 

development

�  Proactive engagement on environmental, social and 

sustainability matters

Code of ethics

Our code of ethics fosters Group-wide business practice and 

requires:

� Regular and formal identification of ethical risk areas

�  Development and strengthening of monitoring and 

compliance policies, procedures and systems

�  Easily accessible, confidential and non-discriminatory 

reporting (whistle-blowing)

�  Alignment of the Group’s disciplinary code with its code 

of ethics

�  Integration of integrity assessment with selection and 

promotion

� Induction of new appointees

�  Training in ethical principles, standards and decision-making

�  Internal audit regularly monitors compliance with ethical 

principles and standards

�  Reporting to stakeholders on compliance

�  Independent verification of conformance to our principles 

and ethical behaviour

Corporate values

Our value system promotes:

�  Accountability to employees and shareholders

�  Business growth

�  Decentralisation

�  Entrepreneurship and innovation

�  Non-discrimination and equal opportunity

�  Fairness and honesty in all interaction with stakeholders

�  Respect for human dignity, human rights, social justice 

and the environment

�  Service excellence, creating an exceptional place in which 

to work and do business

�  Transparency and open lines of communications
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King III report

A new era in corporate governance began with the 

publication of the third King Report on Governance for 

South Africa 2009 (King III) on September 1  2009 for 

implementation on March 1  2010. 

King III was necessitated by the introduction of the new 

Companies Act and emerging trends in international 

governance. In contrast to the King II report, King III applies 

to all entities regardless of the manner and form of their 

establishment. Bidvest is committed to conforming with 

good corporate governance in a manner that complements 

its entrepreneurial flair. We endorse the King III precept 

that business thrives in a climate of good governance and 

that sound corporate practices should be integrated into 

the regular processes of an organisation in a manner that 

enables value creation.

The board will assess the principles and/or practices 

contained in King III and where appropriate for the 

businesses will implement the necessary changes. If any 

principles and/or practices are found to be inappropriate 

for the businesses, the board will disclose the reasons for 

non-implementation and/or non-compliance.  

Board of directors 

The board comprises eight independent non-executive 

directors, five non-executive directors, 11 executive directors 

and one alternate independent, non-executive director.

The roles of chairman and chief executive are distinct. 

Decentralised decision-making, the emphasis on 

independence and the character of individual directors foster 

open and robust governance. Decentralisation is further 

used as a mechanism to ensure continuity while capturing 

the experience of successful entrepreneurs who remain 

committed to the businesses they helped to build. In addition 

to divisional chief executives, key operational executives sit 

on the board.

Executive directors implement strategies and operational 

decisions.

Non-executive directors provide an independent 

perspective and complement the skills and experience of 

the executive directors. They objectively assess strategy, 

budgets, performance, resources, transformation, diversity, 

employment equity and standards of conduct. They also 

contribute to strategy formulation and decision-making. 

The board acts in the best interests of the Group at all times. 

It gives strategic direction, appoints the chief executive and 

non-executive chairman and ensures succession planning. 

Non-executive directors ensure the chair encourages proper 

deliberation of all matters requiring board attention.

Board charters

Board functions are governed by charters that require 

annual self-assessment by the chairman and the directors. 

The board has a duty to ensure the business remains a 

going concern and thrives. The board must retain full and 

effective control of the Group, manage risk and implement 

plans through a structured approach to reporting and 

accountability.

An attendance register is included in the directors’ report of 

the annual report.

The board is assisted by board committees, to which specific 

responsibilities are delegated, a corporate governance 

manual, that includes our code of corporate conduct, and 

board charters.
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Corporate governance

Board charters guide the:

�  Board of directors

�  Executive committee

�  Audit committee

�  Nomination committee

�  Remuneration committee

�  Acquisition committee

�  Risk and sustainability committee

�  Transformation committee

The board and its committees are supplied with complete, 

relevant and timely information in order to discharge their 

duties effectively. Directors have unrestricted access to Group 

information, records and documents. Non-executive directors 

have access to and are encouraged to meet management. 

All directors may seek the advice and services of the Group 

secretariat. An agreed procedure enables directors to obtain 

independent professional advice at Group expense, as 

necessary. Group policy, in line with the Insider Trading Act, 

prohibits directors, officers and selected employees from 

dealing in securities for a designated period preceding the 

announcement of the Group’s financial results.

The board defines levels of materiality, reserving specific 

powers and delegating other matters with the necessary 

written authority to management. These matters are 

monitored and evaluated regularly.

The company secretariat provides the board and individual 

directors with detailed guidance on the proper discharge of 

their responsibilities. 

The board ensures the Group complies with all relevant 

laws, regulations and codes of business practice and that 

communication with shareholders and stakeholders is open 

and prompt and that substance prevails over form.

The board identifies the Group’s key risk areas and key 

performance indicators. 

Risk areas include:

�  Currency and economic volatility

�  HIV/Aids in Africa

�  Human capital or “people risk” mitigated through skills 

development

�  Market risk caused by fluctuations in demand and 

competitive activity

� Liquidity and credit risks

The most fundamental risk-management mechanism is the 

diversified Bidvest business model, making entrepreneurial 

managers accountable for all aspects of performance and 

delivery.

Through the audit committee, the board regularly reviews 

processes and procedures to foster effective internal systems 

of control, enhance its decision-making capability and 

ensure reporting accuracy. The board identifies and monitors 

non-financial factors relevant to our business and reviews 

appropriate non-financial information. Qualitative performance 

factors include broader stakeholder concerns.

ACCOUNTABILITY

Going concern

The directors have ascertained that the Group has sufficient 

resources to maintain the business for the future and confirm 

that the business is a going concern. The board has minuted 

the facts and assumptions used in the assessment of the 

Group’s going-concern status at the financial year-end.

Auditing and accounting

The board ensures that the auditors observe the highest 

business and professional ethics and maintain their 

independence.

The Group uses external auditors in combination with the 

internal audit function. Management encourages unrestricted 

consultation between external and internal auditors.
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Taxation

Since inception, the Group has treated tax law compliance 

as a prerequisite of accountability. A tax charter, covering all 

forms of tax, tax risk management, strategy and governance 

has been accepted in principal, and subject to final board 

approval.

Internal financial controls

The directors must maintain adequate internal controls giving 

reasonable assurance that assets will be safeguarded. They 

must also maintain proper accounting records and ensure 

the reliability of financial and operational information.

Internal controls manage the risk of failure to achieve 

business objectives and can provide reasonable, although 

not absolute, assurance against material misstatement or 

loss. Ongoing processes identify, evaluate, manage, monitor 

and report on significant risks.

QUICK LINK:

http://www.bidvest.com/results/2009/018.htm
 

Risk management

The board is responsible for risk management after 

consulting executive directors and senior management within 

the divisions. The board sets risk strategy, which is based on 

the need to identify, assess, manage and monitor all known 

forms of risk across the Group. 

Management is accountable to the board for designing, 

implementing and monitoring the processes of risk 

management and integrating them into day-to-day activities. 

Risk management and internal control are practised in every 

business.

Operating risk can never be fully eliminated. Bidvest 

minimises it by ensuring all businesses have appropriate 

infrastructure, controls, systems and human resources.

Key mechanisms to manage operating risk include the 

segregation of duties, transaction authorisation, monitoring 

and financial and managerial reporting.

The effectiveness of the internal control systems, including 

the potential impact of changes in operating and business 

environments, is monitored through:

•  regular management reviews (with representation letters 

on compliance signed annually by the chief executive and 

chief financial officer of each major business unit);

•  testing by internal auditors and testing of certain aspects 

of internal financial control systems by external auditors 

during their statutory examinations; and

•  annual written declarations of interests by directors who 

are also obliged to report potential or actual conflicts.

QUICK LINK:

http://www.bidvest.com/results/2009/019.htm  

Whistle-blowing

In addition to other compliance and enforcement activities, 

the board recognises the need for confidential reporting 

(“whistle-blowing”) of fraud, theft, breach of ethics and 

other risks. Whistle-blowing procedures and our 24-hour 

call centre ensure formal reporting and feedback and is 

accessible via a toll-free telephone number, e-mail, fax, letter 

or SMS.  Calls were received in various languages including 

English (86%), Afrikaans (6%), isiZulu (5%), isiXhosa (1%), 

seSotho (1%) and seTswane (1%).

 

The call centre received 340 calls, resulting in 

144 interventions. These involved allegations of: 51 human 

resources issues or unfair labour practices, 12 breaches of 

ethics, four conflicts of interest, two incidents of reported 

discrimination, four incident of abuse of company property, 

seven thefts, 52 criminal investigations and 12 requests for 

information.
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Sustainability

Our approach is guided by the Global Reporting Initiative. 

Since 2008, sustainability reporting has been part of, and has 

been integrated with, our annual report. It is contained in a 

section entitled Sustainability at Bidvest.

As members of a multi-faceted, decentralised group, our 

divisions may face different sustainability issues. Reporting 

meaningfully in totality presents a challenge, although some 

key issues are common.

Sustainability at Bidvest is about being Proudly Bidvest and 

offers employees a fresh way of thinking that inspires them, 

and enables a new generation of entrepreneurs to create 

business value that integrates evolving financial, social and 

environmental needs and expectations.

An online internet-based data collection tool has been 

developed to facilitate the collation, management and 

reporting of sustainability issues. 

Group environmental and HIV/Aids policies have been 

adopted by the risk committee and board while some 

divisions have developed specific environmental policies 

relevant to their businesses. 

 

The Bidvest communications team uses various media tools 

to build awareness of business sustainability issues, including 

themes such as “Green is Gold” to highlight the growth, profit 

and savings potential of environmental initiatives.

Relationships with shareholders

The Group pursues dialogue with institutional investors based 

on constructive engagement and mutual understanding of 

objectives, covering statutory, regulatory and other directives 

on the dissemination of information by companies and 

directors.

To foster dialogue and communicate Group strategy 

and performance there are regular presentations to, and 

meetings with, investors and analysts. High standards of 

promptness, relevance and transparency underpin our 

information effort. Information is distributed via a broad range 

of communication channels, including the internet. Great care 

is taken to maintain the security and integrity of information 

while ensuring that critical financial information reaches all 

shareholders simultaneously.

We’re Proudly Bidvest and take pride in presenting a full, fair 

and honest account of our performance.

Board committees

Specific responsibilities have been delegated to several 

committees, each with detailed terms of reference.

Transparency and full disclosure characterise communication 

between board committees and the board. Committees are 

free to take independent outside professional advice and are 

subject to regular board evaluation of their performance and 

effectiveness.

The executive committee consists of the chief executive, 

Group financial director and the divisional chief executives of 

major divisions. The committee considers major decisions 

and refers decisions that have their sanction to the board for 

approval. Non-executive directors are invited to attend.

The South African executive committee consists of 

the chief executive (chairman), Group financial director, 

the divisional chief executives of the South African 

divisions, LI Jacobs, L Madikizela, SG Mahalela, P Nyman, 

AC Salomon and SA Thwala. The committee considers major 

decisions relating to South African operations and refers 

them to the board for approval.
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The remuneration committee consists of DDB Band 

(chairman), D Masson and JL Pamensky. In consultation 

with the chief executive, the committee is responsible for the 

performance assessment and approval of a remuneration 

strategy for the board, including the chairman, chief 

executive, Group financial director and divisional executives.

QUICK LINK:

http://www.bidvest.com/results/2009/020.htm  

The audit committee consists of NG Payne (chairman), 

D Masson and JL Pamensky. They all possess the requisite 

financial and commercial skills and experience. The Group 

financial director, RW Graham, P Nyman, AC Salomon, 

the Group internal audit manager and the external auditors 

are invited. Members of management attend, as required. 

Internal and external auditors have unrestricted access to 

committee members. They also have the right to a private 

hearing without management present. The committee 

meets at least four times a year. Subsequent to year-end, 

NP Mageza was appointed to the audit committee.

The audit committee ensures conformity with the corporate 

governance manual and the principles of good corporate 

practice and entrenches a Group-wide culture of good 

governance.

QUICK LINK:

http://www.bidvest.com/results/2009/021.htm  

The risk committee is guided by a charter supported by 

the Group risk management policy, framework and minimum 

standards for risk management, which were finalised in 

June 2007 and implemented by all divisions. The committee 

comprises: NG Payne (chairman), the chief executive, chief 

executives of the divisions, chief executives of the Bidfood 

subdivisions, the Group financial director, D Masson, 

P Nyman and AC Salomon.

The committee reviews and assesses the interventions 

required in response to Group-wide risks and operational 

risks requiring Group action. Insurance and related matters 

are also dealt with as the Group uses a centralised Group 

insurance programme.

The committee delegates operational risk responsibilities to 

divisional risk committees, each headed by the respective 

chief executives. Divisional risk committees meet regularly 

and are supported by risk officers in each company.

The sustainability committee, a sub-committee of the risk 

committee, consists of the Group executive responsible 

for sustainable development (chairman), representatives 

of each South African division, the Bidfood subdivisions 

and a representative from 3663 in the UK. On the pattern 

established by the risk committee, responsibility for 

sustainability at operational level is delegated to the divisions. 

To avoid duplication of reporting structures, formal reporting 

at divisional level is through divisional risk committees. 

The acquisition committee considers major acquisitions 

with a Group impact or where potential conflicts may exist. 

The committee decides in principle whether to pursue 

and investigate each acquisition. The committee consists 

of DDB Band (chairman), the chief executive, the Group 

financial director, MC Berzack, D Masson, JL Pamensky 

and LP Ralphs. Depending on magnitude, acquisitions are 

sanctioned by the executive committee and submitted to the 

board.
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The nomination committee ensures independence and 

objectivity through a built-in majority of non-executive 

directors. The committee comprises DDB Band (chairman), 

the chief executive, JL Pamensky, MC Ramaphosa and 

T Slabbert.

The committee ensures procedures for board appointments 

are formal and transparent, considers board composition, 

retirements, appointments of additional and replacement 

directors and makes recommendations to the board.

Executive directors are appointed to the board on the basis 

of skill, experience and level of contribution to the Group and 

continue to run their businesses. Non-executive directors are 

selected for their industry knowledge, professional skills and 

experience.

The committee makes sure nominees are not disqualified 

from being directors and, prior to appointment, investigates 

their backgrounds in line with JSE requirements.

Executive and non-executive directors retire by staggered 

rotation and stand for re-election at least every three 

years in accordance with the articles of association. The 

re-appointment of non-executive directors is not automatic. 

Directors are subject to re-election by shareholders. 

Executive directors are bound by employment contracts with 

the Group. Sufficient biographical information is provided to 

shareholders to enable an informed decision.

To assess the effectiveness of the board, its committees 

and each director’s contribution, the committee carries out 

an annual review of the board’s mix of skills, experience, 

demographics and diversity.

A transformation committee was formed following the 

successful implementation of the Dinatla BEE initiative 

to facilitate socio-economic transformation within the 

South African Group. Key functional resources were 

designated within each business unit to continually drive 

socio-economic transformation at operational level. An 

enterprise-based charter, the Bidvest Charter – developed by 

the committee – guides Bidvest’s decentralised BEE strategy.

The committee comprises LI Jacobs (chairman), the chief 

executive, chief executives of the South African divisions, 

chief executives of the Bidfood subdivisions, MJ Finger, 

SG Mahlalela, GC McMahon, T Slabbert, SA Thwala and 

FDP Tlakula.

The execution of transformation strategy and policy at 

divisional and business unit level is the responsibility of the 

transformation working committee, consisting of senior 

divisional management.

QUICK LINK:

http://www.bidvest.com/results/2009/022.htm  

Corporate governance




